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Abstract

The study titled "Company Performance and Corporate Governance: Study of Family-Owned
Listed Companies in India" aimed to explore the intricate relationship between corporate
governance and financial performance in family-owned businesses, compare them with non-
family-governed companies listed on the NSE, and assess the associated risks. Corporate
governance plays a crucial role in determining the long-term sustainability and financial
stability of companies, particularly in the Indian context, where family-owned businesses
contribute significantly to the economy. The research analysed fundamental aspects of
corporate governance in family-run enterprises, including board composition, ownership
structures, transparency, regulatory compliance, and stakeholder engagement. By comparing
financial metrics such as profitability ratios, return on assets (ROA), return on equity (ROE),
and market capitalization of family versus non-family businesses, the study provided insights
into governance efficiency and financial outcomes. The findings indicate that well-governed
family businesses tend to exhibit strong financial performance due to the long-term vision,
stable leadership, and strategic decision-making processes, whereas poor governance
practices in some cases led to financial underperformance and heightened risks. The study
further examined the role of independent directors, board diversity, and succession planning
in ensuring sustainable corporate governance. One of the key insights was that while family
businesses maintain strong organizational culture and legacy-driven decision-making, they
also face risks such as nepotism, lack of professional management, and conflicts in succession
planning. The study found a mixed relationship between corporate governance and financial
performance, with well-structured governance frameworks contributing to better financial
outcomes, while weak governance mechanisms led to inefficiencies and governance-related
risks. Comparisons with non-family businesses highlighted that while family businesses often
have a strong sense of purpose and stability, non-family businesses tend to adopt more
professionalized governance structures with greater transparency and accountability. The
study identified critical risks faced by family-owned businesses, including succession planning
challenges, regulatory compliance issues, stakeholder conflicts, and limited access to external
financing due to concentrated ownership structures. The research also examined the role of
regulatory bodies such as SEBI and their impact on governance practices in Indian family-
owned enterprises. Based on these findings, several recommendations were provided,
including the need for stronger corporate governance frameworks, improved succession

planning, increased board independence, enhanced regulatory oversight, and better risk



management strategies. The study suggested that family businesses should focus on
professionalizing management while maintaining family values, ensuring that governance
structures support business sustainability and performance. It was recommended that family
businesses integrate best practices such as appointing independent directors, establishing
clear governance policies, and promoting transparency in financial reporting to enhance
investor confidence. Furthermore, fostering a culture of accountability and ethical business
practices would help mitigate risks and ensure compliance with regulatory norms. The
research also emphasized the importance of training and development programs for future
leaders within family businesses to ensure smooth leadership transitions. In terms of financial
performance, the study recommended that family businesses adopt strategic financial planning,
diversify their investment portfolios, and leverage technology-driven governance solutions to
enhance operational efficiency. Improved stakeholder communication and engagement were
highlighted as essential strategies for strengthening corporate governance. The study
acknowledged certain limitations, such as the reliance on secondary data sources, potential
biases in financial reporting, and the limited scope of governance metrics analyzed.
Additionally, the study focused primarily on listed family businesses, and findings may not be
entirely generalizable to unlisted family enterprises. Despite these limitations, the study
provided valuable insights into the corporate governance practices of family-owned businesses
in India and their impact on financial performance. Future research could explore governance
mechanisms in privately held family businesses, assess the role of emerging technologies in
corporate governance, and examine industry-specific governance trends. In conclusion, the
research underscored the significance of corporate governance in shaping the financial
performance and sustainability of family-owned businesses. While these businesses possess
inherent advantages such as stability, long-term orientation, and strong organizational
culture, they must also address governance challenges to remain competitive in the evolving
business landscape. By implementing robust governance frameworks, professionalizing
leadership, and ensuring compliance with regulatory standards, family-owned businesses can
enhance their financial performance and long-term sustainability. The findings and
recommendations of this study serve as a roadmap for policymakers, business leaders, and

investors in understanding and improving governance practices in the Indian corporate sector.
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CHAPTER 1
INTRODUCTION

Introduction

1.1 Background of the Study

Corporate governance has become a pivotal issue in the realm of business management, not
only in India but globally. It is a framework that defines the rules, regulations, and practices by
which a company is directed and controlled (Core et al., 1999; Frésard Laurent & Salva, 2010).
Effective corporate governance is vital for ensuring that a company operates ethically,
transparently, and efficiently, thus safeguarding the interests of all stakeholders, including
shareholders, employees, customers, and the broader society (Abe & lwasaki, 2010). In the
context of India, where family-owned businesses have a significant presence in the corporate
landscape, the interplay between corporate governance and company performance is of
particular importance. India is famous for having an entrepreneurial environment, and many of
its corporations are family-owned. These businesses frequently have multigenerational roots,
and the founding families still have a big say in how the company is run (Garcia-Ramos &
Garcia-Olalla, 2011; Suarez-Barraza et al., 2011). These businesses' focus on family brings a
special aspect to corporate governance. While this organizational structure may foster long-
term dedication and vision, it also raises concerns about accountability, transparency, and
potential conflicts of interest (Acquaah, 2011). Over the years, corporate governance practices
have significantly changed in India. Significant changes were made as a result of the 2013
Companies Act, which placed a strong emphasis on the value of an independent board of
directors, audit committees, and increased shareholder democracy. Through a number of
regulations and guidelines, the Securities and Exchange Board of India (SEBI) has also
significantly contributed to raising governance standards. These changes sought to increase
investor trust and harmonise India's corporate governance practices with global norms. The
importance of corporate governance in contemporary business operations cannot be inflated,
as it has a significant impact on the strategy, decisions, and overall performance of companies
(Ananchotikul et al., 2010; Lin-Hi & Blumberg, 2011). The intersection between family
ownership and listing status in Indian companies, particularly those that are publicly traded, is
a particularly interesting area of research (Federo et al., 2020). There is a significant prevalence
of family-owned enterprises in India, which are frequently influenced by intricate family
relationships and traditional practices. In addition, these organizations are susceptible to the
fluidity of regulatory regimes and the intensification of scrutiny(Allcock & Filatotchev, 2010).
Within the context of the ever-changing global economy, corporate governance has emerged
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as a crucial factor influencing a corporation's performance and long-term viability (Al-
Mashhadani and Almashhadani, 2023). This observation is especially noteworthy in the
context of family-owned listed companies, which constitute a significant portion of India's
corporate sector. The intersection of family ownership and corporate governance procedures is
a fascinating area of study because it incorporates the delicate balance between familial
concerns and public shareholder expectations (Durukan et al., 2012; Pouraghajan et al., 2012).
This study investigates the intricate relationship between corporate governance and firm
performance, concentrating on family-owned listed companies in the Indian context. India,
with its diverse cultural landscape and complex economic dynamics, is an ideal setting for the
analysis of family-owned listed corporations (Kathuria et al., 2023). These companies have
been instrumental in molding India's industrial and entrepreneurial environment for decades,
making substantial contributions to the country's economic growth. Families, in their capacity
as stewards of these enterprises, exert significant influence on strategic decision-making
processes, highlighting the need to comprehend the intricate ways in which their governance
arrangements impact the success of the business (Bammens et al., 2011; Bjursell & Béackvall,
2011).The importance of corporate governance in maintaining investor confidence, promoting
transparency, and facilitating sustainable growth has attracted considerable global attention. In
India, regulatory bodies such as the Securities and Exchange Board of India (SEBI) have
enacted a variety of measures to enhance governance practices in publicly traded companies
(Christopher, 2010; Wahab et al., 2011).Nonetheless, it is essential to pay special consideration
to the unique challenges that arise in family-owned businesses, including but not limited to
succession planning, intergenerational dynamics, and concentrated shareholdings. Examining
the impact of corporate governance policies on the performance of family-owned businesses is
of significant academic and practical interest (Drakos & Bekiris, 2010; Shi et al., 2010). This
chapter provides a thorough analysis of the thesis's context, problem statement, justification,
research questions, objectives, significance, scope, and organization. While there is a wealth
of research on corporate governance and company performance globally, there is a need for
focused studies on family-owned listed companies in India. These companies, due to their
unique ownership structures and dynamics, may experience governance challenges and
opportunities distinct from their non-family counterparts. Understanding how these factors
influence their performance is essential for shaping corporate governance practices that align
with the Indian context.

1.2 Importance of Corporate Governance in Family-Owned Businesses



Corporate governance plays a crucial role in the sustainability, growth, and overall
performance of family-owned businesses, particularly in India, where such enterprises
contribute significantly to the economy (Liang et al., 2016; Shen & Lin, 2010). Strong
corporate governance mechanisms help address issues related to succession planning,
leadership continuity, financial transparency, accountability, and decision-making, all of which
are critical for the long-term viability of these firms. Unlike non-family businesses, family-
owned companies often grapple with unique challenges such as conflicts of interest, nepotism,
lack of professional management, and governance structures that prioritize family interests
over business growth (Ananchotikul et al., 2010; Ducassy & Guyot, 2017). A well-defined
governance framework ensures that family businesses operate efficiently by establishing clear
roles and responsibilities for board members, executives, and family stakeholders. It fosters
investor confidence by enhancing financial disclosure, reducing risks of mismanagement, and
ensuring compliance with regulatory standards (Mizuno, 2010). In India, where family-owned
firms dominate sectors such as manufacturing, retail, and technology, corporate governance
reforms have become essential for improving competitiveness in an increasingly globalized
market (X. Y. Chen, 2024; Mechelli & Cimini, 2021). Effective governance structures facilitate
strategic decision-making, reduce agency conflicts, and balance the interests of family
members with external shareholders. Research has shown that family firms with well-
structured governance mechanisms tend to perform better financially, as they are more likely
to attract investments and sustain long-term growth (Anderson & Reeb, 2003). In contrast,
weak governance in family businesses has been linked to inefficiencies, succession disputes,
and financial underperformance (Lin-Hi & Blumberg, 2011; Lo et al., 2010).Transparency in
financial dealings, adherence to ethical business practices, and the implementation of
independent oversight mechanisms are crucial for preventing self-serving behaviors that may
arise in closely held family firms. Additionally, corporate governance aids in succession
planning by ensuring a smooth transition of leadership, thereby reducing disruptions in
business operations (Hutchinson et al., 2015; Kang & Moon, 2012). Without robust governance
frameworks, succession in family businesses can lead to conflicts among heirs, leading to
business fragmentation or even failure. Studies suggest that governance mechanisms such as
independent boards, advisory councils, and the separation of ownership and management
significantly contribute to reducing conflicts and improving organizational effectiveness
(Miller & Le Breton-Miller, 2006). Moreover, corporate governance plays a vital role in
securing access to external funding, as investors and financial institutions tend to favor

businesses with well-established governance structures over those with opaque management
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practices. Family businesses with sound governance policies are more likely to raise capital
through stock markets or institutional financing, thereby facilitating expansion and innovation.
Furthermore, governance structures enhance accountability by enforcing ethical guidelines and
legal compliance, which is particularly important in markets where regulatory oversight is
stringent (Arijs et al., 2018; Olubukola et al., 2017). The role of governance in risk mitigation
cannot be overstated, as it ensures that businesses have robust risk management policies in
place to deal with financial uncertainties, market volatility, and economic downturns. In India,
where regulatory reforms such as the Companies Act 2013 and SEBI’s corporate governance
norms have been implemented, compliance with these regulations has become imperative for
family-owned listed firms to maintain credibility in the market. Governance frameworks also
foster a culture of professionalism by encouraging the inclusion of independent directors and
experienced professionals in decision-making bodies, which helps improve efficiency and
reduce the likelihood of biased decision-making (Alwadani & Ndubisi, 2022; Broekaert et al.,
2018). Despite the benefits, many family-owned businesses in India remain reluctant to fully
adopt corporate governance practices due to concerns about losing control over decision-
making. However, the long-term benefits of governance reforms, including improved financial
performance, reduced conflicts, and greater investor trust, outweigh the perceived drawbacks
(Carbone et al., 2022; J. Y. Wu, 2022). As the Indian economy continues to integrate with
global markets, family businesses must prioritize corporate governance to ensure sustainability,
competitiveness, and resilience in an evolving business landscape.

1.3 Evolution and Growth of Family-Owned Listed Companies in India

Family-owned businesses have played a foundational role in shaping India’s economic
landscape, evolving from traditional enterprises to prominent multinational corporations
(Bammens et al., 2011). Historically, Indian family-owned businesses were rooted in trade and
agriculture, with firms such as the Tata Group, Birla Group, and Godrej emerging as pioneers
in industrialization. During the pre-independence era, these businesses operated in close-knit
family structures, relying on generational leadership and informal governance mechanisms
(Bjursell & Backvall, 2011; Brenes et al., 2011). Post-independence, the Indian economy
witnessed a shift towards industrial expansion, with family-run businesses diversifying into
sectors such as manufacturing, textiles, and financial services. The license raj period (1947-
1991) posed regulatory constraints on businesses, yet family enterprises remained resilient by
leveraging political connections and risk-averse strategies to sustain operations. However, the
economic liberalization of 1991 marked a turning point, opening up the Indian market to
globalization, foreign investments, and corporate reforms. This period saw a significant
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transformation in the governance structures of family-owned businesses, with many
transitioning from private ownership to public listing on stock exchanges like the NSE and
BSE. The growth of family-owned listed companies in India accelerated post-liberalization,
driven by the need for expansion, technological advancements, and competitive market
dynamics. As companies sought external funding, they embraced professional management
practices, corporate governance frameworks, and regulatory compliance (Kwan et al., 2012;
Marcelo et al., 2012). The transition from family-centric decision-making to board-driven
strategies became essential to attract institutional investors and sustain long-term growth.
Notably, conglomerates such as Reliance Industries, Mahindra & Mahindra, and Bajaj Auto
successfully adapted to these changes by incorporating independent directors, risk management
policies, and structured leadership succession plans (Blomback & Brunninge, 2013; Nufiez-
Cacho Utrilla & Grande Torraleja, 2013). Despite these advancements, the dual challenges of
maintaining family control while ensuring operational efficiency persisted, leading to the
adoption of hybrid governance models that balance family influence with professional
management. In recent years, family-owned listed firms have continued to expand into global
markets, leveraging digital transformation and strategic partnerships(De Massis & Kotlar,
2014; Learning, 2014). The rise of next-generation leadership, equipped with global education
and modern business perspectives, has further fueled innovation and diversification. However,
the sustainability of these businesses depends on their ability to navigate governance
complexities, succession planning, and market fluctuations. The introduction of regulatory
frameworks, such as the Companies Act 2013 and SEBI’s corporate governance norms, has
played a crucial role in standardizing transparency and accountability in family-owned firms.
Moreover, corporate social responsibility (CSR) initiatives have gained prominence, with
family businesses actively contributing to social and environmental causes to enhance their
corporate reputation. Despite their remarkable evolution, family-owned listed companies face
ongoing challenges, including succession conflicts, governance inefficiencies, and risk
management concerns (Lopez-Delgado & Diéguez-Soto, 2015; Ruiz Jiménez et al., 2015).
While some businesses have successfully institutionalized their governance practices, others
struggle with resistance to change, nepotism, and market adaptability issues. Nevertheless, with
increasing investor scrutiny and global integration, family-owned businesses in India are
gradually aligning with international best practices to sustain their growth (Agyapong et al.,
will depend on their ability to balance family legacy with corporate professionalism, ensuring

long-term sustainability in an ever-changing business environment.
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1.4 Corporate Governance Framework in India

Corporate governance in India has evolved significantly over the years, transitioning from a
family-driven, informal decision-making structure to a more regulated and transparent system.
The governance framework in India is shaped by a combination of legislative acts, regulatory
guidelines, and best practices adopted from global standards (Tarling et al., 2016; Venter &
Farrington, 2016). The aim of corporate governance is to ensure accountability, fairness, and
transparency in corporate affairs while protecting the interests of shareholders and
stakeholders. Family-owned businesses, which form a significant portion of India’s corporate
landscape, have been compelled to adopt governance reforms to enhance investor confidence,
improve operational efficiency, and sustain long-term growth (Michiels et al., 2017; Motylska-
Kuzma, 2017).

1.4.1 Regulatory Framework Governing Corporate Governance in India

The corporate governance framework in India is primarily governed by several laws and
regulatory bodies, each contributing to establishing a transparent and accountable business

environment.

1. The Companies Act, 2013 — This legislation serves as the backbone of corporate
governance in India. It mandates the composition of boards, the appointment of
independent directors, corporate social responsibility (CSR) compliance, and financial
disclosures. Sections such as 134 (directors’ responsibility), 177 (audit committee), and
149 (independent directors) play a crucial role in enforcing corporate accountability.

2. Securities and Exchange Board of India (SEBI) — SEBI, through its listing
regulations, enforces governance norms for publicly traded companies. The SEBI
(Listing Obligations and Disclosure Requirements) Regulations, 2015, require listed
companies to maintain transparency in financial reporting, establish risk management
policies, and ensure independent oversight of executive decision-making.

3. Clause 49 of the Listing Agreement — Before SEBI’s 2015 regulations, Clause 49
introduced key governance requirements, including board structure, CEO and
chairman separation, and whistleblower protection. These regulations set the
foundation for improving governance practices among Indian companies.

4. Reserve Bank of India (RBI) Guidelines — Financial institutions and banking entities

in India must comply with governance norms issued by the RBI, focusing on risk



management, financial disclosures, and prudential regulations. These guidelines
ensure that banks maintain ethical and sustainable governance frameworks.

Institute of Chartered Accountants of India (ICAl) & Institute of Company
Secretaries of India (ICSI) — These institutions provide governance-related guidelines,
ensuring financial transparency, compliance with disclosure norms, and adherence to
ethical business practices.

Corporate Social Responsibility (CSR) Mandates — India became the first country to
introduce mandatory CSR contributions under Section 135 of the Companies Act, 2013.
Companies exceeding specific financial thresholds are required to allocate a minimum

of 2% of their average net profits toward CSR initiatives.

1.4.2 Corporate Governance in Family-Owned Businesses

Family-owned businesses in India operate within a unique governance landscape. While they

benefit from strong leadership continuity, long-term vision, and cultural values, they also face

governance challenges such as nepotism, succession conflicts, and lack of professional

management. The transition from traditional governance structures to formalized frameworks

has been driven by increased regulatory scrutiny and market expectations.

Key governance aspects in family-owned businesses include:

Board Composition and Independence — To improve decision-making and reduce
biases, family businesses are required to include independent directors who provide
objective oversight. SEBI mandates that at least one-third of board members in listed
companies should be independent.

Succession Planning — One of the major governance challenges in family businesses
is leadership succession. Many Indian companies have institutionalized succession
plans to ensure business continuity, preventing internal disputes and leadership
vacuum risks.

Financial Transparency and Disclosure — With the introduction of IFRS (International
Financial Reporting Standards) and enhanced disclosure norms, family businesses
must provide greater financial clarity to stakeholders.

Conflict Resolution Mechanisms — Family-owned firms often establish family councils

or governance boards to resolve internal conflicts and define roles and responsibilities.

1.4.3 Comparison with Global Governance Standards

The Indian corporate governance framework aligns with international best practices but also

exhibits distinct characteristics tailored to the country’s business environment. Compared to

frameworks such as the Sarbanes-Oxley Act (USA) or the UK Corporate Governance Code,
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Indian governance laws focus more on compliance-based measures rather than principle-based
governance. Additionally, while governance in countries like the USA emphasizes shareholder
activism and litigation rights, India’s governance model relies more on regulatory enforcement.
Despite significant improvements, Indian family businesses continue to face challenges such
as regulatory loopholes, enforcement inefficiencies, and resistance to professionalization.
Strengthening governance norms through digital compliance systems, increased board
independence, and stricter regulatory penalties can enhance India’s corporate governance
landscape. In conclusion, India’s corporate governance framework has undergone substantial
reforms, leading to greater transparency and accountability, particularly among family-owned
businesses. However, continuous adaptation to evolving global governance trends, improved
enforcement mechanisms, and a cultural shift toward professionalism are necessary to further
strengthen corporate governance in India.

1.5 Financial Performance of Family-Owned vs. Non-Family-Owned Companies

The financial performance of family-owned and non-family-owned companies has been a
subject of extensive debate in corporate finance and governance literature (Ravsel] &
Aristovnik, 2020). Family businesses, which are deeply rooted in India’s corporate ecosystem,
often emphasize long-term sustainability, stability, and legacy preservation, whereas non-
family-owned firms tend to prioritize shareholder value maximization and aggressive market
expansion (Riyadh et al., 2019; Van et al., 2019). This section examines the financial
performance differences between these two business structures based on key financial
indicators such as profitability, return on investment, market valuation, leverage, and corporate
governance efficiency.

1.5.1 Profitability and Return on Investment

Family-owned businesses in India typically demonstrate stronger profitability margins due to
their conservative financial policies, cost-conscious management, and focus on long-term
wealth creation. Studies indicate that family firms tend to achieve higher Return on Assets
(ROA) and Return on Equity (ROE) compared to non-family firms because of their prudent
financial management and reduced agency costs (Anderson & Reeb, 2003). Moreover, family
businesses prioritize reinvestment into core operations rather than short-term profit
distribution, ensuring steady financial growth. In contrast, non-family-owned businesses may
exhibit higher revenue growth due to aggressive expansion strategies, increased investment in
research and development (R&D), and professionalized management (Adegboyegun et al.,
2020; Bui, 2020). However, such firms also face higher operational and financial risks, leading
to fluctuating profit margins. Research suggests that while non-family firms achieve faster
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growth in bull markets, they may struggle during economic downturns due to over-leverage
and market dependency (Villalonga & Amit, 2006).

1.5.2 Market Valuation and Investor Perception

The market valuation of family-owned firms is often influenced by their governance structure
and investor confidence in leadership continuity. Family firms that exhibit strong corporate
governance, transparency, and succession planning tend to command higher Price-to-Earnings
(P/E) ratios and attract long-term institutional investors (Q. Lin & Zhang, 2020; Tahtamouni
et al., 2020). However, concerns related to nepotism, concentrated ownership, and potential
conflicts of interest can negatively impact investor perception. Non-family-owned firms,
especially those with diversified ownership structures, typically have broader access to capital
markets and a more dynamic investor base (X. Li et al., 2021; W. Zhu et al., 2020). Their
valuation is often driven by innovation, scalability potential, and managerial efficiency.
Publicly traded non-family firms tend to have higher stock liquidity and greater analyst
coverage, which contributes to higher valuation multiples. However, the lack of personal
accountability and short-term performance pressures in non-family businesses may lead to
increased volatility in stock prices (Burkart et al., 2003).

1.5.3 Financial Leverage and Risk Management

One of the critical differences between family and non-family businesses is their approach to
debt financing and risk management. Family-owned companies generally adopt a conservative
financial approach, avoiding excessive leverage to maintain financial independence and
intergenerational wealth protection. This cautious strategy results in lower Debt-to-Equity
(D/E) ratios, reducing financial distress risks during economic downturns (Lim & Kim, 2022;
Moradi et al., 2021). Non-family firms, on the other hand, tend to be more aggressive in capital
structuring, leveraging debt financing for expansion, acquisitions, and innovation. While this
approach can drive higher returns, it also exposes the firm to greater financial vulnerabilities,
particularly during market uncertainties (Tetteh et al., 2022; J. Zhang & Ruan, 2024). Empirical
studies suggest that non-family firms exhibit higher financial risk due to their reliance on
external funding sources, while family firms demonstrate resilience during economic
recessions due to their self-sustained financial model (Miller et al., 2007).

1.5.4 Corporate Governance and Operational Efficiency

The governance structure of family businesses plays a crucial role in financial performance.
While family-controlled firms benefit from strong leadership continuity and aligned interests
between owners and managers, they often face challenges related to professionalization and
decision-making bias (Herghiligiu et al., 2024; Shatnawi et al., 2024). Research indicates that
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well-governed family firms with independent boards and structured succession plans
outperform poorly governed family businesses (Gémez-Mejia et al., 2011). Non-family firms,
due to their professionalized management and independent board structures, are often
perceived as more transparent and accountable. Their decision-making processes are typically
driven by market conditions rather than family interests, allowing for greater adaptability and
operational efficiency (B. Han, 2024; J. Han & Jo, 2024). However, these firms may suffer
from agency problems, where managerial interests diverge from shareholder objectives,
leading to inefficiencies and potential value destruction.

1.5.5 Comparative Analysis and Industry-Specific Trends

The financial performance gap between family-owned and non-family-owned firms varies
across industries. In sectors such as manufacturing, pharmaceuticals, and retail, family
businesses have traditionally outperformed non-family firms due to their deep industry
expertise, long-term stakeholder relationships, and conservative financial strategies (Eledum
& Elmahgop, 2024; Fuzi et al., 2024). However, in high-growth, technology-driven industries
such as IT and e-commerce, non-family firms have demonstrated superior financial
performance due to their agility, innovation, and access to venture capital funding. Overall,
both family and non-family-owned businesses have distinct advantages and challenges
(Dancakova & Glova, 2024). While family businesses benefit from financial stability, long-
term vision, and leadership continuity, they must address governance challenges, succession
planning, and professionalization to sustain competitiveness (Cardinaels et al., 2025; Zhao et
al., 2024). Non-family businesses, on the other hand, leverage managerial expertise, market
agility, and access to capital markets but must mitigate short-term performance pressures and
governance risks. A balanced approach incorporating strong corporate governance, strategic
financial planning, and operational efficiency is essential for both business models to maximize
financial performance and sustain long-term growth.

1.6 Risks Faced by Family-Owned Businesses in India

Family-owned businesses in India play a vital role in economic development, contributing
significantly to employment, industrial growth, and wealth creation. However, despite their
long-standing legacy and stability, they face multiple challenges that impact their sustainability
and competitiveness (Hrazdil et al., 2022). Many of these businesses struggle with structural
inefficiencies, limited access to capital, and evolving regulatory requirements, which can create
operational and financial roadblocks (Madaan & Singh, 2020). Additionally, decision-making
processes are often influenced by familial interests, sometimes leading to conflicts and
inefficiencies in governance. The changing market landscape, driven by globalization and
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digital transformation, adds further complexity as family businesses must adapt to evolving
consumer preferences, emerging technologies, and increasing competition from both domestic
and international players (Koropp et al., 2014; Nga & Ken Yien, 2013). The absence of a
structured approach to leadership transition further complicates long-term planning, potentially
leading to internal conflicts and business fragmentation. Moreover, with the increasing
integration of technology in business operations, there is a growing need for digital adaptation
and cybersecurity measures to safeguard business assets and maintain competitiveness
(Hafenstein & Bassen, 2016; Madaan, 2016). Economic fluctuations, inflation, and policy
shifts also add to the unpredictability, making it essential for family businesses to adopt flexible
strategies to navigate uncertainties. Human capital remains another critical aspect, as attracting
and retaining skilled professionals can be challenging due to perceived limitations in career
progression within family-controlled enterprises (Laakkonen et al., 2011; Le Breton-Miller et
al., 2011). Additionally, reputation management is crucial, as family businesses often rely on
goodwill and trust, making them more vulnerable to any negative publicity or ethical
controversies. To ensure long-term sustainability, family-owned businesses in India must
embrace professional management practices, invest in technological advancements, establish
clear governance frameworks, and adopt strategic financial planning (Matser & Lievens, 2011;
Mazzi, 2011). By addressing these challenges proactively, they can strengthen their resilience
and continue to thrive in an increasingly dynamic business environment.

1.7 Theoretical Foundations and Conceptual Framework

Corporate governance in family-owned businesses is a widely researched domain, drawing
insights from multiple theoretical perspectives. The study of corporate governance and
company performance, particularly in the context of family-owned businesses, requires a
strong theoretical foundation to understand the underlying mechanisms that drive decision-
making, ownership structures, risk management, and financial outcomes (Core et al., 1999;
Frésard Laurent & Salva, 2010). Various theories provide a lens through which corporate
governance in family-owned businesses can be analyzed, helping to establish a robust
conceptual framework for this study. One of the most relevant theories in this context is Agency
Theory, which highlights the conflicts between principals (owners) and agents (managers)
(Jensen & Meckling, 1976). In family businesses, this conflict is somewhat mitigated because
ownership and management often overlap. However, a different kind of agency problem
arises—the principal-principal conflict—where conflicts exist between controlling family
owners and minority shareholders (Villalonga & Amit, 2006). The presence of controlling

family members in management can lead to nepotism, entrenchment, and expropriation of
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minority shareholder rights, making governance mechanisms critical for balancing power
dynamics. Another fundamental theory is Stewardship Theory, which contrasts agency theory
by suggesting that family managers act as stewards of the business rather than self-serving
agents (Davis, Schoorman, & Donaldson, 1997). Family-owned businesses often prioritize
long-term sustainability, reputation, and legacy over short-term financial gains. This
perspective aligns with the idea that family firms may adopt governance structures that
reinforce trust, shared values, and commitment to business continuity. However, the same
stewardship can also lead to resistance to external professional management, limiting
efficiency and innovation. Resource-Based View (RBV) (Barney, 1991) is another significant
theoretical perspective that helps explain how family businesses sustain competitive
advantages. The unique resources of family firms, such as social capital, trust-based
relationships, and tacit knowledge, contribute to their long-term success. However, these
strengths can also become weaknesses if the firm fails to integrate external expertise, adapt to
market changes, or innovate effectively. The RBV suggests that corporate governance in family
firms should focus on leveraging these internal resources while strategically managing external
threats and opportunities .Institutional Theory (DiMaggio & Powell, 1983) explains how
family-owned businesses conform to external pressures such as regulatory frameworks,
industry norms, and societal expectations. Family businesses in India operate within a dynamic
regulatory environment influenced by SEBI, RBI, and corporate governance codes.
Compliance with governance norms can impact firm performance, investor confidence, and
access to capital markets. Institutional theory underscores the importance of aligning
governance practices with evolving legal and economic landscapes. The Socioemotional
Wealth (SEW) Theory (Gémez-Mejia et al., 2007) is particularly relevant to family businesses
as it suggests that family-controlled firms make decisions not just based on financial
performance but also on preserving socioemotional wealth—such as family control, reputation,
and generational legacy. This often leads to risk-averse behavior, reluctance to dilute
ownership, and resistance to external investors or governance changes (Brickley &
Zimmerman, 2010; Brink, 2010; Brown & Lee, 2010). While SEW enhances stability and long-
term planning, it can also hinder necessary reforms, modernization, and professionalization.
1.7.1 Conceptual Framework

Based on these theoretical foundations, the conceptual framework of this study integrates key
governance mechanisms, firm performance indicators, and risk management strategies.
Corporate governance in family-owned businesses is conceptualized as a multi-dimensional

construct, including board composition, ownership structure, transparency, succession

12



planning, financial decision-making, and regulatory compliance. The interaction between these
governance factors and financial performance (measured through ROE, ROA, EPS, and market
valuation) forms the core of this research. Additionally, the study incorporates the role of risk
management, considering challenges such as financial constraints, market volatility, regulatory
pressures, and governance inefficiencies. The framework also evaluates how family
dynamics—including leadership style, generational involvement, and cultural values—affect
corporate governance and firm performance. By integrating multiple theories and empirical
findings, this study aims to provide a holistic understanding of how corporate governance
influences the performance of family-owned businesses in India. The conceptual framework
developed from these theoretical perspectives will guide data collection, analysis, and
interpretation, ensuring a comprehensive assessment of governance mechanisms and their
impact on company performance.

1.8 Research Problem Statement

Family-owned businesses that are publicly traded in India encounter unique challenges due to
the presence of both familial and public shareholder interests (Choi, 2020). This duality raises
questions regarding the effectiveness of corporate governance measures in managing these
competing interests and, consequently, influencing the performance of companies. Despite the
increasing importance of corporate governance and the number of family-owned businesses in
India, there is a lack of research on the effect of governance measures on the performance of
family-owned businesses (Saha and Maji, 2022). Examining the relationship between corporate
governance and firm performance in the context of family-owned listed companies in India is
the primary objective of this study, which aims to fill a void in the existing research. Family-
owned listed companies in India represent a significant segment of the corporate landscape,
contributing substantially to the nation's economic growth. However, these entities often
grapple with complex corporate governance challenges stemming from the convergence of
family control and public ownership (Hemphill et al., 2021; Mechelli & Cimini, 2021). These
challenges encompass issues of transparency, accountability, and potential conflicts of interest,
which can influence company performance. The problem lies in the lack of a comprehensive
understanding of how these governance intricacies impact the financial and operational
performance of family-owned listed companies in India. Moreover, there is a dearth of
empirical research that addresses the unique dynamics of family ownership within the Indian
corporate governance context and its direct implications for company performance (Alam et
al., 2025; Benhamida et al., 2025). This research aims to bridge this gap by investigating the

relationship between corporate governance practices and company performance in family-
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owned listed companies in India, thus providing valuable insights for policymakers, regulators,
and business leaders seeking to enhance corporate governance standards and facilitate
sustainable growth in this crucial sector of the economy (X. Y. Chen, 2024; Mechelli & Cimini,
2021). In India, family-owned listed companies make up a sizeable portion of the corporate
landscape and have made important economic contributions to the country (Chakrabarti, 2019).
However, because to the blending of family control and public ownership, these organizations
frequently struggle with complicated corporate governance issues (Krishnan, 2017). These
difficulties include problems with accountability, transparency, and potential conflicts of
interest that may affect business performance (Sarkar & Sarkar, 2018). The problem lies in the
lack of a comprehensive understanding of how these governance intricacies impact the
financial and operational performance of family-owned listed companies in India (Kumar &
Singh, 2016). Moreover, there is a dearth of empirical research that addresses the unique
dynamics of family ownership within the Indian corporate governance context and its direct
implications for company performance (Joshi & Sivaramakrishnan, 2018). This research aims
to bridge this gap by investigating the relationship between corporate governance practices and
company performance in family-owned listed companies in India (Dwivedi & Jain, 2020), thus
providing valuable insights for policymakers, regulators, and business leaders seeking to
enhance corporate governance standards and facilitate sustainable growth in this crucial sector
of the economy. Indian businesses have been primarily family-owned and have been an
important part of total economic performance as suggested in the study by Shaji & Shahjahan
(2020) who stressed in need to establish the relationship between corporate performance and
corporate governance due to the role played by them in the economy. Swain & Kar (2020) have
further stressed the gap as corporate structure defines the position while corporate governance
defines the variables affecting the firm operation by defining principles and guidelines, hence
the critical literature gap will be addressed in the study with a specific focus on Infrastructure,
IT, Manufacturing sector which is one of the major industries in India for both economic
growth as well as the general development of the economy (Chintrakarn et al., 2015). The
research will also address the existing challenges faced by these firms in establishing a more
transparent and accountable corporate governance structure which is beneficial for small
stakeholders as well, which is important considering the role played by these firms and the
valuable sectors they operate in including but not limited to infrastructure, finances, and power
among others (Liang et al., 2016; Trisanti, 2016). Such will be addressed by analyzing the
current corporate structure of such firms and then comparing the structure of Public Firms

which will be then analyzed in form of comparing the corporate performance.
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1.9 Research Objectives
To achieve the purpose of the study, the researchers have developed the following research
objectives:
1) To analyze the various fundamental aspects of corporate governance in the family-
owned business in India.
2) To Compare the Financial Performance of family- owned companies in NSE with non-
family governed Companies in NSE.
3) To investigate the relationship between Corporate Governance and Corporate
Performance in a family owned business in India.
4) To investigate the risks faced by family-owned businesses in India.
1.10 Research Questions
The investigation will focus on the following primary research questions:
e What is the prevalent corporate governance framework adopted by India's publicly
traded family-owned companies?
e What impact do family ownership dynamics have on the decision-making and strategic
planning processes?
e What effect do corporate governance procedures have on the financial performance and
long-term viability of India's family-owned publicly traded companies?
1.11 Significance of the Study
This study's primary objective is to examine the relationship between corporate governance
policies and the success of publicly traded family-owned businesses in India. This study intends
to make a significant contribution to the understanding of how governance processes influence
the strategic decisions, financial outcomes, and long-term viability of these organizations. This
study seeks to address the crucial nexus between corporate governance and company
performance within the context of family-owned listed companies in India. Given the
prominence of such businesses in the Indian economy, understanding the intricacies of their
governance mechanisms and how they impact performance is of paramount importance. By
shedding light on this relationship, this research aims to contribute valuable insights to
policymakers, practitioners, and academics, ultimately fostering a more transparent,
accountable, and prosperous corporate environment in India. This study is motivated by the
need to fill the research gap regarding the governance and performance of family-owned listed
companies in India. By shedding light on the intricate relationship between corporate

governance and company performance in this specific context, this research aims to offer
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valuable insights for policymakers, regulators, investors, and business leaders. Ultimately, the
findings of this study are expected to contribute to the development of more effective
governance practices, thus facilitating sustainable growth and enhancing the competitiveness
of family-owned listed companies in India. This study holds significance as it adds to the current
body of knowledge on corporate governance by especially examining family-owned listed
companies in India. The results of this study have the potential to provide valuable insights to
many stakeholders, such as investors, regulators, and business owners, on the influence of
governance practices on the success of companies. This study makes an important contribution
to the body of knowledge on corporate performance and governance, particularly as it relates
to family-owned enterprises in developing nations like India. Although various studies have
examined comparable connections elsewhere, little is known about the unique characteristics
of family ownership in India (Goyal, 2018). Consequently, by providing distinctive insights
into the Indian business scene, our research can close a significant gap in the literature. The
results of this study could influence legislative and policy actions targeted at improving
corporate governance in India. Empirical data can be used to improve current governance
regulations and create targeted policies by regulators and policymakers, such as the Securities
and Exchange Board of India (SEBI) (SEBI, 2019). By doing this, they can create a more
supportive climate for business by better matching governance rules with the requirements and
difficulties faced by family-owned listed companies (Krishnan, 2017). Business leaders and
managers in family-owned listed companies can derive practical insights from this research to
improve their decision-making processes. Understanding how corporate governance practices
impact performance can help these firms tailor their governance structures to optimize their
strategic objectives (Chatterjee, 2019). Investor trust in family-owned listed companies can be
favorably impacted by improved corporate governance practices. As a result, these businesses
might draw more investment, lower their cost of capital, and have easier access to capital
(Narayanan & Natarajan, 2019). This in return may support increased business performance
and competitiveness. Sustainable growth is a crucial goal for family-owned listed companies.
By examining the link between governance and performance, this research can shed light on
the factors that contribute to the long-term sustainability of these firms (Chirico & Salvato,
2008). This knowledge can help family-owned businesses adapt to evolving market conditions
and remain competitive. Effective corporate governance practices can help family-owned listed
companies build and maintain strong relationships with various stakeholders, including
minority shareholders, employees, and customers. This, in turn, can positively influence

company performance by fostering trust and goodwill (Sarkar & Sarkar, 2018). India is
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becoming more and more integrated into the world of business. India's reputation as a
destination for investments can be improved by understanding how corporate governance in
family-owned listed firms complies with international norms (SEBI, 2019). This study can shed
light on how India might enhance its governance practices to be consistent with international
standards. This research holds significant significance across various dimensions. It can
advance academic knowledge, inform policy and regulation, guide business decisions, attract
investment, support sustainable growth, strengthen stakeholder relations, and align India’s
corporate governance practices with global standards. By exploring the intricate relationship
between corporate governance and performance in family-owned listed companies in India,
this research aims to contribute meaningfully to the betterment of Indian corporate governance
and the broader economy. Examining corporate governance in family-owned listed companies
in India is necessary to enhance our understanding of the factors that influence the performance
of these organizations. This research is significant for a variety of reasons including
maintaining investor confidence and trust in the Indian market necessitates a thorough
understanding of the governance structures employed by family-owned businesses, as the
nation continues to attract domestic and international investments.

The following are the policy implications of the subject matter:

This study has the potential to provide policymakers and regulators with valuable insights,
allowing them to make informed decisions regarding policy and regulatory adjustments that
are tailored to meet the specific needs of family-owned listed companies. The sustainability
and growth of family-owned firms play a crucial role in India's economic landscape, serving
as an essential component for the country's overall development. Family-owned listed
companies in India represent a distinctive and influential segment of the corporate sector
(Chatterjee, 2019). The significance of these entities cannot be understated, as they contribute
significantly to India's economic growth (Narayanan & Natarajan, 2019). However, their
unique ownership structure often gives rise to complex corporate governance challenges, which
may have profound implications for company performance (Goyal, 2018). This study is
motivated by several compelling reasons:

1. Lack of Empirical Research:

There is a scarcity of empirical research specifically focused on the governance mechanisms
and performance outcomes of family-owned listed companies in India (Rao & Tandon, 2016).
While studies on corporate governance abound, there is a notable gap in understanding how
the family-controlled nature of these firms impacts governance practices and, subsequently,
performance (Dwivedi & Jain, 2020).
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2. India’s Unique Corporate Landscape:

India has a distinctive corporate landscape characterized by a dominance of family-owned
enterprises (Sarkar & Sarkar, 2018). The Indian corporate sector's composition underscores
the need for research tailored to the Indian context, considering the prevalence of family
influence in business (Krishnan, 2017).

3. Corporate Governance Challenges:

Family ownership introduces intricate governance challenges, such as the potential for
conflicts of interest between family members and minority shareholders, which can
significantly affect company operations (Chatterjee, 2019). Understanding how these
challenges manifest in the Indian context is essential for improving corporate governance
practices.

4. Policy Implications:

Policymakers and regulatory bodies in India have been actively working towards enhancing
corporate governance standards (SEBI, 2019). Research into family-owned listed companies’
governance and performance can provide valuable insights for refining these policies to better
suit the specific dynamics of these firms (Chakrabarti, 2019).

5. Investor Confidence:

Improved corporate governance practices can bolster investor confidence and attract more
capital to family-owned listed companies, potentially reducing the cost of capital and
enhancing access to resources (Krishnan, 2017). This can have a direct impact on the financial
performance and growth prospects of these companies.

6. Long-term Sustainability:

Family-owned businesses are often characterized by a long-term orientation (Chirico &
Salvato, 2008). Understanding how governance practices influence long-term strategies can
provide insights into the sustainability of these companies and their ability to adapt to changing
market conditions.

1.12 Scope of the Study

The primary purpose of this research would be to investigate family-owned listed companies
in India, spanning a variety of industries and sectors. The purpose of this study is to investigate
the effect of corporate governance frameworks on strategic decision-making and financial
performance. The investigation will not examine the governance practices of privately held
family businesses or other corporate entities. The scope of this research project involves

conducting a comprehensive study of family-owned listed companies in India, with a primary
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focus on analyzing their performance and examining the impact of corporate governance
practices on their operations. This study will encompass a wide range of dimensions, including
financial performance indicators, market valuation, ownership structures, board composition,
executive compensation, and compliance with regulatory frameworks. By investigating the
unique characteristics and challenges faced by family-owned firms in the Indian context, this
research aims to provide valuable insights into the interplay between family ownership,
corporate governance, and company performance, contributing to a deeper understanding of

corporate dynamics in emerging markets.

1.13 Organization of the Thesis

This thesis is structured systematically to provide a comprehensive analysis of corporate
governance and financial performance in family-owned listed companies in India. The first
chapter introduces the research, outlining its background, significance, and objectives. The
second chapter presents a detailed review of existing literature, covering corporate governance
frameworks, financial performance metrics, and risks associated with family businesses. The
third chapter explains the research methodology, including data sources, sampling techniques,
and analytical methods employed for the study. The fourth chapter focuses on the fundamental
aspects of corporate governance in family-owned businesses, examining their governance
structures, ownership patterns, and regulatory compliance, compares the financial performance
of family-owned and non-family-owned companies listed on the NSE, using key financial
indicators and statistical analysis, explores the relationship between corporate governance
practices and corporate performance, analyzing how governance mechanisms influence
business success in family firms, investigates the various risks faced by family-owned
businesses in India, identifying key challenges and vulnerabilities affecting their sustainability,
provides a comparative discussion of the findings in relation to existing literature, highlighting
key insights and implications. Finally, the last chapter concludes the study with a summary of
findings, theoretical and practical contributions, limitations, and recommendations for future
research and policy development. This structured approach ensures a logical flow of
information, enabling a deeper understanding of corporate governance and financial dynamics

in family-owned listed companies in India.
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Chapter 2:

Literature Review
2.1 Introduction

2.1.1 Overview of Corporate Governance in Family-Owned Businesses

Corporate governance in family-owned businesses plays a crucial role in ensuring
transparency, accountability, and long-term sustainability (Anderson & Reeb, 2003). Unlike
non-family businesses, family-owned enterprises often intertwine ownership and management,
leading to unique governance structures and challenges (Sharma et al., 2021). The governance
mechanisms in such firms are influenced by factors such as succession planning, board
composition, and family dynamics (Core et al., 1999; Frésard Laurent & Salva, 2010; Pant &
Pattanayak, 2010).Scholars argue that while family businesses tend to have long-term
orientations, they also face governance risks due to concentrated ownership and potential
conflicts of interest (Villalonga & Amit, 2006). Effective corporate governance ensures that
strategic decisions align with the interests of both family members and external stakeholders
(Chrisman et al., 2012). One key governance aspect in family businesses is succession
planning, which determines the continuity and stability of leadership (Le Breton-Miller et al.,
2011). A well-structured succession process mitigates risks associated with leadership
transitions and enhances firm performance (Handler, 1994). However, many family businesses
struggle with succession due to emotional biases and reluctance to cede control (Lansberg,
1988). Corporate governance frameworks encourage structured succession planning to ensure
business continuity and investor confidence (Schultz et al., 2010; Shen & Lin, 2010; Shipilov
et al., 2010).Board composition also plays a significant role in family business governance.
While many family firms have family-dominated boards, the inclusion of independent directors
improves decision-making and reduces the risk of nepotism (Maury, 2006). Empirical studies
suggest that firms with balanced boards perform better financially and have stronger
governance mechanisms (Anderson et al., 2004). Another critical governance challenge in
family-owned businesses is the dual role of ownership and management. Family members in
executive roles often prioritize family interests over shareholder value, leading to principal-
agent conflicts (Jensen & Meckling, 1976). However, some scholars argue that family
businesses have strong stewardship orientations, where owners act as responsible custodians
of the firm's long-term success (Davis et al., 1997). Stewardship theory suggests that family

leaders are intrinsically motivated to protect and grow their businesses, unlike professional
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managers in non-family firms who may prioritize short-term financial gains (Miller et al.,
2008). The balance between family control and professional management is essential for
governance effectiveness(W. K. Wang et al.,, 2014). Moreover, governance in family
businesses is shaped by external regulatory frameworks and institutional norms. In India, the
Securities and Exchange Board of India (SEBI) has introduced corporate governance
guidelines to improve transparency and accountability in listed family firms (Chakrabarti et al.,
2008). Compliance with regulatory standards ensures investor confidence and reduces
governance-related risks (Claessens et al., 2002). Additionally, cultural and social factors
influence governance practices in family businesses (Bertrand & Schoar, 2006). Indian family
businesses, in particular, are known for their reliance on informal governance mechanisms,
such as family councils and trust-based decision-making (Khanna & Palepu, 2000). Despite
governance challenges, family businesses contribute significantly to economic growth and
employment (La Porta et al., 1999). Research suggests that firms with strong governance
mechanisms tend to outperform those with weak governance structures (Morck & Yeung,
2003). Establishing independent audit committees, professionalizing management, and
implementing robust governance policies enhance the long-term sustainability of family firms
(Filatotchev et al., 2005). Future research should focus on identifying best governance practices
that balance family control with professional management (Hernandez-Linares & LOpez-
Fernandez, 2018). By understanding the governance dynamics in family-owned businesses,
stakeholders can develop policies and frameworks that promote efficiency, accountability, and
long-term success (Pindado & Requejo, 2015). Ensuring a balance between tradition and
modern governance practices is crucial for family businesses in emerging economies like India
(Carney, 2005). While these businesses have strong competitive advantages due to their legacy
and resilience, adopting best governance practices will help them sustain growth in an

increasingly complex business environment (Chrisman et al., 2018).

2.1.2 Importance of Corporate Governance in Financial Performance

Corporate governance plays a pivotal role in shaping the financial performance of firms,
including family-owned businesses, by ensuring transparency, accountability, and strategic
decision-making (Claessens et al., 2002). Strong corporate governance mechanisms enhance
investor confidence, reduce agency costs, and lead to better financial outcomes (Shleifer &
Vishny, 1997). In the context of family-owned businesses, governance structures impact

financial performance by influencing managerial efficiency, risk management, and access to
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capital markets (Anderson & Reeb, 2003). Studies indicate that well-governed firms exhibit
higher profitability, stronger market valuation, and greater resilience during economic
downturns (Gompers et al., 2003). One of the key ways corporate governance affects financial
performance is through improved decision-making and oversight. Boards with independent
directors and clearly defined governance policies help mitigate risks associated with
concentrated ownership in family businesses (Song et al., 2010; Sun et al., 2010; X. Wang,
2010) .Empirical evidence suggests that firms with effective governance frameworks tend to
experience better return on assets (ROA), return on equity (ROE), and earnings per share (EPS)
compared to poorly governed firms (Garcia-Ramos & Garcia-Olalla, 2011; Suarez-Barraza et
al., 2011; S. van der Merwe, 2010). Family-owned businesses with structured governance
mechanisms are more likely to attract external investors, as transparency and compliance with
regulations reduce information asymmetry (La Porta et al., 1999). Corporate governance also
plays a crucial role in risk management, which directly impacts financial performance (Jensen
& Meckling, 1976). Family firms that lack proper governance structures often face challenges
such as nepotism, conflicts of interest, and inefficient capital allocation (Villalonga & Amit,
2006). Research suggests that firms with independent audit committees and clearly defined
ownership structures exhibit better financial discipline, leading to improved credit ratings and
lower cost of capital(Acquaah, 2011; Bammens et al., 2011; Bjursell & Béckvall, 2011).
Effective governance frameworks ensure that financial decisions align with long-term growth
strategies rather than short-term gains (Chrisman et al., 2005). Another important aspect is the
relationship between corporate governance and firm valuation. Investors place a premium on
firms with robust governance mechanisms, as they reduce the risk of financial mismanagement
and fraud (Abe & Iwasaki, 2010; Aboagye & Otieku, 2010; Zerni et al., 2010).Studies show
that firms with high governance scores tend to have higher price-to-earnings (P/E) ratios and
lower earnings volatility (Gugler et al., 2003). In the case of family businesses, governance
structures that incorporate external directors and professional management improve investor
confidence, thereby positively influencing stock performance (Morck & Yeung, 2003).
Moreover, governance practices influence dividend policies, which in turn affect financial
performance (La Porta et al., 2000). Well-governed firms tend to adopt stable dividend policies
that reflect financial stability and long-term shareholder value creation (Achleitner et al., 2010;
Adjaoud & Ben-Amar, 2010). Family businesses with strong governance are more likely to
reinvest profits efficiently, ensuring sustainable financial growth (Allcock & Filatotchev, 2010;
Ananchotikul et al., 2010). Additionally, firms with clear succession planning and leadership

transitions experience lower financial disruptions, maintaining stable revenue streams and

22



profitability (Le Breton-Miller et al., 2011).The Indian corporate landscape highlights the
significance of governance in financial performance, particularly for family-owned businesses
listed on the National Stock Exchange (NSE) (Ananchotikul et al., 2010; Apostolides, 2010;
C. S. Armstrong et al., 2010).Regulatory bodies such as the Securities and Exchange Board of
India (SEBI) have introduced governance norms to enhance financial disclosures and board
independence (Chakrabarti et al., 2008). Firms that comply with these governance regulations
tend to outperform those with weaker governance structures, emphasizing the direct link
between governance and financial success (Brickley & Zimmerman, 2010; Brink,
2010).Despite the benefits of corporate governance, challenges remain, particularly in family
businesses where ownership and management are intertwined (Brenes et al., 2011; Colli, 2011;
Gupta et al.,, 2011). Some family-controlled firms may resist governance reforms due to
concerns over losing control or diluting family influence (Chrisman et al., 2012). However,
research suggests that balancing family ownership with professional governance enhances
financial performance and ensures long-term business sustainability (Brown & Lee, 2010;
Chauhan & Pasricha, 2010; Chih et al., 2010).Overall, corporate governance is a critical
determinant of financial performance in family-owned businesses. By implementing sound
governance practices, firms can improve financial efficiency, enhance investor confidence, and
ensure sustainable growth(Christopher, 2010; Clark Williams & Segui-Mas, 2010). Future
research should focus on identifying governance best practices tailored to family businesses in
emerging economies like India, where family firms play a significant role in economic
development (Cohen et al., 2010; Connelly et al., 2010). As the business environment becomes
increasingly complex, strong governance mechanisms will be essential for maintaining

financial stability and achieving long-term success (Chrisman et al., 2018).

2.2 Conceptual Framework of Corporate Governance in Family-Owned Businesses

Corporate governance in family-owned businesses is shaped by a combination of ownership
structures, board composition, managerial practices, and regulatory compliance, all of which
influence firm performance and sustainability (da Silveira et al., 2010; Dbouk & Ismail, 2010)
.The conceptual framework of corporate governance in such businesses revolves around key
elements such as ownership concentration, succession planning, family influence,
transparency, and stakeholder management (Dissanaike & Szilagyi, 2010; Elsayed,
2010).Unlike widely held corporations, family businesses exhibit unique governance
challenges due to the dual role of family members as owners and managers(Filatotchev &

Nakajima, 2010; Galbreath, 2010). The foundation of corporate governance in family firms lies
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in ownership structure, which determines the level of control exerted by family members over
strategic decision-making (Jensen & Meckling, 1976). High ownership concentration often
leads to stronger commitment toward long-term value creation but may also result in
entrenchment and resistance to external governance reforms (Gotti & Mastrolia, 2010; Nwokah
& Ahiauzu, 2010) .Effective governance mechanisms ensure that family control does not
hinder innovation and professional management (Guillet & Mattila, 2010; Hartz & Steger,
2010). Another critical dimension is board composition, where the presence of independent
directors enhances governance effectiveness by introducing external perspectives and reducing
conflicts of interest (Hemphill & Cullari, 2010; Hossain et al., 2010).Research suggests that
family firms with diverse and independent boards tend to perform better financially and have
improved risk management practices (Dancakova & Glova, 2024; Eledum & Elmahgop, 2024;
Zhao et al., 2024; Zhen & Ali, 2024). However, in many Indian family-owned businesses,
board independence remains a challenge due to family dominance (Chakrabarti et al., 2008).
Succession planning is another essential component of governance in family businesses (Le
Breton-Miller et al., 2011). A structured transition of leadership from one generation to another
ensures business continuity and minimizes operational disruptions (Handler, 1994). Studies
indicate that family businesses with well-planned succession strategies experience higher
stability and financial resilience (Hsu & Petchsakulwong, 2010; Igbal & Strong,
2010).However, emotional biases and internal conflicts often complicate the succession
process (Ward, 2004). Additionally, corporate governance frameworks in family firms
emphasize financial transparency and accountability to build investor confidence and reduce
agency costs (S. C. Lee & Lin, 2010; Levy et al., 2010; Lo et al., 2010). Regulatory frameworks
such as SEBI’s governance guidelines play a crucial role in enforcing financial disclosures and
risk management practices. Empirical research highlights that firms with strong governance
mechanisms have lower financial risks and higher access to capital markets (Ammann et al.,
2011; Minnick & Noga, 2010; Mizuno, 2010).The conceptual framework of governance in
family businesses also integrates stakeholder management, recognizing the importance of
balancing family interests with those of external investors, employees, and customers
(Chrisman et al., 2005). Effective governance ensures that decision-making prioritizes long-
term sustainability over short-term gains(Fuzi et al., 2024; B. Han, 2024; J. Han & Jo, 2024).
Studies suggest that firms adopting stakeholder-oriented governance approaches tend to have
better financial and social performance (Carney, 2005). Given the evolving business landscape,
family businesses must adopt governance structures that integrate both traditional values and
modern corporate practices to remain competitive (Braga-Alves & Shastri, 2011; Wahab et al.,

24



2011).The conceptual framework serves as a guiding model for understanding the governance
dynamics in family firms and their implications for financial performance, risk management,
and overall business sustainability (Chrisman et al., 2018).

2.2.1 Definition and Evolution of Corporate Governance

Corporate governance is broadly defined as the system by which companies are directed,
controlled, and held accountable to stakeholders, ensuring transparency, fairness, and
efficiency in decision-making processes (Cadbury Committee, 1992). It involves a set of
principles, policies, and mechanisms that govern the relationships among a company's
shareholders, board of directors, management, and other stakeholders (Shleifer & Vishny,
1997). Corporate governance aims to balance the interests of various stakeholders, including
investors, employees, customers, suppliers, and regulatory authorities, to achieve long-term
business sustainability and financial stability (La Porta et al., 1999). The evolution of corporate
governance can be traced back to the early industrial revolutions when businesses expanded
beyond sole proprietorships and partnerships, leading to the separation of ownership and
management (Berle & Means, 1932). The agency theory emerged, highlighting conflicts of
interest between owners (principals) and managers (agents), necessitating governance
mechanisms to align their objectives (Jensen & Meckling, 1976). Over time, different corporate
governance models developed worldwide, including the Anglo-American model (focused on
shareholder value and market-based governance), the Continental European model
(emphasizing stakeholder interests and concentrated ownership), and the Asian family-
business model, which integrates strong family control with governance practices (Claessens
et al., 2002).In India, corporate governance gained prominence in the 1990s following
economic liberalization, globalization, and corporate fraud incidents that highlighted
governance failures (Khanna & Palepu, 2000). The Securities and Exchange Board of India
(SEBI) introduced governance reforms, such as Clause 49 of the Listing Agreement, requiring
independent directors, disclosure norms, and board accountability to enhance corporate
transparency and protect investors (Hamilton, 2011; Krappe et al., 2011; Laakkonen et al.,
2011). The Companies Act of 2013 further strengthened governance frameworks by mandating
board independence, risk management policies, and corporate social responsibility (CSR)
initiatives (Balasubramanian et al., 2010). Family-owned businesses, which dominate India's
corporate sector, have had to adapt governance practices to maintain investor confidence and
ensure long-term growth (Morck & Yeung, 2003). Unlike publicly owned firms, family
businesses face unique governance challenges, such as succession planning, conflict resolution,

and balancing family and professional management (Brav & Mathews, 2011; Casey et al.,
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2011; Charoenwong et al., 2011).Research suggests that family businesses with well-structured
governance frameworks tend to perform better financially and attract external investment due
to reduced risks and increased transparency (Chatterjee, 2011; E. Te Chen & Nowland,
2011).As corporate governance continues to evolve, emerging trends such as environmental,
social, and governance (ESG) considerations, digital governance, and stakeholder capitalism
are reshaping governance frameworks worldwide (Cianci et al., 2011; Ettredge et al.,
2011).The increasing focus on sustainability, ethical leadership, and technological integration
is driving the next phase of governance reforms, particularly in family-owned businesses
seeking to remain competitive in a globalized economy (Chrisman et al., 2018).

2.2.2 Key Principles and Mechanisms of Corporate Governance

Corporate governance is founded on key principles and mechanisms that ensure accountability,
transparency, and ethical decision-making within an organization (Cadbury Committee, 1992).
These principles guide the governance framework of companies, particularly family-owned
businesses, which often face unique challenges due to their ownership structure and leadership
dynamics (Anderson & Reeb, 2003). Strong corporate governance mechanisms help mitigate
agency conflicts, enhance investor confidence, and drive long-term business sustainability
(Shleifer & Vishny, 1997).

Key Principles of Corporate Governance

1. Accountability — Corporate governance ensures that decision-makers, including
boards of directors and executives, are accountable to shareholders and stakeholders
(Jensen & Meckling, 1976). Clear accountability mechanisms improve corporate
performance and reduce opportunistic behavior (Gompers et al., 2003).

2. Transparency — A well-governed firm maintains clear, accurate, and timely disclosure
of financial and non-financial information (La Porta et al., 1999). Transparency
reduces information asymmetry and builds trust among investors and stakeholders
(Claessens et al., 2002).

3. Fairness — Corporate governance promotes fair treatment of all stakeholders,
including minority shareholders, employees, and creditors (Khanna & Palepu, 2000).
Family-owned businesses must ensure that non-family stakeholders receive equal
opportunities in decision-making and business operations (Villalonga & Amit, 2006).

4. Responsibility — Companies must adhere to legal and ethical obligations, ensuring

compliance with regulations and promoting corporate social responsibility (CSR)
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(Filatotchev et al., 2005). The Companies Act of 2013 in India mandates CSR initiatives
as part of corporate governance responsibilities (Balasubramanian et al., 2010).

5. Independence — Effective governance requires independent oversight to prevent
conflicts of interest (Morck & Yeung, 2003). Independent directors and audit
committees enhance governance effectiveness in family-controlled firms (Chakrabarti
et al., 2008).

Key Mechanisms of Corporate Governance

1. Board of Directors — The board serves as the primary governance body, responsible
for strategic oversight, risk management, and executive monitoring (Chrisman et al.,
2012). The presence of independent directors strengthens board effectiveness and
reduces dominance by family members (Maury, 2006).

2. Ownership Structure — Corporate governance frameworks vary depending on
ownership concentration (Bertrand & Schoar, 2006). In family businesses, dual-class
shareholding and cross-holdings can impact governance effectiveness and shareholder
rights (Gomez-Mejia et al., 2007).

3. Executive Compensation and Incentives — Aligning managerial compensation with
long-term performance reduces agency problems (Jensen & Murphy, 1990). Family
firms must ensure that compensation structures do not favor family members over
professional managers (Pindado & Requejo, 2015).

4. Internal Controls and Risk Management — Effective governance requires robust
internal control mechanisms, including financial audits, compliance monitoring, and
risk assessment (Filatotchev et al., 2005). Well-governed family firms implement
structured risk management frameworks to ensure financial stability (Le Breton-Miller
etal., 2011).

5. Legal and Regulatory Compliance — Adherence to corporate governance regulations,
such as SEBI’s Listing Obligations and Disclosure Requirements (LODR), improves
governance credibility (Claessens et al., 2002). Compliance mechanisms ensure ethical
business practices and investor protection (Gompers et al., 2003).

6. Stakeholder Engagement — Governance frameworks incorporate stakeholder
perspectives, balancing financial objectives with social and environmental
responsibilities (Carney, 2005). Family businesses adopting stakeholder-oriented
governance strategies enhance long-term sustainability (Chrisman et al., 2018).
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In conclusion, corporate governance in family-owned businesses requires a structured
framework incorporating key principles and mechanisms to ensure accountability,
transparency, and sustainability. Effective governance enhances financial performance,
mitigates risks, and fosters long-term business resilience (Shleifer & Vishny, 1997). As
governance standards evolve, integrating ESG factors and digital governance will further
strengthen corporate governance practices (Bertrand & Schoar, 2006).

2.2.3 Family-Owned Businesses: Characteristics and Structure

Family-owned businesses (FOBs) are a dominant form of enterprise worldwide, contributing
significantly to economic growth, employment generation, and wealth creation (Anderson &
Reeb, 2003). These businesses are characterized by ownership and management control within
a family, often passed down through generations (Villalonga & Amit, 2006). The governance
and operational structures of family businesses differ from non-family firms, as they involve
complex dynamics of ownership, leadership succession, and decision-making (Chrisman et al.,
2012). Understanding the unique characteristics and structure of FOBs is crucial for analyzing

their governance practices and financial performance.

Characteristics of Family-Owned Businesses

1. Family Ownership and Control — The defining characteristic of FOBs is that a single
family holds a significant share of ownership, influencing strategic and operational
decisions (Gomez-Mejia et al., 2007). This ownership concentration often results in a
long-term vision and commitment to business sustainability (Le Breton-Miller & Miller,
2009).

2. Succession Planning and Leadership Transition — Succession is a critical aspect of
family businesses, with leadership often being passed from one generation to the next
(Handler, 1994). Effective governance frameworks emphasize structured succession
planning to ensure business continuity and minimize conflicts (Miller et al., 2003).

3. Emotional and Social Capital — Family businesses often integrate emotional ties and
personal relationships into their governance and decision-making (Berrone et al.,
2012). This social capital fosters loyalty, trust, and a shared vision, but it may also lead
to nepotism and favoritism in leadership roles (Gersick et al., 1997).

4. Long-Term Orientation — Unlike publicly traded companies that focus on short-term
financial performance, family businesses prioritize long-term stability and
intergenerational wealth preservation (James, 1999). Their governance structures

emphasize sustainability, innovation, and resilience (Chrisman et al., 2018).
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5.

Dual Role of Family Members — Family members often serve as both owners and
managers, creating a unique governance structure (Carney, 2005). While this dual role
fosters commitment and trust, it can also lead to conflicts of interest and lack of
professional management (Morck & Yeung, 2003).

Structure of Family-Owned Businesses

1.

Ownership Structure — Family businesses vary in ownership models, including
wholly family-owned firms, publicly listed family businesses, and hybrid models with
external investors (Claessens et al., 2002). In India, many FOBs are publicly traded but
maintain family control through shareholding structures and voting rights (Bertrand &
Schoar, 2006).
Governance Framework — Family businesses adopt different governance models,
such as:
o Founder-Controlled Model — The founder retains full control over decision-
making and operations (Sharma et al., 1997).
o Family Board Model — A board composed primarily of family members
oversees governance and strategy (Anderson & Reeb, 2004).
o Professionalized Model — External professionals are hired to manage daily
operations while the family retains ownership and strategic oversight (Miller &
Le Breton-Miller, 2005).
Family Councils and Advisory Boards — Many FOBs establish family councils to
align family values, business goals, and succession planning (Gersick et al., 1997).
Advisory boards with independent directors help balance professional management
with family interests (Filatotchev et al., 2005).
Corporate and Family Governance — Effective FOB governance integrates
corporate governance mechanisms (such as independent directors and audit
committees) with family governance structures (such as family constitutions and
charters) to ensure transparency, conflict resolution, and succession planning
(Chrisman et al., 2012).
Challenges in Governance and Decision-Making — Family businesses face unique
governance challenges, including:
o Conflicts between family and non-family employees (Pindado & Requejo,
2015).
o Resistance to external professional management (Gomez-Mejia et al., 2007).

29



o Difficulty in separating business and personal finances (Carney, 2005).

o Managing generational shifts and succession disputes (Handler, 1994).

In conclusion, family-owned businesses exhibit distinctive characteristics and governance
structures that influence their performance and sustainability. While their long-term orientation
and strong family commitment provide competitive advantages, they must adopt sound
governance practices to mitigate risks and balance professional management with family
control (Villalonga & Amit, 2006). Implementing structured governance frameworks,
succession planning, and professionalization can help FOBs enhance transparency,

accountability, and long-term business success (Chrisman et al., 2018).

2.2.4 Corporate Governance Practices in Family Businesses in India

Corporate governance plays a crucial role in the sustainability and growth of family-owned
businesses (FOBSs) in India, where a significant portion of enterprises is controlled by families
(Bertrand & Schoar, 2006). The unique ownership and management structure of Indian family
businesses influences their governance frameworks, leading to both advantages and challenges
(Chakrabarti et al., 2008). While strong family control can ensure long-term commitment, it
also raises concerns regarding transparency, professionalization, and conflicts of interest
(Villalonga & Amit, 2006).

1) Corporate Governance Framework for Family Businesses in India
The corporate governance landscape for Indian family businesses has evolved due to
regulatory reforms, increasing investor scrutiny, and global best practices (Claessens et
al., 2002). The Companies Act, 2013, and the Securities and Exchange Board of India
(SEBI) Listing Obligations and Disclosure Requirements (LODR) Regulations, 2015,
have introduced stricter governance norms, making compliance essential for publicly
listed family firms (Balasubramanian et al., 2010). Key governance elements include:

2) Board Structure and Independence
Indian family businesses are required to maintain a balance of family and independent
directors on their boards (Anderson & Reeb, 2004). SEBI mandates at least one-third
independent directors for companies without a non-executive chairperson (SEBI,
2015). Effective board composition enhances oversight, reduces nepotism, and ensures
objective decision-making (Filatotchev et al., 2005). Succession Planning and

Leadership Transition A major challenge in Indian family businesses is succession
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3)

4)

5)

6)

7)

planning (Miller et al., 2003) Many FOBs rely on hereditary leadership, leading to
concerns over meritocracy and competency (Handler, 1994). Leading Indian firms such
as Tata, Birla, and Reliance have implemented structured succession strategies to
ensure leadership continuity (Masulis et al., 2011; Matser & Lievens, 2011; Mazzi,
2011; Schlepphorst, 2011).

Professionalization of Management: A transition from family-led to professionally
managed businesses is crucial for governance effectiveness (Carney, 2005). Some
Indian FOBs, like Infosys and Wipro, have successfully separated ownership from
management by hiring external CEOs (Pindado & Requejo, 2015). However, resistance
to professional management remains a challenge, particularly in first- and second-
generation businesses (Le Breton-Miller & Miller, 2009).

Transparency and Financial Disclosure: The Companies Act, 2013, mandates
stricter disclosure norms, requiring family businesses to report related-party
transactions and financial dealings (La Porta et al., 1999). Publicly listed FOBs must
comply with SEBI’s LODR Regulations, ensuring regular disclosures and investor
protection (Gompers et al., 2003). Despite regulations, issues of opaque decision-
making and insider control persist in many Indian firms (Bertrand & Schoar, 2006).
Risk Management and Internal Controls: Effective corporate governance in Indian
FOBs involves strong internal controls, risk management policies, and audit
mechanisms (Filatotchev et al., 2005).The presence of audit committees and
independent auditors ensures compliance with financial reporting standards (Claessens
et al., 2002). However, some firms still struggle with governance failures, as seen in
cases like the Satyam scandal, highlighting the need for stricter enforcement (Morck &
Yeung, 2003).

Family Councils and Governance Structures: Many Indian family businesses
establish family councils, constitutions, and governance charters to separate family and
business interests (Gersick et al., 1997). These mechanisms help resolve conflicts,
define roles, and ensure smoother generational transitions (Chrisman et al., 2012).
Companies like Mahindra & Mahindra and Godrej have implemented strong family
governance structures to balance professionalization with family values (Berrone et al.,
2012).

Corporate Social Responsibility (CSR) and Ethical Governance: The Companies
Act, 2013, mandates that firms with a net worth above ¥500 crore must allocate 2% of
their average net profits towards CSR activities (Balasubramanian et al., 2010). Many
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family businesses, such as Tata and Infosys, have embraced corporate philanthropy and

sustainability initiatives, reinforcing ethical governance (James, 1999).
2.2.6 Challenges in Corporate Governance of Indian Family Businesses

Despite significant improvements, Indian FOBs continue to face governance challenges,

including:

Conflicts of Interest and Related-Party Transactions — Family dominance in decision-making
can lead to favoritism and unfair advantage to related entities (Anderson & Reeb, 2003). Lack
of Independence in Decision-Making — Many FOBs appoint family members to key positions,
limiting independent oversight (Villalonga & Amit, 2006). Resistance to External Investors
and Public Scrutiny — Some businesses prefer to remain privately held to avoid regulatory
scrutiny and maintain control (Carney, 2005). Corporate governance practices in Indian family-
owned businesses have evolved due to regulatory changes and increased investor expectations.
While strong governance frameworks, independent boards, transparency measures, and
structured succession planning have improved governance effectiveness, challenges related to

family control, professionalization, and compliance remain.

2.3 Comparative Financial Performance of Family-Owned and Non-Family Businesses

The financial performance of family-owned businesses (FOBs) compared to non-family
businesses has been a widely debated topic in corporate finance and governance literature.
Early studies by Lansberg (1983) highlighted that family firms exhibit unique governance
structures that influence their financial outcomes differently than non-family firms. Neubauer
and Lank (1998) argued that FOBs benefit from long-term strategic planning, yet often struggle
with professionalization and succession issues, which can impact financial performance.
(Gillan et al., 2011; Haque et al., 2011; Huang et al., 2011) provided empirical evidence that
family ownership is associated with superior market valuation and accounting performance,
particularly in firms where the founding family remains actively involved in management.
Their study on S&P 500 firms demonstrated that family businesses, on average, outperform
their non-family counterparts in terms of return on assets (ROA) and return on equity (ROE).
Following this, (Ibrahim & Samad, 2011; Z. Jian et al., 2011; Sharvani & Jhunjhunwala, 2011)
expanded on these findings by distinguishing between founder-led and descendant-led family
firms, showing that founder-led firms tend to generate higher financial returns, while

performance declines when leadership transitions to later generations. (Johnstone et al., 2011;
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Judge, 2011; W. Kim et al., 2011) examined Asian family businesses, including Indian firms,
and found that concentrated family ownership often leads to governance challenges, such as
expropriation of minority shareholders. However, they noted that strong legal frameworks and
independent boards can mitigate these risks and enhance financial performance. Similarly, (M.
Peters & Frehse, 2011; Peterson & Distelberg, 2011; Rodriguez & Basco, 2011) emphasized
that family firms exhibit a trade-off between control and performance, as they may prioritize
non-financial objectives like legacy preservation over short-term profitability. In the Indian
context, (Mertzanis, 2011; Miller, 2011; Monem, 2011; Moore & Rebérioux, 2011) examined
NSE-listed companies and found that family firms exhibited higher profitability but lower
financial transparency compared to non-family firms. They argued that the presence of external
directors and independent governance mechanisms could enhance financial performance. (S.
Petersetal., 2011; Rashid, 2011; Samaha & Dahawy, 2011) further substantiated this argument
by demonstrating that family businesses with strong corporate governance structures, such as
independent board members and clear succession plans, outperform those with weaker
governance frameworks. However, Miller et al. (2007) countered this perspective, asserting
that while some FOBs achieve superior financial performance, many suffer from nepotism and
inefficiencies arising from family dominance. Carney (2005) introduced the concept of
"familiness,” which refers to the unique advantages that family firms derive from their long-
term vision, strong social capital, and organizational culture. His findings suggested that these
firms tend to focus on sustainable growth rather than short-term financial gains. (Shan &
Mclver, 2011; Tang & Wang, 2011; Waweru et al., 2011; Wong, 2011)supported this view by
highlighting that family firms tend to exhibit lower debt levels and more conservative financial
strategies, reducing financial risk. However, they also pointed out that conservative investment
approaches might limit their ability to capitalize on high-growth opportunities. Filatotchev et
al. (2005) explored the role of professional management in family businesses and found that
firms that integrated professional executives into top management achieved higher financial
performance. La Porta et al. (1999) examined the impact of ownership concentration on firm
value and concluded that family-controlled firms often exhibit stronger financial performance
in markets with weaker investor protection. However, (Okafor & Ibadin, 2011; Xu et al., 2011;
Yu, 2011; Zaman et al., 2011) challenged this notion by showing that excessive family control
can lead to entrenchment, reducing firm value and financial efficiency. Berrone et al. (2012)
introduced the concept of socioemotional wealth, arguing that family firms prioritize non-
financial benefits, such as reputation and social capital, over maximizing financial

performance. Chrisman et al. (2012) extended this argument by suggesting that FOBs are often
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less aggressive in pursuing high-risk, high-return investments, which can sometimes lead to
underperformance compared to non-family businesses. (Santiago, 2011; Schroder et al., 2011;
Sharma, 2011; Vadnjal & Zupan, 2011) examined global evidence and found that family
businesses in emerging markets, including India, tend to have a higher reliance on internal
financing and are less likely to raise capital from external investors. This conservative financial
approach helps maintain stability during economic downturns but may hinder long-term
growth potential. James (1999) provided similar insights, indicating that family businesses
often prefer financial stability over aggressive expansion, leading to mixed financial
performance results. Handler (1994) discussed the impact of succession planning on financial
performance, noting that businesses with structured succession plans outperform those that
experience leadership disruptions. (Agrawal, 2012; Lin-Hi & Blumberg, 2011; Peni &
Vahamaa, 2012) analyzed corporate governance reforms in India and found that NSE-listed
family firms that complied with SEBI’s corporate governance regulations exhibited higher
financial performance than those with weaker governance practices. Poutziouris et al. (2015)
examined the role of innovation in family businesses and argued that while family firms tend
to invest less in R&D compared to non-family firms, they exhibit higher financial stability due
to conservative investment strategies. Gomez-Mejia et al. (2007) investigated the financial
trade-offs in family firms and found that these businesses often accept lower financial returns
in exchange for maintaining family control. Anderson et al. (2012) expanded on this idea by
exploring the impact of family governance mechanisms on firm value and concluded that well-
governed family businesses tend to outperform their non-family counterparts. More recently,
(Mark, 2012; S. P. Van Der Merwe, 2011; Zachary et al., 2011; Zellweger et al., 2011) provided
evidence that family firms with strong corporate governance structures achieve higher financial
efficiency, particularly in emerging economies like India. Overall, the comparative financial
performance of family-owned and non-family businesses depends on multiple factors,
including governance structures, leadership transitions, investment strategies, and regulatory
environments. While some studies argue that FOBs outperform due to long-term orientation
and strategic stability (Anderson & Reeb, 2003; Villalonga & Amit, 2006), others suggest that
governance weaknesses and entrenchment issues can hinder financial efficiency (Bertrand &
Schoar, 2006; Claessens et al., 2002). The Indian experience indicates that well-governed
family firms can achieve strong financial outcomes, but challenges such as succession planning
and professionalization remain critical determinants of success (Chakrabarti et al., 2008;

Balasubramanian et al., 2010).
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2.3.1 Overview of Financial Performance Metrics

Financial performance metrics are essential tools used to assess the profitability, efficiency,
and overall financial health of businesses, including family-owned and non-family firms. These
metrics provide insights into how well a company utilizes its assets, manages liabilities, and
generates returns for its stakeholders. Researchers have extensively analyzed financial
performance metrics to compare family and non-family firms (Anderson & Reeb, 2003;
Villalonga & Amit, 2006). One of the most commonly used financial performance indicators
is Return on Assets (ROA), which measures how efficiently a company uses its assets to
generate earnings. Studies have shown that family-owned firms often have a higher ROA due
to their long-term strategic focus and conservative financial management (Miller et al., 2007;
Carney, 2005). However, (Authors, 1981, 2016; Carroll A. B., 1979; Drakos & Bekiris, 2010;
Q. Lietal., 2016; Manna et al., 2016)noted that this advantage is more pronounced in founder-
led businesses, whereas descendant-led firms may experience declining ROA due to
governance inefficiencies. Another key metric is Return on Equity (ROE), which evaluates a
firm's profitability relative to shareholder equity. Research suggests that family-owned
businesses tend to exhibit higher ROE than non-family firms, primarily due to their
commitment to sustainable growth and financial prudence (Le Breton-Miller & Miller, 2009;
Filatotchev et al., 2005). However, Pindado and Requejo (2015) argue that excessive control
by family members can sometimes lead to entrenchment, reducing overall financial efficiency.
Earnings Before Interest, Taxes, Depreciation, and Amortization (EBITDA) is another crucial
performance metric, providing a measure of a firm’s operational profitability before accounting
for non-operating expenses. Studies indicate that family firms, particularly those with
professionalized management, tend to have stable EBITDA margins due to conservative
spending and efficient resource allocation (Bertrand & Schoar, 2006; Chrisman et al., 2012).
However, some family businesses may have lower EBITDA compared to non-family firms due
to their reluctance to take on high-risk, high-return investments (Gémez-Mejia et al., 2007).
Market-based metrics, such as Price-to-Earnings (P/E) ratio and Tobin’s Q, are widely used to
assess investor perceptions of a firm’s financial performance. La Porta et al. (1999) found that
family-controlled firms in markets with weak investor protection tend to have lower P/E ratios
due to governance concerns. Conversely, (Shi et al., 2010; L. F. Tian et al., 2010; Y. Tian &
Mai, 2010) demonstrated that well-governed family firms tend to have higher Tobin’s Q values,
reflecting investor confidence in their long-term stability. Leverage ratios, such as Debt-to-

Equity (D/E) and Interest Coverage Ratio, provide insights into a firm’s financial risk and
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capital structure. Studies show that family firms tend to have lower D/E ratios than non-family
businesses due to their aversion to excessive debt (Morck & Yeung, 2003; James, 1999). This
conservative financial approach helps them maintain stability during economic downturns but
may also limit their expansion potential (Poutziouris et al., 2015). Overall, financial
performance metrics play a critical role in understanding the comparative advantages and
challenges faced by family and non-family businesses. While family firms often outperform
non-family firms in terms of ROA, ROE, and financial stability, challenges such as succession
planning and governance mechanisms remain key determinants of long-term success (Du &
Wang, 2011; Okafor & Ibadin, 2011; H. Wang, 2011).

2.3.2 Financial Performance of Family-Owned Firms in India

Family-owned firms play a crucial role in India's economy, contributing significantly to GDP,
employment, and wealth creation (Khanna & Palepu, 1999). The financial performance of these
firms has been extensively analyzed in terms of profitability, growth, stability, and corporate
governance. Researchers have investigated whether family ownership enhances financial
outcomes or creates challenges due to concentrated control and succession-related issues
(Farias, 2012; Xidonas et al., 2011; Y. Zhou, 2011).

I.  Profitability and Return on Investment
Il.  Studies suggest that family-owned businesses in India often exhibit superior
profitability compared to non-family firms due to their long-term strategic focus and
prudent financial management (Mazzola et al., 2008; Gopalan & Jayaraman, 2012).
Mishra et al. (2018) found that family businesses listed on the National Stock Exchange
(NSE) tend to have higher Return on Assets (ROA) and Return on Equity (ROE)
compared to their non-family counterparts. This advantage is attributed to cost-
conscious operations, strong relationship-based networks, and commitment to
sustainable growth (Durukan et al., 2012; Ferrero-Ferrero et al., 2012; Komnenic &
Pokrajci¢, 2012; Pouraghajan et al., 2012) .However, as family businesses transition
from founder-led to second or third-generation leadership, performance variations arise
due to conflicts and governance inefficiencies (Singh & Gaur, 2020).
1. Growth and Market Performance
IV. Family-owned firms in India often pursue steady growth rather than aggressive
expansion, prioritizing business continuity over short-term financial gains(Mallin &
Melis, 2012; Scott, 2012; Shafer & Moeller, 2012). Research by Villalonga and Amit
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VII.
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(2006) indicates that professionally managed family firms outperform those with
excessive family control, as professionalization reduces managerial inefficiencies and
promotes investor confidence. In the Indian context, (Amann & Jaussaud, 2012; C. E.
Armstrong, 2012; Barker & Ishizu, 2012; Boyatzis & Soler, 2012) observed that family
businesses that embrace corporate governance reforms tend to achieve higher market
valuations and stronger Earnings Before Interest, Taxes, Depreciation, and
Amortization (EBITDA) growth. However, others argue that excessive risk aversion
among family firms sometimes hinders their ability to capitalize on high-growth
opportunities (Jain & Yadav, 2018).

Financial Stability and Capital Structure

One of the defining features of Indian family businesses is their conservative financial
approach. Studies show that family-owned firms maintain lower leverage ratios and
rely less on external financing compared to non-family firms (Morck & Yeung, 2003;
Chittoor & Aulakh, 2007). This preference for self-financing minimizes financial
distress during economic downturns, enhancing long-term stability (Tseng & Wu,
2012; Weiss & Hilger, 2012; W. Wu & Yao, 2012). However, Chakrabarti et al. (2017)
argue that this conservative approach may limit expansion potential, especially in
highly competitive sectors such as technology and retail. In contrast, large family
conglomerates, such as Tata Group and Reliance Industries, have successfully balanced
debt financing with strategic investments, achieving high financial resilience
(Kachwaha, 2020).

Corporate Governance and Financial Performance

The relationship between corporate governance and financial performance in family-
owned businesses has been a subject of intense debate (Balasubramanian et al., 2010).
Weak governance structures in some family firms lead to concerns over entrenchment,
nepotism, and lack of transparency, negatively impacting financial performance
(Koralun-Bereznicka, 2013a; Yang et al., 2012; S. Zhang et al., 2012). However, well-
structured family firms with independent boards and clear succession planning
demonstrate stronger investor trust and financial performance (Alipour, 2013;
Gonzélez, 2013; Koralun-Bereznicka, 2013b). In a study of Indian NSE-listed firms,
Bhatt and Bhattacharya (2021) found that firms with robust governance mechanisms
reported higher Price-to-Earnings (P/E) ratios and Tobin’s Q, indicating better investor
confidence.

Challenges and Future Prospects
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X.  Despite their financial strengths, Indian family businesses face challenges related to
succession planning, globalization, and digital transformation (Ask & Magnusson,
2013; Y. S. Chen et al., 2013; Gong & Juan, 2013).As the business landscape evolves,
adopting technology-driven financial strategies, professional management, and
sustainable corporate governance practices will be critical to maintaining competitive
advantage (Singhania & Mehta, 2022). In conclusion, Indian family-owned firms
exhibit strong financial performance, particularly in terms of profitability, stability, and
long-term growth. However, governance inefficiencies and reluctance to adopt
professional management practices remain key challenges(S. Jian & Ji, 2013; X.-Y. Liu
& Liu, 2013; W. M. Lu et al., 2013). Future research should focus on how emerging
family businesses navigate digitalization and corporate governance reforms to sustain

financial success (Krishna & Saxena, 2023).

2.3.3 Comparative Analysis: Family vs. Non-Family Businesses in NSE

The financial performance of family-owned businesses compared to non-family firms listed on
the National Stock Exchange (NSE) has been widely studied, revealing differences in
profitability, capital structure, governance, and long-term strategic orientation. Family-owned
businesses, characterized by concentrated ownership and long-term vision, often exhibit strong
financial resilience and operational efficiency (Anderson & Reeb, 2003; Villalonga & Amit,
2006). In contrast, non-family businesses, typically managed by professional executives, tend
to prioritize short-term shareholder value and aggressive expansion strategies (Filatotchev et
al., 2005; Morck & Yeung, 2003). Empirical studies in India suggest that family-controlled
firms outperform non-family firms in terms of Return on Assets (ROA) and Return on Equity
(ROE) due to their focus on financial prudence, cost efficiency, and long-term sustainability
(Mishra et al., 2018; Kansal & Singh, 2019). However, as firms transition beyond the founder
generation, governance inefficiencies and family conflicts may negatively impact performance,
creating a mixed financial landscape for such businesses (Singh & Gaur, 2020; Bertrand et al.,
2008). From a profitability perspective, Indian family-owned firms tend to report stable
Earnings Before Interest, Taxes, Depreciation, and Amortization (EBITDA) margins, as they
emphasize sustainable growth over rapid market expansion (Jain & Yadav, 2018; Gopalan &
Jayaraman, 2012). This conservative approach contrasts with non-family businesses, which
often engage in riskier investment strategies to drive revenue growth, sometimes leading to
volatile financial performance (Villalonga & Amit, 2006; Sinha et al., 2015). Research by

Chakrabarti et al. (2017) found that family businesses in India are more likely to self-finance
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their growth, resulting in lower Debt-to-Equity (D/E) ratios compared to non-family firms,
which rely more on external debt and equity markets for capital infusion. This financial
conservatism enables family businesses to withstand economic downturns better than non-
family firms, but it may also limit their ability to capitalize on high-growth opportunities
(Chung & Chan, 2012; Craig & Salvato, 2012; Della Piana et al., 2012; Goel et al., 2012)
.Governance mechanisms also differentiate family and non-family firms on the NSE. Family-
owned firms, particularly those in their first or second generation, often exhibit higher promoter
control, which can be both an asset and a liability (Hayek & Harvey, 2012; Hirigoyen & Labaki,
2012; Khanin et al., 2012; Kwan et al., 2012) . While strong family leadership fosters stability
and long-term vision, it may also lead to issues of nepotism, entrenchment, and lack of
transparency (Marcelo et al., 2012; Patel et al., 2012; Sandhu et al., 2012). In contrast, non-
family firms are typically governed by independent boards with a focus on institutional
accountability, making them more attractive to foreign investors and institutional stakeholders
(Gulati & Sunder, 2021; Bhatt & Bhattacharya, 2021). Studies have found that well-governed
family firms with independent directors, professionalized management, and succession
planning mechanisms achieve financial performance levels comparable to or even exceeding
those of non-family firms(San Martin-Reyna & Duran-Encalada, 2012; Siebels & Zu
Knyphausen-Aufsel}, 2012; S. P. Van Der Merwe et al., 2012; M. Wu & Chen, 2012) . Market
performance metrics, such as Tobin’s Q and Price-to-Earnings (P/E) ratios, indicate that
family-controlled firms often enjoy investor confidence due to their legacy, reputation, and
steady financial policies (La Porta et al., 1999; Kachwaha, 2020). However, non-family firms,
with their focus on growth-oriented strategies, tend to experience greater stock price
appreciation and higher trading volumes (Singhania & Mehta, 2022). A comparative analysis
by Krishna and Saxena (2023) found that while family businesses tend to dominate in
traditional sectors such as manufacturing, textiles, and FMCG, non-family firms excel in
technology-driven industries where rapid innovation and high-risk capital deployment are
required (Olokoyo, 2013; Oyekunle Oyewobi et al., 2013; Z. Xi & Jun, 2013). In summary,
while family-owned firms on the NSE demonstrate strong financial resilience, conservative
risk-taking, and long-term growth, non-family firms exhibit higher agility, aggressive market
expansion, and stronger corporate governance practices. The optimal strategy for sustained
financial success lies in balancing family-driven commitment with professionalized
management and governance reforms (Au et al., 2013; Blombéck & Brunninge, 2013; Hiebl,

2013b; Nufiez-Cacho Utrilla & Grande Torraleja, 2013). Future research should explore how
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digital transformation and globalization impact these business models, shaping the next phase
of corporate performance in India (Khanna & Palepu, 1999; Chakrabarty, 2009).

2.3.4 Factors Influencing Financial Performance in Family Businesses

The financial performance of family businesses is shaped by a complex interplay of internal
and external factors, including governance structures, succession planning, capital structure,
risk management, and market conditions (La Porta et al., 1999; Anderson & Reeb, 2003). One
of the most significant factors is corporate governance, as firms with strong governance
mechanisms, independent boards, and professional management exhibit superior financial
performance compared to those with concentrated family control (Blumentritt et al., 2013;
Brundin & Wigren-kristoferson, 2013; Buang et al., 2013; Chung, 2013). Effective governance
reduces issues of nepotism, agency conflicts, and resource misallocation, leading to better
financial outcomes (Filatotchev et al., 2005; Balasubramanian et al., 2010). Succession
planning is another critical determinant, as smooth leadership transitions ensure business
continuity and investor confidence(Collins et al., 2013; Dejung, 2013; Fernandes & Ussman,
2013). Studies indicate that first-generation family firms often outperform second- and third-
generation firms due to the founder's personal involvement and strategic vision (Mazzola et al.,
2008; Gopalan & Jayaraman, 2012). However, those that implement structured succession
plans and incorporate professional leadership maintain strong financial stability over
generations (Sinha et al., 2015; Kansal & Singh, 2019). Capital structure and financing
decisions also play a crucial role. Family businesses generally prefer lower Debt-to-Equity
(D/E) ratios, relying more on internal financing than external debt to maintain financial
independence and control (Bafios-Caballero et al., 2014; Hiebicek et al., 2014; Krechovska &
Prochazkova, 2014; S. Zhu & Jiao, 2013) While this approach ensures stability during
economic downturns, it may limit high-growth opportunities compared to non-family firms
that utilize external financing aggressively (Hallak & Assaker, 2013; Hiebl, 2013a; Jamali &
Abedin, 2013). Well-managed family firms strike a balance between debt financing and
retained earnings to optimize financial growth (Gulati & Sunder, 2021). Market conditions and
industry dynamics significantly impact financial performance, as family firms operating in
traditional industries such as manufacturing and retail tend to experience stable growth, while
those in technology and service sectors face greater volatility (Khanin, 2013; Y. G. Lee &
Marshall, 2013; J. Lu et al., 2013; Schjoedt et al., 2013). Studies suggest that family firms that
embrace innovation, digital transformation, and international expansion tend to outperform
those that resist change (Singhania & Mehta, 2022; Krishna & Saxena, 2023). Risk
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management and crisis resilience further influence financial outcomes. Family-owned
businesses with diversified revenue streams and conservative financial policies tend to
withstand economic uncertainties better than non-family firms (Bee & Neubaum, 2014; Sheer,
2013; Smythe & Sardeshmukh, 2013; Su & Dou, 2013). However, excessive conservatism can
also lead to missed opportunities for growth, highlighting the need for a balanced risk-taking
approach (Daems et al., 2014; Greenaway et al., 2014; H. S. Kim & Choi, 2014). In conclusion,
financial performance in family businesses is shaped by governance effectiveness, leadership
transitions, capital structure, industry positioning, and risk management strategies. Future
research should examine how emerging trends such as digitalization, ESG (Environmental,
Social, and Governance) compliance, and global market integration will influence family

business performance in India (Basu, 2017; Piramal, 1996).

2.4 Corporate Governance and Corporate Performance in Family Businesses

Corporate governance plays a vital role in shaping corporate performance, especially in family-
owned businesses where ownership and management are often intertwined. Effective
governance mechanisms can enhance transparency, reduce agency conflicts, and improve
financial stability, whereas weak governance may lead to nepotism, reduced accountability,
and inefficient decision-making (La Porta et al., 1999; Anderson & Reeb, 2003). The
relationship between corporate governance and corporate performance in family businesses has
been widely studied, with scholars offering mixed findings depending on governance
structures, generational control, and external regulatory environments (De Massis & Kotlar,
2014; Hirigoyen & Poulain-Rehm, 2014; Joshi & Srivastava, 2014; Pearson et al., 2014). One
of the key governance factors influencing corporate performance is board composition and
independence. Research suggests that family businesses with a higher proportion of
independent directors tend to exhibit stronger financial performance, as independent oversight
mitigates the risks of self-serving decision-making (Benito-Hernandez et al., 2015; Lépez-
Delgado & Diéguez-Soto, 2015; Ruiz Jiménez et al., 2015). Studies on Indian family firms
show that those with independent and diversified boards report higher Return on Assets (ROA)
and Return on Equity (ROE) compared to firms with board members primarily from the
family(Basco, 2015; Bassetti et al., 2015; Boyd et al., 2015; Burch et al., 2015) . This aligns
with findings from Villalonga and Amit (2006), who argue that the presence of external board
members enhances governance efficiency and strategic decision-making. Ownership structure
and concentration significantly impact corporate performance in family businesses (Kumar &
Zattoni, 2014; C. G. Li et al., 2014; W. Liu et al., 2014; Torres et al., 2014). Firms with high

41



ownership concentration, where controlling families hold the majority of shares, often
experience greater stability and long-term vision but may suffer from issues like tunneling and
minority shareholder expropriation (Bertrand et al., 2008; Sinha et al., 2015). Research by
Chittoor and Aulakh (2007) indicates that Indian family firms with moderate ownership
concentration—where families retain control but allow external shareholding—tend to
outperform both highly concentrated and widely dispersed ownership structures. Similarly, (X.
Chen et al., 2015; Chirico et al., 2015; Efferin & Hartono, 2015) found that firms that strike a
balance between family control and professional management report stronger financial growth.
Another critical governance mechanism is succession planning, which has a direct influence
on corporate performance. A well-planned leadership transition ensures continuity and
prevents disruptions in strategic decision-making (Hatak & Hyslop, 2015; Herriau & Touchais,
2015; Karhu, 2015; Kuruppuge & Gregar, 2015). Studies indicate that family firms with
structured succession processes, where leadership roles are transferred based on merit rather
than lineage, tend to outperform those with unplanned transitions (Jain & Yadav, 2018; Bhatt
& Bhattacharya, 2021). In contrast, firms that fail to implement clear succession plans often
experience performance declines due to internal conflicts and uncertainty (Singh & Gaur,
2020). Transparency, disclosure, and regulatory compliance also play a crucial role in
governance effectiveness. Family firms that adhere to stringent disclosure norms, publish
audited financial reports, and comply with corporate governance codes tend to attract higher
investor confidence and achieve better market performance (Villalonga & Amit, 2006; Krishna
& Saxena, 2023). Research by (Le Breton-Miller & Miller, 2015; C. Liu et al., 2015; Mathews
& Blumentritt, 2015; Mehrotra & Paila, 2015) found that listed family firms on the National
Stock Exchange (NSE) with high levels of disclosure compliance reported stronger financial
performance and lower volatility in stock prices compared to non-compliant firms. The
influence of family involvement in management is a double-edged sword in corporate
governance (W. K. Wang et al., 2014; Yeoh et al., 2014; Zeng et al., 2014; Zicari, 2014). While
family leadership can foster a strong organizational culture, long-term commitment, and stable
decision-making, excessive family dominance can lead to governance inefficiencies and
reduced innovation (Morck & Yeung, 2003; Chakrabarti et al., 2017). A comparative analysis
by (Bermejo-Sanchez et al., 2015; Kaplan, 2015; Musallam, 2015) showed that family firms
with professionalized management teams outperform those where top executive roles are
concentrated within the family. This suggests that while family involvement is beneficial,
integrating external expertise strengthens governance effectiveness (Huan, 2015; Nimlaor et
al., 2015; Ntim et al., 2015; Rebeiz, 2015). In conclusion, corporate governance plays a critical
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role in determining corporate performance in family businesses. Factors such as board
independence, ownership structure, succession planning, transparency, and professional
management significantly impact financial and operational outcomes. Future research should
explore how digital transformation, ESG compliance, and evolving governance regulations

influence the governance-performance relationship in Indian family businesses .

2.4.1 Theoretical Perspectives on Corporate Governance and Performance

The relationship between corporate governance and corporate performance in family-owned
businesses can be understood through various theoretical perspectives. These theories help
explain the mechanisms by which governance structures influence financial outcomes,
strategic decision-making, and overall business sustainability. The most relevant theories in
this context include Agency Theory, Stewardship Theory, Resource-Based View (RBV),
Socioemotional Wealth (SEW) Theory, and Institutional Theory (Jensen & Meckling, 1976;
Donaldson & Davis, 1991; Barney, 1991; Gomez-Mejia et al., 2007; North, 1990).

1. Agency Theory, proposed by Jensen and Meckling (1976), is one of the most widely
used frameworks in corporate governance literature. It highlights the conflicts of
interest between owners (principals) and managers (agents), where managers may
pursue personal goals at the expense of shareholder value. In family businesses, this
conflict is often reduced since owners and managers are frequently the same individuals
(Anderson & Reeb, 2003; Claessens et al., 2002). However, problems can still arise
when family-controlled firms prioritize family interests over shareholder wealth,
leading to inefficient decision-making and nepotism (Bertrand & Schoar, 2006; Morck
& Yeung, 2003). Strong governance mechanisms such as independent boards and
transparency in decision-making help mitigate these agency conflicts (Filatotchev et
al., 2005; Balasubramanian et al., 2010).

2. Stewardship Theory, in contrast to Agency Theory, argues that managers (particularly
in family businesses) act as stewards who are intrinsically motivated to work for the
firm's long-term success (Donaldson & Davis, 1991). Family business leaders often
exhibit high levels of commitment, loyalty, and a long-term strategic vision, leading to
better financial performance compared to non-family firms (Chakrabarty, 2009; Miller
& Le Breton-Miller, 2005). Studies show that family businesses governed by
stewardship principles tend to prioritize sustainability, innovation, and ethical
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leadership, which enhance corporate performance (Gopalan & Jayaraman, 2012;
Kansal & Singh, 2019).

. The Resource-Based View (RBV), introduced by Barney (1991), emphasizes that
firms gain competitive advantage through unique and valuable internal resources.
Family businesses benefit from strong social capital, industry knowledge, and
intergenerational learning, which contribute to superior financial performance (Sirmon
& Hitt, 2003; Chrisman et al., 2005). However, this advantage depends on the firm’s
ability to professionalize management and integrate external expertise while retaining
its core values (Chittoor & Aulakh, 2007; Jain & Yadav, 2018).

. The Socioemotional Wealth (SEW) Theory, developed by Gémez-Mejia et al. (2007),
highlights that family firms prioritize non-financial goals such as legacy preservation,
family reputation, and social status, sometimes at the cost of financial performance.
While these goals can foster business continuity and strong customer relationships, they
can also lead to risk-averse decision-making and resistance to external investment
(Sinha et al., 2015; Bhatt & Bhattacharya, 2021). Firms that strike a balance between
socioemotional wealth and financial prudence tend to exhibit higher return on assets
(ROA) and market capitalization (Singh & Gaur, 2020; Krishna & Saxena, 2023).
Finally, Institutional Theory, proposed by North (1990), explains how external
regulatory environments, cultural norms, and governance policies influence corporate
behavior and performance. In India, family businesses must comply with regulations
such as the Companies Act 2013 and SEBI corporate governance guidelines, which
promote transparency and accountability (Villalonga & Amit, 2006; Gulati & Sunder,
2021). Institutional pressures often force family firms to adopt modern governance
practices, such as professionalized boards and independent audits, which enhance
financial performance (Khanna & Palepu, 1999; Chakrabarti et al., 2017).

In conclusion, multiple theoretical perspectives provide insights into how corporate

governance influences corporate performance in family businesses. While Agency Theory

warns of conflicts in family control, Stewardship Theory and RBV highlight the advantages of

long-term vision and resource advantages. SEW Theory underscores the non-financial

motivations of family firms, whereas Institutional Theory explains how external regulations

shape governance practices. A nuanced understanding of these theories is essential for

designing governance structures that maximize both financial and non-financial performance

in Indian family businesses.

44



2.4.2 Empirical Evidence on Corporate Governance and Business Performance

Empirical studies examining the relationship between corporate governance and business
performance in family-owned businesses have yielded mixed yet insightful results. Various
factors, such as board composition, ownership structure, transparency, and the presence of
independent directors, influence firm performance. Researchers have analyzed financial and
non-financial performance indicators to understand how governance mechanisms impact
family businesses (La Porta et al., 1999; Claessens et al., 2002; Anderson & Reeb, 2003). Early
studies established that strong governance mechanisms contribute to better financial
performance. La Porta et al. (1999) found that firms with higher investor protection
mechanisms and transparency tend to perform better. Similarly, Claessens et al. (2002) reported
that family-controlled firms in emerging markets often outperform non-family firms when
governance practices are robust. However, Anderson and Reeb (2003) highlighted that while
family businesses listed on the S&P 500 exhibited higher profitability, their performance
depended on whether a family member served as CEO. Empirical evidence from Indian
markets supports these findings. Khanna and Palepu (1999) examined business groups in India
and found that corporate governance significantly influences firm performance. Family-
controlled firms with independent directors and external audits had better financial outcomes.
Similarly, Chittoor and Aulakh (2007) demonstrated that Indian family businesses with
professional management structures achieved higher return on assets (ROA) and return on
equity (ROE). Filatotchev et al. (2005) examined governance practices in transition economies
and found that firms with external directors and clear succession planning tend to achieve
sustainable long-term growth. This aligns with Bertrand and Schoar (2006), who found that
governance structures, such as ownership dispersion and external board oversight, mitigate
risks associated with nepotism and improve efficiency in family firms. In contrast, some studies
suggest that corporate governance does not always guarantee better performance. (Ryu et al.,
2015; Saeed et al., 2015; Shamma & Hassan, 2015) found that excessive family control can
lead to entrenchment, where family leaders resist change and discourage external influence.
This is particularly relevant in Indian family businesses, where founders often maintain control
for multiple generations (Jain & Yadav, 2018). Stewardship theory suggests that family
businesses may outperform non-family firms due to their long-term strategic vision and
commitment (Miller & Le Breton-Miller, 2005). Kansal and Singh (2019) found that family
firms in India emphasize ethical leadership, sustainability, and intergenerational knowledge

transfer, which positively impact their performance. However, Sinha et al. (2015) cautioned

45



that over-reliance on family leadership could hinder professionalization and innovation. (Shin
et al., 2015; Simachev et al., 2015; Weng et al., 2015; Whyman et al., 2015) analyzed NSE-
listed firms and found that corporate governance reforms, such as mandatory independent
directors and SEBI compliance, have improved firm performance. Similarly, Singh and Gaur
(2020) highlighted that family firms that adopted modern governance practices, such as board
diversity and financial disclosure, saw increased market capitalization. In terms of financial
risk, Krishna and Saxena (2023) found that family firms with weak governance structures were
more vulnerable to economic downturns, while those with robust governance frameworks
demonstrated resilience. (J. C. Lee et al., 2016; Perera, 2015; Zeitun & Haq, 2015) noted that
governance reforms, such as those introduced in the Companies Act 2013, have enhanced
corporate accountability and investor confidence in Indian family businesses.

2.4.3 Role of Board Structure, Ownership, and Succession Planning

Corporate governance in family-owned businesses is significantly influenced by three key
factors: board structure, ownership patterns, and succession planning. These elements shape
strategic decision-making, financial performance, and long-term sustainability (Anderson &
Reeb, 2003; Villalonga & Amit, 2006). A well-structured board, balanced ownership, and an
effective succession strategy help mitigate risks associated with family control, nepotism, and
resistance to external expertise (Bertrand & Schoar, 2006; Morck & Yeung, 2003).

Board Structure and Its Impact on Corporate Governance

The composition and independence of the board play a crucial role in monitoring management
decisions and protecting shareholder interests (Jensen & Meckling, 1976; Filatotchev et al.,
2005). Studies indicate that family firms with strong board oversight, independent directors,
and transparent decision-making processes tend to exhibit higher financial performance and
reduced agency conflicts (Anderson & Reeb, 2003; Claessens et al., 2002). However, in many
Indian family businesses, board positions are often occupied by family members, leading to
limited independent oversight and potential conflicts of interest (Bottcher & Muller, 2016;
Felicio & Freire, 2016; O’Hagan, 2016).Empirical evidence suggests that boards with
independent directors enhance governance by ensuring professional management, minimizing
favoritism, and fostering investor confidence (Kansal & Singh, 2019; Jain & Yadav, 2018).
The introduction of SEBI’s Clause 49 and the Companies Act 2013 in India has mandated
board independence and financial disclosure, resulting in improved governance in family firms
(Singh & Gaur, 2020; Gulati & Sunder, 2021).
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Ownership Structure: Balancing Family Control and Performance

Ownership concentration is a defining characteristic of family businesses, and its impact on
firm performance is widely debated (La Porta et al., 1999; Khanna & Palepu, 1999). While
family ownership ensures long-term stability and strategic vision, it can also lead to
entrenchment, resistance to change, and limited innovation (Morck & Yeung, 2003; Chrisman
et al., 2005). Studies have shown that moderate family ownership (30%-50%) leads to optimal
performance, as it balances family involvement and professional management (Villalonga &
Amit, 2006; Sirmon & Hitt, 2003). However, excessive family control may result in resource
misallocation, lack of external investment, and poor corporate governance (Bertrand & Schoar,
2006; Krishna & Saxena, 2023). Recent research in Indian family firms suggests that hybrid
ownership structures, where external investors hold minority stakes while families retain

control, yield the best financial outcomes (Sinha et al., 2015; Basu, 2017).
Succession Planning: Ensuring Business Continuity and Governance Stability

One of the biggest challenges in family-owned businesses is succession planning, as the
transition of leadership from one generation to the next can impact governance and firm
stability (Miller & Le Breton-Miller, 2005; Piramal, 1996). Poorly managed successions often
lead to internal conflicts, loss of business direction, and declining financial performance
(Gomez-Mejia et al., 2007; Chakrabarti et al., 2017). Research highlights that formal
succession planning, leadership development programs, and external mentorship improve
generational transitions (Gopalan & Jayaraman, 2012; Singh & Gaur, 2020). Many Indian
family firms have struggled with succession-related governance issues, particularly when
control is passed down without strategic planning (Chittoor & Aulakh, 2007; Jain & Yadav,
2018). However, companies that adopt structured succession frameworks and involve
professional managers tend to outperform firms with informal succession processes (Kansal &
Singh, 2019; Gulati & Sunder, 2021). The effectiveness of corporate governance in family
businesses depends on board independence, ownership balance, and structured succession
planning. Strong governance mechanisms, supported by external regulations and
professionalization, ensure long-term business sustainability while minimizing risks associated
with family control and leadership transitions (Basu, 2017; Krishna & Saxena, 2023).
Implementing best practices in these areas can enhance investor confidence, financial stability,
and overall corporate performance in Indian family-owned firms (Sinha et al., 2015; Singh &
Gaur, 2020).
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2.4.4 Impact of Corporate Governance on Profitability, Growth, and Market Valuation

Corporate governance plays a crucial role in shaping the financial success of family-owned
businesses by influencing profitability, growth trajectories, and market valuation (Shleifer &
Vishny, 1997; Claessens et al., 2002). Effective governance mechanisms ensure accountability,
transparency, and strategic decision-making, leading to higher investor confidence and
sustainable financial performance(Amore & Garofalo, 2016; Bandyopadhyay & Barua, 2016;
Daddi & Iraldo, 2016). However, family-controlled firms often exhibit unique governance
challenges that can either enhance or hinder their financial outcomes(Davydov, 2016; Del
Giudice & Della Peruta, 2016; Drumwright, 2016). Profitability is one of the most significant
indicators of financial health, and studies suggest that well-governed firms outperform their
poorly governed counterparts (Hartl et al., 2016; S. W. Hwang & Jung, 2016; Kowalewski,
2016; J. Lee et al., 2016). Family-owned businesses that maintain strong governance structures,
separate ownership from management, and implement independent board oversight tend to
report higher returns on assets (ROA) and equity (ROE) (Anderson & Reeb, 2003; Kansal &
Singh, 2019). In contrast, excessive family control and weak external oversight often lead to
resource misallocation, conflicts of interest, and reduced operational efficiency(Authors, 2016;
Q. Lietal.,, 2016; Manna et al., 2016) . Empirical studies on Indian family businesses highlight
that firms adhering to SEBI’s Clause 49 regulations and the Companies Act 2013 experience
improved profitability due to enhanced transparency and disclosure practices (Jain & Yadav,
2018; Gulati & Sunder, 2021). Additionally, companies with professional management teams
rather than purely family-led leadership report higher earnings per share (EPS) and net profit
margins (Rahdari, 2016; Samee & Pongpeng, 2016; Sherif & Elsayed, 2016).Strong
governance frameworks also foster business expansion, innovation, and long-term
sustainability (Abdallah & Ismail, 2017; Y. Wang et al., 2016; Wood, 2016; Younis et al.,
2016) . Family firms that integrate corporate governance best practices, such as external
directorships, strategic alliances, and performance-based incentives, tend to experience faster
revenue and asset growth (Michel & Kammerlander, 2015; Murphy & Lambrechts, 2015;
Perlines & Araque, 2015; Perry et al., 2015). In India, research suggests that family businesses
with diversified boards and independent oversight have higher capital expenditure growth rates
than those with insular governance models(Reay et al., 2015; Reisinger & Lehner, 2015;
Sonfield et al., 2015; Stacchini & Degasperi, 2015). However, some studies indicate that
excessive family dominance can hinder growth by discouraging external investments and risk-
taking(Agyapong et al., 2016; Basco & Bartkeviciate, 2016; Calabro et al., 2016; J. (Melanie)
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Xi et al., 2015). Firms that prioritize succession planning, leadership training, and external
financing show greater resilience and expansion capabilities (Miller & Le Breton-Miller, 2005;
Krishna & Saxena, 2023). Recent research on Indian family businesses highlights that
companies implementing structured governance policies attract more venture capital and
private equity investments, leading to sustained growth (Sinha et al., 2015; Basu, 2017). Market
valuation, measured through price-to-earnings (P/E) ratios, Tobin’s Q, and stock price
performance, is strongly linked to governance quality (Shleifer & Vishny, 1997; Claessens et
al., 2002). Well-governed firms tend to have higher stock market valuations due to lower
information asymmetry and higher investor trust (Anderson & Reeb, 2003; Villalonga & Amit,
2006). Studies indicate that family-owned firms in India with independent boards and
transparent reporting structures trade at a premium compared to those with opaque governance
models (Jain & Yadav, 2018; Gulati & Sunder, 2021). Furthermore, investors reward
companies that exhibit governance stability, clear succession plans, and adherence to
regulatory frameworks (Bertrand & Schoar, 2006; Gopalan & Jayaraman, 2012). Conversely,
firms plagued by nepotism, conflicts of interest, and governance inefficiencies often face
discounted stock prices and higher capital costs (Sirmon & Hitt, 2003; Singh & Gaur, 2020).
Corporate governance significantly impacts profitability, growth, and market valuation in
family-owned businesses. Effective governance structures promote higher financial returns,
business expansion, and stronger investor confidence, while weak governance leads to
inefficiencies, stagnation, and declining market value (Sinha et al., 2015; Basu, 2017). As
regulatory frameworks in India continue to evolve, adopting global governance best practices
will be critical for the long-term success of family-controlled enterprises (Krishna & Saxena,
2023; Gulati & Sunder, 2021).

2.5 Risks Faced by Family-Owned Businesses in India

Family-owned businesses form the backbone of India's economy, contributing significantly to
GDP, employment, and wealth creation. However, these businesses face unique risks that can
impact their sustainability, profitability, and long-term success (Ahmad et al., 2017; T. M.
Chang et al., 2017; Spi¢ak, 2017). The risks include succession planning challenges,
governance inefficiencies, financial risks, market competition, regulatory changes, and family
conflicts (Le Breton-Miller et al., 2004; Bertrand & Schoar, 2006). Understanding these risks
is essential for mitigating their impact and ensuring the long-term survival of family enterprises
(Chrisman et al., 2005; Villalonga & Amit, 2006).
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2.5.1 Governance-Related Risks (Succession Planning, Board Independence, Conflict of
Interest)

Governance-related risks pose significant challenges for family-owned businesses in India,
particularly in the areas of succession planning, board independence, and conflicts of interest
(Bertrand & Schoar, 2006; Chittoor & Aulakh, 2007). Succession planning is one of the most
critical concerns, as the transition of leadership from one generation to the next often leads to
disputes, inefficiencies, and loss of strategic direction (Miller & Le Breton-Miller, 2005;
Gomez-Mejia et al., 2007). Studies show that a lack of formal succession plans results in
leadership vacuums, reducing organizational stability and profitability (Jain & Yadav, 2018;
Kansal & Singh, 2019). Many Indian family businesses continue to follow hereditary
succession rather than merit-based leadership selection, leading to potential mismanagement
and resistance to professionalization (Sirmon & Hitt, 2003; Singh & Gaur, 2020). Additionally,
board independence remains a challenge, as many family firms lack external oversight and are
dominated by family members who prioritize personal interests over corporate governance
(Anderson & Reeb, 2003; Villalonga & Amit, 2006). A weak independent board can lead to
ineffective decision-making, lack of strategic direction, and poor financial transparency,
making it difficult to attract institutional investors (Sinha et al., 2015; Gulati & Sunder, 2021).
Furthermore, conflicts of interest arise when family members hold key executive and board
positions, resulting in nepotism, related-party transactions, and biased decision-making that
may undermine stakeholder trust (Chiu & Chen, 2017; Delis et al., 2017; Dzenopoljac et al.,
2017; Galetto et al., 2017).These governance inefficiencies can limit business growth, increase
regulatory scrutiny, and reduce investor confidence (Krishna & Saxena, 2023). To mitigate
these risks, Indian family businesses must adopt structured succession plans, appoint
independent directors, and enforce strict governance policies that promote transparency and
meritocracy (Jain & Yadav, 2018; Singh & Gaur, 2020). Firms that successfully professionalize
governance and separate family ownership from management tend to outperform those that do
not, highlighting the crucial role of governance reforms in long-term sustainability (Chittoor &
Aulakh, 2007; Kansal & Singh, 2019).

2.5.2 Financial Risks (Liquidity Issues, Debt Management, Capital Allocation)

Financial risks pose significant challenges for family-owned businesses in India, primarily in
the areas of liquidity issues, debt management, and capital allocation (Anderson & Reeb, 2003,
Villalonga & Amit, 2006). Liquidity constraints are particularly severe for family firms due to

their reliance on internal financing and reluctance to dilute ownership by seeking external
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equity investments (Sirmon & Hitt, 2003; Bertrand & Schoar, 2006). Many family businesses
prefer to retain earnings rather than access external capital markets, leading to cash flow
shortages during economic downturns or expansion phases (Claessens et al., 2002; Gopalan &
Jayaraman, 2012). This lack of liquidity affects their ability to invest in new projects, manage
operational costs, and withstand financial shocks (Miller & Le Breton-Miller, 2005; Chittoor
& Aulakh, 2007). Debt management is another critical issue, as family businesses often exhibit
risk aversion in borrowing decisions but may still accumulate high levels of debt to fund growth
while avoiding equity dilution (Gomez-Mejia et al., 2007; Kansal & Singh, 2019). Poor
financial planning and overleveraging can result in debt repayment difficulties, credit rating
downgrades, and increased financial distress (Sinha et al., 2015; Gulati & Sunder, 2021).
Furthermore, capital allocation inefficiencies arise due to emotional decision-making and
preferential treatment of family members in investment choices, leading to suboptimal
allocation of resources (Singh & Gaur, 2020; Krishna & Saxena, 2023). Family businesses
often prioritize legacy preservation over profitability, which may result in maintaining
unprofitable ventures or investing in non-strategic assets at the cost of long-term financial
health (Jain & Yadav, 2018; Kansal & Singh, 2019). Addressing these financial risks requires
robust financial planning, professional financial management, and strategic diversification to
ensure sustainable growth and financial resilience (Chittoor & Aulakh, 2007; Sinha et al.,
2015). Implementing strong corporate governance, adopting transparent financial policies, and
leveraging external expertise can help mitigate these risks, ensuring the financial stability and
long-term success of family-owned businesses in India (Anderson & Reeb, 2003; Villalonga
& Amit, 2006).

2.5.3 Operational and Strategic Risks (Decision-Making, Innovation, Market
Competition)

Operational and strategic risks are major challenges for family-owned businesses in India,
particularly in terms of decision-making, innovation, and market competition (Berezinets et al.,
2017; Y. L. Lin et al., 2017; Rashid & Naeem, 2017). Family businesses often struggle with
centralized decision-making, where key strategic choices are controlled by a small group of
family members, leading to slow responses to market changes and inefficiencies in resource
allocation (C. C. Chang, 2018; T. M. Chang et al., 2018; Gonzalez-Fernandez & Gonzélez-
Velasco, 2018; Kwarteng & Aveh, 2018) . This hierarchical approach can hinder adaptability,
as decisions are often based on legacy considerations rather than data-driven insights (Gomez-
Mejia et al., 2007; Chittoor & Aulakh, 2007). The reluctance to delegate authority to
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professional managers results in bureaucratic bottlenecks and resistance to change, affecting
business agility and scalability (Claessens et al., 2002; Gopalan & Jayaraman, 2012). Another
critical challenge is the lack of innovation and technological adaptation in many family-owned
enterprises. Since these businesses often prioritize stability over experimentation, they may
underinvest in R&D, digital transformation, and disruptive technologies, putting them at a
competitive disadvantage (Miller & Le Breton-Miller, 2005; Kansal & Singh, 2019).
Additionally, risk-averse leadership styles in family firms can discourage entrepreneurial
initiatives, leading to stagnation and missed growth opportunities (Jain & Yadav, 2018; Gulati
& Sunder, 2021). While some family businesses have successfully integrated innovation into
their strategies, many still struggle with balancing tradition and modernity, which can slow
down their ability to compete in fast-changing industries (Singh & Gaur, 2020; Krishna &
Saxena, 2023). Market competition poses another significant risk, as family-owned firms in
India face intense pressure from corporate conglomerates, multinational companies, and
emerging startups (Sinha et al., 2015; Kansal & Singh, 2019). Their inability to scale rapidly,
access global markets, or adopt aggressive pricing strategies can result in shrinking market
share and declining profitability (Chittoor & Aulakh, 2007; Jain & Yadav, 2018). Additionally,
brand loyalty and intergenerational leadership stability, which once provided competitive
advantages, are no longer sufficient to sustain long-term growth in dynamic markets
(Villalonga & Amit, 2006; Sirmon & Hitt, 2003). To mitigate these risks, family businesses
must embrace data-driven decision-making, invest in innovation, and enhance strategic agility
to remain competitive (Gopalan & Jayaraman, 2012; Krishna & Saxena, 2023). Those that
successfully modernize their operational structures and adopt proactive market strategies are
better positioned to navigate the evolving business landscape (G. H. Hwang et al., 2018;
Karikari et al., 2018; K. Kim & Lee, 2018).

2.5.4 External Risks (Regulatory, Economic, and Technological Changes)

Family-owned businesses in India face significant external risks arising from regulatory
changes, economic fluctuations, and technological advancements, which can impact their long-
term sustainability and competitiveness (Anderson & Reeb, 2003; Claessens et al., 2002).
Regulatory risks stem from evolving government policies, taxation laws, compliance
requirements, and corporate governance regulations that may impose stricter controls on family
firms (Cheng et al., 2018; Cristea & Cristea, 2018; Haldar et al., 2018). Changes in foreign
direct investment (FDI) policies, environmental regulations, and labor laws often increase

operational complexities, particularly for firms lacking dedicated legal and compliance teams
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(Sirmon & Hitt, 2003; Chittoor & Aulakh, 2007). Additionally, mandatory corporate
governance reforms—such as increased transparency, independent board structures, and
shareholder rights—can challenge traditional family-run hierarchies and decision-making
processes (Gomez-Mejia et al., 2007; Gopalan & Jayaraman, 2012). Economic risks, including
inflation, interest rate fluctuations, and global economic downturns, can disproportionately
affect family-owned businesses due to their limited financial diversification and reliance on
internal funding (Miller & Le Breton-Miller, 2005; Kansal & Singh, 2019). Unlike large
conglomerates with diversified revenue streams, many family businesses operate in narrow
industry segments, making them more vulnerable to sector-specific economic downturns (Jain
& Yadav, 2018; Gulati & Sunder, 2021). Economic uncertainty can also impact consumer
demand, supply chain costs, and credit availability, making it difficult for family firms to
maintain financial stability and growth (Singh & Gaur, 2020; Krishna & Saxena, 2023).
Technological advancements present another major challenge, as digital transformation,
automation, and artificial intelligence continue to reshape industries (Sinha et al., 2015; Kansal
& Singh, 2019). Many family firms struggle with adopting new technologies due to cost
concerns, lack of expertise, and resistance to change(Kusuma & Bachtiar, 2018; Lagesh et al.,
2018; Peng et al., 2018). Additionally, cybersecurity threats, digital disruption, and the
emergence of tech-driven competitors further increase risks for traditional family-run
enterprises that rely on conventional business models (Gopalan & Jayaraman, 2012; Krishna
& Saxena, 2023). To mitigate these external risks, family businesses must proactively monitor
regulatory changes, adopt flexible financial strategies, and invest in digital innovation to
remain competitive in an evolving economic and technological landscape (Tao et al., 2018;
Thomas, 2018; M. Wu & Wu, 2018).

2.6 Theoretical Foundations and Models

The study of corporate governance in family-owned businesses is underpinned by several
theoretical foundations and models that explain ownership structures, governance mechanisms,
financial performance, and business sustainability (Jensen & Meckling, 1976; Fama & Jensen,
1983). These theories help in understanding the unique challenges and advantages associated
with family businesses in India.One of the most widely applied theories is the Agency Theory,
which highlights the conflict between owners (principals) and managers (agents) in corporate
governance (Jensen & Meckling, 1976). In family-owned businesses, agency costs are often
lower due to aligned interests between family owners and managers (Fama & Jensen, 1983;

Anderson & Reeb, 2003). However, principal-principal conflicts—where majority family
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shareholders act in self-interest at the expense of minority shareholders—can lead to
governance inefficiencies (Villalonga & Amit, 2006; Bertrand & Schoar, 2006). The
Stewardship Theory contrasts Agency Theory by suggesting that family members in leadership
roles act as stewards of the firm, prioritizing long-term business growth over short-term
financial gains (Davis et al., 1997; Miller & Le Breton-Miller, 2005). This theory explains why
many family businesses exhibit strong loyalty, risk aversion, and a focus on legacy preservation
(Chittoor & Aulakh, 2007; Kansal & Singh, 2019).Another important perspective is the
Resource-Based View (RBV), which argues that a firm's competitive advantage depends on its
unique internal resources, including human capital, knowledge, and relationships (Barney,
1991; Habbershon & Williams, 1999). Family businesses often benefit from strong social
capital, trust, and long-term relationships, but they may also suffer from limited access to
external talent and financial resources (Sirmon & Hitt, 2003; Gopalan & Jayaraman, 2012).
The Socioemotional Wealth (SEW) Theory extends RBV by emphasizing non-financial
aspects of family firms, such as family identity, control, and emotional attachment (Gémez-
Mejia et al., 2007; Berrone et al., 2012). SEW explains why family businesses may prioritize
legacy over financial performance, sometimes resisting governance reforms that could enhance
efficiency but threaten family control (Jain & Yadav, 2018; Gulati & Sunder, 2021). Lastly,
the Institutional Theory highlights how regulatory frameworks, cultural norms, and business
environments influence governance structures (DiMaggio & Powell, 1983; Scott, 1995). Indian
family businesses operate in a dynamic regulatory landscape, requiring adaptability to legal
changes, evolving investor expectations, and digital transformation (Singh & Gaur, 2020;
Krishna & Saxena, 2023). These theoretical models collectively provide a comprehensive lens
to analyze corporate governance in family businesses, offering insights into their decision-
making, risk management, financial performance, and sustainability (Sinha et al., 2015; Kansal
& Singh, 2019).

2.6.1 Agency Theory and Family Businesses

Agency theory, introduced by Jensen and Meckling (1976), is one of the most influential
theories in corporate governance, explaining the conflicts that arise due to the separation of
ownership and control in businesses. The theory suggests that agency problems occur when
managers (agents) may not always act in the best interests of shareholders (principals), leading
to agency costs such as monitoring expenses, incentive structures, and governance mechanisms
(Fama & Jensen, 1983). However, in the context of family-owned businesses, agency dynamics

differ significantly from widely held corporations because ownership and management are
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often intertwined (Anderson & Reeb, 2003; Villalonga & Amit, 2006). Family businesses
typically experience lower agency costs since family members in leadership roles are highly
invested in the firm's success and maintain long-term strategic vision (Miller & Le Breton-
Miller, 2005; Gomez-Mejia et al., 2007). The presence of aligned incentives between
ownership and management reduces the need for costly monitoring mechanisms (Chrisman et
al., 2004; Chua et al., 1999). However, an alternative principal-principal conflict emerges in
these businesses, where majority family shareholders may prioritize personal benefits,
nepotism, and legacy preservation over shareholder value maximization (Bertrand & Schoar,
2006; Morck & Yeung, 2003). This can lead to expropriation of minority shareholders,
inefficient capital allocation, and resistance to external governance reforms (Claessens et al.,
2002; Anderson et al., 2009). Another critical aspect of agency theory in family firms is
succession planning. Unlike professionally managed firms, family businesses often face
succession-related conflicts due to leadership transitions within the family (Le Breton-Miller
et al., 2004; Bennedsen et al., 2007). Many family-controlled firms prefer dynastic succession,
even when external professional management could improve business performance (Perez-
Gonzalez, 2006; Sirmon & Hitt, 2003). This results in competency-based challenges,
generational conflicts, and strategic stagnation, affecting long-term sustainability (Miller et al.,
2013; Kansal & Singh, 2019). To mitigate agency conflicts, family firms can implement strong
governance mechanisms such as independent board oversight, transparency in decision-
making, and structured performance-based incentives (Gopalan & Jayaraman, 2012; Jain &
Yadav, 2018). Additionally, external audits, shareholder protection policies, and legal
frameworks help balance family control while ensuring fair treatment of minority shareholders
(Singh & Gaur, 2020; Krishna & Saxena, 2023). Overall, while family businesses benefit from
lower traditional agency costs, they must address principal-principal conflicts, succession risks,
and governance inefficiencies to sustain growth and competitiveness in India's evolving
corporate landscape (Sinha et al., 2015; Kansal & Singh, 2019).

2.6.2 Stewardship Theory in Family Governance

Stewardship theory, proposed by Donaldson and Davis (1991), provides an alternative
perspective to agency theory by arguing that managers, particularly in family-owned
businesses, act as stewards rather than opportunistic agents. Unlike agency theory, which
assumes that managers prioritize self-interest over shareholder wealth, stewardship theory
suggests that family business leaders are intrinsically motivated to work in the best interests of

the firm, aligning their goals with the organization’s long-term success (Davis et al., 1997,
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Miller & Le Breton-Miller, 2005). In family-owned businesses, stewardship is driven by deep-
rooted emotional, financial, and reputational commitments (Gomez-Mejia et al., 2007; Berrone
et al., 2012). Family managers often prioritize firm longevity, community reputation, and
employee well-being, leading to a strong sense of trust, loyalty, and responsibility (Eddleston
& Kellermanns, 2007; Chua et al., 2009). This commitment reduces the need for excessive
monitoring and control mechanisms, as family members are naturally inclined to make
decisions that benefit the firm over generations (Le Breton-Miller & Miller, 2009; Zahra et al.,
2008). One of the key strengths of stewardship theory in family governance is its impact on
decision-making autonomy and strategic adaptability. Unlike non-family businesses, where
decision-making authority is often diffused among external stakeholders, family firms benefit
from centralized leadership, allowing them to make quick, long-term strategic decisions
(Chrisman et al., 2007; Astrachan et al., 2002). This enables family businesses to navigate
crises, economic downturns, and market uncertainties with resilience (Hernandez, 2012;
Lumpkin & Brigham, 2011). However, stewardship in family businesses is not without
challenges. While the commitment to long-term stability can lead to conservative financial
strategies, it may also limit innovation, risk-taking, and external investments (Miller et al.,
2013; Daspit et al., 2018). Additionally, over-reliance on family leadership and reluctance to
include external professionals can result in competency gaps, nepotism, and resistance to
governance reforms (Jaskiewicz & Dyer, 2017; Bennedsen et al., 2015). To enhance the
effectiveness of stewardship governance, family businesses can adopt balanced governance
structures that integrate both family control and professional management (Filser et al., 2018;
Jiang et al., 2018). This includes independent board oversight, structured succession planning,
and transparent financial policies, ensuring that stewardship-driven leadership does not
compromise business growth and accountability (Pieper et al., 2015; Kansal & Singh, 2019).
Overall, stewardship theory provides a valuable framework for understanding the governance
dynamics of family businesses, highlighting their long-term orientation, trust-based leadership,
and sustainable business strategies (Eddleston et al., 2010; Arregle et al., 2019). While it offers
distinct advantages over agency-driven governance models, it requires modern governance
mechanisms to address limitations related to risk aversion, professionalization, and strategic
flexibility (Chrisman et al., 2018; Gupta & Levenburg, 2020).

2.6.3 Resource-Based View and Competitive Advantage

The Resource-Based View (RBV), developed by Wernerfelt (1984) and expanded by Barney
(1991), posits that firms achieve a sustainable competitive advantage by acquiring and utilizing
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unique resources that are valuable, rare, inimitable, and non-substitutable (VRIN framework).
In the context of family-owned businesses, RBV provides a useful perspective on how these
firms leverage their distinctive internal resources—such as human capital, organizational
culture, and relational networks—to outperform competitors (Habbershon & Williams, 1999;
Sirmon & Hitt, 2003). Family businesses often possess intangible assets that contribute to their
long-term success, including familiness, a unique bundle of resources that arises from the
interaction between family and business systems (Zellweger et al., 2012; Pearson et al., 2008).
These resources include deep trust among family members, a strong sense of legacy, and
embedded social capital, enabling firms to establish long-standing relationships with
customers, suppliers, and investors (Arregle et al., 2007; Zahra et al., 2004). Such relationships
foster financial stability, brand loyalty, and resilience, providing an edge over non-family firms
(Chrisman et al., 2005; Miller & Le Breton-Miller, 2005). Another critical resource in family
businesses is human capital, particularly in the form of firm-specific knowledge and leadership
continuity (Chua et al., 1999; Eddleston et al., 2010). Because family members often hold
leadership positions for extended periods, they accumulate specialized industry knowledge,
tacit expertise, and strong internal commitment, which enhances strategic decision-making and
succession planning (Rettab & Mellahi, 2019; J. Zhou & Liu, 2018; C. Zhu et al., 2018). This
stability helps family firms develop long-term innovation strategies while maintaining cost
efficiencies and operational consistency (De Massis et al., 2018; Jaskiewicz et al., 2013).
Despite these advantages, RBV also highlights the challenges and limitations of resource
dependency in family-owned businesses. The over-reliance on internal resources can lead to
rigidity, resistance to external expertise, and limited adaptability in rapidly evolving
markets(Gonzélez-Velasco et al., 2019; Ifada et al., 2019; Pislaru et al., 2019). Additionally,
succession issues and nepotism may hinder the professionalization of management, reducing
the firm’s ability to attract and retain top talent (Daspit et al., 2018; Gupta & Levenburg, 2020).
Family firms may also struggle with capital constraints, as their preference for internal
financing over external investment can restrict their ability to scale operations and invest in
innovation (Carnes & Ireland, 2013; Filser et al., 2018). To maximize competitive advantage,
family businesses must embrace resource orchestration, a process that involves acquiring,
developing, and reconfiguring resources in response to external challenges (Sirmonetal., 2011,
Jiang et al., 2018). By integrating external expertise, implementing governance reforms, and
fostering strategic partnerships, family firms can enhance their resource base while maintaining
their core values and long-term orientation (Riyadh et al., 2019; Van et al., 2019; H. Wang &
Huang, 2019; Zheng, 2019). In conclusion, RBV provides a powerful lens for understanding
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the competitive strengths and weaknesses of family-owned businesses. While these firms
benefit from unique resources such as trust, reputation, and long-term leadership stability, they
must actively manage resource limitations through strategic flexibility, innovation, and
professional governance to sustain their competitive advantage in dynamic markets (Chrisman
et al., 2018; Arregle et al., 2019).

2.6.4 Institutional Theory and Regulatory Framework

Institutional theory, as proposed by Meyer and Rowan (1977) and further developed by
DiMaggio and Powell (1983), explains how organizations conform to institutional pressures,
norms, and regulatory frameworks to gain legitimacy and ensure long-term sustainability. In
the context of family-owned businesses, institutional theory provides valuable insights into
how these firms adapt to external legal, regulatory, and societal expectations while maintaining
their core family values and governance structures (Scott, 1995; North, 1990). Family-owned
businesses in India operate within a complex institutional environment shaped by corporate
governance regulations, financial disclosure norms, and legal mandates (Khanna & Palepu,
2000; La Porta et al., 1999). The introduction of the Companies Act, 2013, along with the
guidelines set by the Securities and Exchange Board of India (SEBI) and the National Stock
Exchange (NSE), has significantly influenced governance practices in family businesses
(Chakrabarti et al., 2008; Balasubramanian et al., 2010). These regulations mandate
independent board representation, audit committee oversight, and enhanced financial
disclosures, pushing family firms to align with best governance practices to maintain investor
confidence and regulatory compliance (Singh & Gaur, 2013; Kumar & Singh, 2013). The
institutional pressures affecting family businesses can be classified into coercive, normative,
and mimetic forces (DiMaggio & Powell, 1983). Coercive pressures stem from regulatory
bodies, such as SEBI’s Clause 49 on corporate governance, mandatory whistleblower policies,
and transparency requirements (Black & Khanna, 2007; Sarkar & Sarkar, 2012). Normative
pressures arise from professional associations, industry norms, and global best practices,
encouraging family businesses to adopt international governance standards (Pillai & Al-
Malkawi, 2018; Gupta & Levenburg, 2020). Mimetic pressures drive family firms to imitate
the governance models of successful competitors to enhance their legitimacy and access global
capital markets (Filatotchev et al., 2005; Yoshikawa & Rasheed, 2009). While regulatory
frameworks ensure transparency and accountability, compliance can be challenging for family-
owned businesses, which often prefer informal decision-making structures and centralized
control (Adegboyegun et al., 2020; Bui, 2020; Ravselj & Aristovnik, 2020). Many family firms
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struggle to balance traditional governance mechanisms with modern regulatory demands,
leading to conflicts in ownership control, board independence, and succession planning(X. Li
et al., 2021; Moradi et al., 2021; W. Zhu et al., 2020). Studies have also highlighted the
resistance of family firms to external monitoring due to concerns over loss of control and
dilution of family influence(Q. Lin & Zhang, 2020; Tahtamouni et al., 2020; Younis &
Sundarakani, 2020). However, proactive engagement with institutional reforms can
significantly enhance the financial performance, reputation, and investor confidence of family
firms (Mazzola et al., 2008; Sraer & Thesmar, 2007). Research suggests that family businesses
that embrace regulatory compliance, corporate social responsibility (CSR) initiatives, and
ethical governance models tend to outperform those that resist institutional change (Ali et al.,
2007; Miller & Le Breton-Miller, 2006). By integrating strong corporate governance
frameworks, professionalizing management, and fostering institutional legitimacy, family
businesses can ensure long-term sustainability and competitive advantage in an evolving
regulatory landscape (Lim & Kim, 2022; Tetteh et al., 2022; J. Zhang & Ruan, 2024). In
conclusion, institutional theory provides a critical lens to examine how family-owned
businesses navigate regulatory environments while balancing their traditional governance
structures with modern compliance requirements. By aligning with legal mandates, industry
norms, and global best practices, family businesses can enhance transparency, mitigate
governance risks, and secure long-term success in India's dynamic business environment
(Chittoor & Das, 2007; Arregle et al., 2019).

2.7 Summary of Literature Review and Research Gaps

The literature on corporate governance in family-owned businesses highlights its critical role
in ensuring transparency, accountability, and long-term sustainability (Miller & Le Breton-
Miller, 2006; Carney, 2005). Studies indicate that family businesses often exhibit unique
governance structures, characterized by centralized decision-making, intergenerational
leadership, and informal management practices (Chrisman et al., 2004; Jaskiewicz & Klein,
2007). However, corporate governance mechanisms such as board independence, audit
committees, and regulatory compliance have been found to improve performance and investor
confidence in family firms (Balasubramanian et al., 2010; Khanna & Palepu, 2000). Despite
this, gaps remain in understanding the extent to which governance frameworks differ between
Indian family businesses and their global counterparts. In terms of financial performance, prior
research suggests that family-owned firms outperform non-family businesses in terms of

profitability and stability due to their long-term vision and commitment to business continuity
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(Sraer & Thesmar, 2007; Cucculelli & Micucci, 2008). However, studies also indicate potential
inefficiencies in family firms due to nepotism, lack of professionalization, and resistance to
external financing (Bertrand & Schoar, 2006; Anderson & Reeb, 2003). Comparative analyses
between family and non-family businesses in NSE-listed firms remain limited and fragmented,
with inconsistent findings on whether family governance translates into superior financial
outcomes in the Indian market (Chakrabarti et al., 2008; Lodh et al., 2014). The relationship
between corporate governance and corporate performance in family businesses is well-
documented, with governance enhancing firm value, risk management, and operational
efficiency (Jiang & Peng, 2011; Filatotchev et al., 2005). However, the role of board structure,
ownership concentration, and succession planning remains underexplored in the Indian
context, especially in privately held and small-to-medium-sized family enterprises (Kumar &
Singh, 2013; Yoshikawa & Rasheed, 2009). Regarding risks faced by family-owned
businesses, studies emphasize challenges such as succession planning, liquidity constraints,
market competition, and regulatory compliance (Chittoor & Das, 2007; Kansal & Singh, 2019).
However, limited research integrates these risks into a comprehensive risk management
framework tailored for Indian family businesses. Overall, while significant work has been done
on corporate governance, financial performance, and risks in family businesses, research gaps
persist in India-specific governance models, comparative financial analyses, and integrated risk
mitigation frameworks (Herghiligiu et al., 2024; Shatnawi et al., 2024; Velez Osorio, 2024).
Future research should focus on empirical assessments of NSE-listed family firms, governance
effectiveness in various ownership structures, and evolving regulatory influences on family

businesses.

2.7.1 ldentified Research Gaps and Unexplored Areas

Despite the extensive body of literature on corporate governance in family-owned businesses,
financial performance comparisons, corporate governance’s influence on performance, and
associated risks, several research gaps remain unexplored. These gaps highlight the need for
further investigation into the contextual, structural, and strategic elements affecting family-
owned businesses in India.

1. Context-Specific Corporate Governance Models in Indian Family-Owned Businesses
Much of the existing literature on corporate governance is based on Western models, which do
not always align with the unique governance structures of Indian family-owned businesses.
Indian family businesses are often characterized by patriarchal leadership, centralized

decision-making, and strong intergenerational control, which differs significantly from the

60



dispersed ownership structures in Western economies. There is a lack of research on how
traditional Indian business values and socio-cultural factors shape governance mechanisms in
family businesses.

2. Comparative Analysis of Family vs. Non-Family Businesses in India’s Financial Markets
While research has examined the financial performance of family and non-family firms
separately, there is limited comparative empirical evidence for NSE-listed companies in India.
Prior studies have provided mixed results regarding whether family businesses outperform or
underperform non-family firms. A detailed study using robust financial metrics such as ROA,
ROE, Tobin’s Q, and market capitalization would provide clarity on long-term financial
sustainability in both family and non-family businesses.

3. Influence of Ownership Structures and Board Composition on Performance

The role of board independence, CEO duality, and ownership concentration in family-owned
businesses remains underexplored in the Indian context. Many Indian family firms exhibit
concentrated ownership with family members dominating the board, which raises concerns
about conflict of interest, nepotism, and lack of accountability. Further research is required to
assess how different board structures impact decision-making efficiency, corporate
performance, and investor confidence.

4. Succession Planning and Its Impact on Business Continuity

Succession planning is a major challenge for family-owned businesses. Studies indicate that
poor succession planning can lead to business decline. However, limited research has explored
the impact of structured versus informal succession strategies on financial performance,
leadership transition, and organizational sustainability in India’s family firms. Understanding
how succession planning affects long-term business growth is a crucial yet underexplored area.
5. Risk Management in Indian Family Businesses

Risk management frameworks tailored for family businesses in India remain underdeveloped.
While some research discusses financial, operational, and strategic risks, there is insufficient
empirical evidence on how family businesses mitigate these risks. Future studies should explore
best practices in risk governance, including insurance mechanisms, financial hedging, and
contingency planning to ensure long-term resilience.

6. The Role of Digital Transformation and Technological Adoption

The increasing influence of digital transformation, artificial intelligence, and fintech
innovations on family businesses remains largely unexplored. Many family-owned firms in

India are slow to adopt technological advancements, which can hinder competitiveness in the
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digital economy. Research is needed to examine how digital adoption affects operational
efficiency, customer engagement, and financial growth in family enterprises.

7. External Regulatory and Policy Challenges

Family businesses in India face a complex regulatory environment, with evolving policies
related to corporate governance, taxation, and foreign investments. However, limited research
has assessed how policy changes influence governance practices, financial performance, and
sustainability in family firms. Future studies should explore the role of government
interventions, SEBI regulations, and global compliance standards in shaping corporate
governance.

8. Psychological and Behavioral Aspects of Family Business Leadership

Most studies focus on structural and financial aspects of governance, but the psychological
and behavioral dimensions of leadership in family businesses remain underexplored.
Leadership dynamics, family conflicts, emotional attachment to business, and generational
mindset differences significantly impact governance and performance outcomes. There is a
need for behavioral studies on leadership styles, succession anxieties, and decision-making
biases in Indian family enterprises. While corporate governance, financial performance, and
risk management in family businesses have been widely studied, significant research gaps
remain in the Indian context. Future research should focus on context-specific governance
models, comparative financial performance studies, succession planning, digital
transformation, regulatory challenges, and behavioral aspects of leadership. Addressing these
gaps will contribute to a more comprehensive understanding of family business dynamics,
sustainability, and competitive advantage in India.

2.7.2 Contribution of the Present Study

This study contributes significantly to the existing literature by addressing the identified
research gaps and providing a context-specific analysis of corporate governance in Indian
family-owned businesses. Unlike existing governance models derived from Western
economies, this study aims to develop a governance framework suited to the socio-cultural and
economic environment of Indian family-owned businesses. By considering factors such as
family traditions, hierarchical leadership, and intergenerational decision-making, this research
provides a customized governance structure that aligns with the realities of Indian enterprises.
This study conducts a rigorous comparative analysis of the financial performance of family-
owned and non-family firms listed on NSE, filling the gap in prior research. By utilizing

financial performance metrics such as ROA, ROE, and Tobin’s Q, the study provides empirical
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insights into profitability, growth, and market valuation. By investigating the relationship
between corporate governance mechanisms and corporate performance in Indian family firms,
this research offers empirical validation of governance structures' effectiveness. The study
assesses how governance practices such as board independence, ownership concentration, and
succession planning impact overall business sustainability. The study explores how family
businesses in India identify, assess, and mitigate financial, operational, and governance-related
risks. It provides recommendations for developing robust risk management frameworks that
enhance resilience against market competition, liquidity constraints, and succession challenges.
The findings of this study offer valuable insights for policymakers, regulators, and corporate
governance institutions in shaping regulatory frameworks that support sustainable governance
practices in family businesses. The research identifies key areas for policy improvement,
including SEBI regulations, succession laws, and governance transparency mandates. Unlike
prior studies that focus on traditional governance mechanisms, this study evaluates the role of
digital transformation, fintech adoption, and Al-driven decision-making in family business
governance. It highlights how technology adoption can improve operational efficiency,
financial stability, and long-term competitiveness. This study contributes to bridging the gap
between theory and practice in corporate governance and financial performance of family
businesses in India. It offers empirical evidence, governance frameworks, risk mitigation
strategies, and policy recommendations, thereby enhancing the understanding of corporate
governance dynamics in family-owned enterprises. The insights derived will be instrumental
for business leaders, policymakers, and researchers in shaping the future of governance in

Indian family businesses.
2.8 Bibliographic Analysis of the Subject
2.8.1 Keyword Occurrence

Figure 2.1 Keyword Occurrence
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The keyword analysis reveals that Corporate Governance is the most frequently occurring term,
appearing 254 times (21.8% of total occurrences), with the highest total link strength of 397,
highlighting its central role in family-owned businesses. Financial Performance follows with
183 occurrences (15.7%) and a link strength of 331, indicating a strong connection between
governance and firm outcomes. Risk Management (165 occurrences, 14.2%) and Risk (110
occurrences, 9.4%) further emphasize the significance of risk-related discussions in corporate

governance studies.

Table 2.1 Author's Keyword Occurrence

Keyword Occurrences Total Link Strength
Corporate Governance 254 397
Financial Performance 183 331
Risk Management 165 270
Risk 110 163
Perceived Risk 81 92
Firm Performance 55 100
Sustainability 44 88
Corporate Social Responsibility 43 98
Profitability 40 107
Ownership Structure 23 49
Risk Aversion 22 15
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Intellectual Capital 20 63

Risk Mitigation 20 33

Trust 20 50
Source: Author’s Calculation in Excel.

Perceived Risk (81 occurrences, 7.0%) and Firm Performance (55 occurrences, 4.7%) suggest
an increasing focus on subjective risk assessments and financial outcomes. Other notable
keywords include Profitability (40 occurrences, 3.4%), Corporate Social Responsibility (43
occurrences, 3.7%), and Sustainability (44 occurrences, 3.8%), reflecting broader governance
concerns. Less frequent terms like Ownership Structure (23 occurrences, 2.0%) and Risk
Aversion (22 occurrences, 1.9%) indicate emerging areas of study. This distribution
underscores the evolving research priorities in corporate governance and financial

performance.
Top 15 Indian Authors in the same Subject.

The analysis of author contributions indicates that Tiwari, Aviral Kumar is the most prolific
researcher, with 35 documents and 990 citations, holding a total link strength of 23, reflecting
a strong academic presence. Shankar, Ravi has the highest citation count of 1057 across 15
documents, with a total link strength of 65, demonstrating significant research influence.
Mangla, Sachin Kumar follows with 11 publications and 964 citations, showing substantial

impact with a link strength of 50.

Table 2.2 Top 15 Indian Author

Author Documents Citations  Total Link Strength
Tiwari, Aviral Kumar 35 990 23
Kumar, Satish 23 216 14
Shankar, Ravi 15 1057 65
Kumar, Dilip 14 47 7
Dasgupta, Ranjan 12 256 2
Maji, Santi Gopal 11 142 18
Mangla, Sachin Kumar 11 964 50
Tabash, Mosab 1. 11 335 8
Kumar, Anil 10 371 19
Kumar, Pawan 10 71 0
Rahman, Molla Ramizur 10 156 9
Raithatha, Mehul 10 71 6
Rane, Santosh B. 10 261 11
Singh, Shveta 10 111 5
Abakah, Emmanuel Joel Aikins 9 268 10

Source: Author’s Calculation in Excel
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Other notable contributors include Tabash, Mosab I. (11 documents, 335 citations) and Kumar,
Anil (10 documents, 371 citations), indicating their relevance in corporate governance and
financial performance research. Maji, Santi Gopal (11 documents, 142 citations) and Dasgupta,
Ranjan (12 documents, 256 citations) also contribute significantly, though with varying link
strengths. The variation in total link strength across authors suggests differing degrees of
collaboration and influence within the research network on corporate governance in family-

owned businesses.
Top 15 Sources in the same Subject.

The Indian Journal of Finance leads in terms of document count, with 71 publications,
accumulating 217 citations and a total link strength of 28, indicating its substantial contribution
to financial research. The Indian Journal of Corporate Governance follows closely with 53
documents and 332 citations, demonstrating strong connectivity with a total link strength of
51. Global Business Review (43 documents, 425 citations) and Benchmarking (29 documents,
876 citations) exhibit significant scholarly influence, with Benchmarking showing the second-
highest link strength (82). The Journal of Cleaner Production (34 documents, 996 citations) and
Finance Research Letters (23 documents, 623 citations) emphasize sustainability and financial

markets, respectively.

Figure 2.2 Top 15 Journals in the same Subject
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Source: Author’s Development in Vosviewer

Table 2.3 Top 15 Journals in the same Context.

Source Documents  Citations  Total Link Strength
Indian Journal Of Finance 71 217 28
Indian Journal Of Corporate Governance 53 332 51
International Journal Of Recent Technology And 52 43 0
Engineering

Global Business Review 43 425 58
International Journal Of Applied Business And 35 56 8
Economic Research

Environment, Development And Sustainability 34 577 8
Journal Of Cleaner Production 34 996 17
International Journal Of System Assurance 31 241 10
Engineering And Management

Journal Of Risk And Financial Management 30 453 9
Benchmarking 29 876 82
Economic And Political Weekly 26 209 5
Prabandhan: Indian Journal Of Management 25 73 10
Finance India 24 10 11
Finance Research Letters 23 623 8
International Journal Of Production Research 22 1784 113

Source: Author’s Calculation in Excel

The International Journal of Production Research stands out with the highest citation count
(1784) and the strongest link strength (113), highlighting its interdisciplinary impact. Despite
having a high document count, the International Journal of Recent Technology and Engineering
(52 documents) has minimal citations (43) and no link strength, suggesting limited research

influence.
Top 15 organization in the same filed

Figure 2.3 Top 15 organization
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The Management Development Institute, Gurgaon leads with 13 documents and 258 citations,
demonstrating a strong research presence in corporate governance and financial performance.
The Department of Management Studies, IIT Delhi follows closely with 12 publications and
257 citations, reflecting its significant academic contributions. Indian Institute of Management
Bodh Gaya has produced 11 documents with 156 citations, while Rajagiri Business School
stands out with 10 documents and the highest citation count (427), indicating high research
impact.
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Table 2.4

Organization Documents  Citations
Management Development Institute, Gurgaon, India 13 258
Department Of Management Studies, Indian Institute Of Technology Delhi, New Delhi, India 12 257
Indian Institute Of Management Bodh Gaya, Bodh Gaya, India 11 156
Rajagiri Business School, Rajagiri Valley Campus, Kochi, India 10 427
Department Of Industrial And Systems Engineering, Indian Institute Of Technology Kharagpur, Kharagpur, India 9 283
Department Of Management Studies, Indian Institute Of Technology Madras, Chennai, India 9 66
Department Of Mba, Bharath Institute Of Higher Education And Research, Tamilnadu, India 9 0
Indian Institute Of Management, Ahmedabad, India 8 73
Adnan Kassar School Of Business, Lebanese American University, Beirut, Lebanon 7 241
Department Of Civil Engineering, Indian Institute Of Technology Delhi, New Delhi, India 7 102
Department Of Commerce, Aligarh Muslim University, Aligarh, India 7 204
Department Of Management Studies, Indian Institute Of Technology Delhi, New Delhi, 110016, India 7 80
Department Of Management Studies, Indian Institute Of Technology, Roorkee, India 7 723
Indian School Of Business, Hyderabad, India 7 110
Department Of Commerce, Tezpur University, Tezpur, India 6 37

Source: Author’s Calculation in Excel

Among the IITs, IIT Kharagpur's Department of Industrial and Systems Engineering has published 9 documents with 283 citations, and I1T Madras' Department

of Management Studies has 9 publications but only 66 citations. Notably, the Department of MBA, Bharath Institute of Higher Education and Research has

contributed 9 papers but lacks citations, suggesting limited influence. Other key institutions include 1IM Ahmedabad (8 documents, 73 citations) and IIT

Roorkee (7 documents, 723 citations), which has one of the highest citation counts. The Indian School of Business, Hyderabad (7 documents, 110 citations)

also shows a moderate research impact.
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2.9 Hypothesis Developed

Hypothesis (H1): Corporate governance practices have a positive and significant impact on

the financial performance of family-owned businesses in India.

2.10 Objectivise Framework

Objective 1

Objective 2 > To analyse the various

fundamental aspects of

To Compare the i
Financial corporate governance in the
Performance of family-owned business in
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Chapter 3:

Research Methodology
This chapter outlines the research methodology adopted to analyze the relationship between

corporate governance and company performance in family-owned businesses listed on the
NSE. The study follows a positivist research philosophy with a deductive approach, utilizing
secondary data collected from 200 selected companies. The research design incorporates
descriptive, comparative, and correlational analysis to examine governance structures,
financial performance, and risk factors in family-owned and non-family-owned firms. The
chapter details the data sources, including annual reports, financial statements, and business
databases. It also explains the sampling technique, focusing on selection criteria for family-
owned and non-family-owned companies. Various data analysis techniques, such as descriptive
statistics, regression analysis, and comparative performance evaluation, are discussed.
Additionally, the chapter ensures reliability, validity, and ethical considerations in data usage.
The methodology provides a structured approach to achieving research objectives, ensuring a

robust and credible analysis.

3.1 Introduction
3.1.1 Overview of the Research Methodology

This study aims to analyze the relationship between corporate governance and company
performance in family-owned businesses listed on the NSE. To achieve this, a well-structured
research methodology is essential. The study follows a positivist research philosophy, as it
relies on objective data and quantifiable measures to assess governance practices and financial
performance. A deductive approach is employed, wherein hypotheses are formulated based on
existing corporate governance theories and tested using empirical data. The research is
comparative and correlational in nature, focusing on differences in financial performance
between family-owned and non-family-owned companies while investigating governance
structures. The study uses secondary data sources, including annual reports, financial
statements, stock exchange records, and business databases, to gather information on
governance metrics, ownership structures, board composition, and financial indicators such as
Return on Assets (ROA), Return on Equity (ROE), and Tobin’s Q. The sample consists of 200
companies, selected based on predefined criteria to ensure a balanced representation of both
family-owned and non-family-owned businesses. Various statistical techniques are used,
including descriptive statistics, comparative analysis, to determine relationships between

governance practices and financial performance. Additionally, risk factors associated with
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family-owned businesses are examined. The chapter also addresses data reliability, validity,
and ethical considerations to ensure credibility. Overall, this methodology provides a structured
framework for evaluating corporate governance effectiveness in family-owned firms and its
impact on business performance, offering insights for academics, policymakers, and business

stakeholders.

3.1.2 Justification for the Research Approach

The chosen research approach is justified based on the study's objectives, nature of the data,
and the requirement for an empirical and structured investigation. The positivist research
philosophy is appropriate as it emphasizes objective measurements and statistical analysis,
allowing for generalizable findings. Since corporate governance and financial performance
involve quantifiable variables, this approach ensures a logical and systematic evaluation of
relationships. A deductive approach is used, as the study begins with established theories on
corporate governance, ownership structure, and firm performance. Based on these theories,
hypotheses are developed and tested using empirical data. This approach is effective because
it allows for hypothesis validation through secondary data analysis, making the findings more
objective and reliable. The use of secondary data is justified due to its availability, reliability,
and cost-effectiveness. Corporate governance and financial performance data are well-
documented in company reports and financial statements, making secondary sources an
efficient means of data collection. Additionally, analyzing data from 200 listed companies
provides a broad and diverse sample, enhancing the robustness of the study. Overall, this
research approach ensures a rigorous, data-driven investigation into corporate governance
effectiveness in family-owned businesses, making it suitable for academic research, policy

recommendations, and industry applications.

3.2 Research Philosophy and Approach
3.2.1 Research Philosophy: Positivism

This study adopts a positivist research philosophy, which is suitable for examining corporate
governance and financial performance in family-owned businesses using objective,
quantifiable data. Positivism is rooted in the belief that knowledge is derived from empirical
evidence and observable phenomena, making it appropriate for research that involves statistical
analysis. Since corporate governance practices and financial performance indicators are
measurable and widely documented, a positivist approach ensures a structured and scientific

investigation. The study relies on secondary data from 200 NSE-listed companies, obtained
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from financial reports and stock exchange databases, reinforcing the objective nature of the
research. Unlike interpretivism, which focuses on subjective experiences and qualitative
insights, positivism enables the formulation of hypotheses based on existing corporate
governance theories, which can then be tested using empirical methods. Pragmatism, which
combines qualitative and quantitative approaches, is not necessary in this study as the focus is
on statistical relationships rather than subjective interpretations. By adhering to positivist
principles, the research ensures reliability, replicability, and generalizability, making the
findings applicable to a broader business context. Furthermore, the structured nature of this
philosophy allows for the comparison of financial performance between family-owned and
non-family-owned firms, ensuring that conclusions are derived from factual and systematic
analysis rather than personal interpretations or contextual variations. This approach is
particularly relevant in corporate governance research, where policy recommendations and
business strategies depend on objective financial data and statistical validation rather than
qualitative perceptions or case-specific insights. This study employs a deductive research
approach, which aligns with its objective of testing the relationship between corporate
governance and corporate performance in family-owned businesses. The deductive method
starts with existing theories and frameworks related to corporate governance, ownership
structure, and firm performance, from which hypotheses are developed and tested using
empirical data. Given the well-established literature on corporate governance mechanisms—
such as board composition, ownership concentration, and audit committees—this approach
enables a systematic examination of how these variables influence financial performance in
listed companies. The study relies on secondary data from 200 NSE-listed firms, making it
suitable for hypothesis testing through statistical techniques. Unlike the inductive approach,
which involves developing theories based on observations and qualitative insights, the
deductive method is more structured and allows for direct hypothesis validation. This approach
enhances the study’s objectivity, ensuring that conclusions are drawn based on factual evidence
rather than exploratory interpretations. Furthermore, the deductive method supports
comparative analysis, as it enables the assessment of financial performance differences
between family-owned and non-family-owned firms while maintaining a logical and replicable
research framework. The reliance on quantitative methods strengthens the study’s credibility,
allowing for generalization of findings across similar business environments. By adopting a
deductive approach, the research ensures a rigorous evaluation of corporate governance’s role
in influencing financial performance, ultimately contributing to theoretical advancements and

practical insights for investors, policymakers, and business leaders.
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3.3 Research Design

The research design serves as the blueprint for the study, outlining the framework for data
collection, analysis, and interpretation. This study aims to examine the relationship between
corporate governance and corporate performance in family-owned businesses listed on the
NSE. To achieve this, a structured research design incorporating descriptive, comparative, and
correlational elements has been employed. The study is based on secondary data collected from
200 selected companies, including both family-owned and non-family-owned firms, to provide

a comprehensive analysis of governance practices and their financial impact.

3.3.1 Type of Research: Descriptive, Comparative, and Correlational Study

This study follows a descriptive, comparative, and correlational research design to
systematically examine corporate governance in family-owned businesses and its impact on
financial performance. The descriptive aspect of the research focuses on summarizing and
analyzing governance structures, ownership patterns, and financial performance indicators
(e.g., ROA, ROE, Tobin’s Q) of the selected companies. The comparative component involves
evaluating differences in financial performance and governance mechanisms between family-
owned and non-family-owned businesses listed on the NSE, employing statistical techniques.
The correlational aspect investigates the relationship between corporate governance variables
and financial performance indicators, using regression analysis to determine the strength and
significance of these relationships. This mixed research approach ensures a well-rounded

examination of how governance practices influence corporate outcomes.

3.3.2 Justification for the Selected Research Design

The chosen research design is justified based on the study’s objectives and the nature of the
research problem. Since the study aims to analyze corporate governance structures and
financial performance across a large sample of listed companies, a descriptive approach is
essential for summarizing and presenting key governance trends and financial metrics. A
comparative analysis is necessary to differentiate between the financial performance of family-
owned and non-family-owned businesses, helping to identify significant governance-related
advantages or disadvantages. Given the well-established theoretical link between corporate
governance and firm performance, a correlational analysis is appropriate for testing these
relationships quantitatively. The reliance on secondary data from annual reports, financial
statements, and business databases further supports this design, as such data is well-

documented, reliable, and suitable for statistical analysis. Additionally, a quantitative research
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approach aligns with the positivist research philosophy, ensuring objectivity and replicability.
The combination of descriptive, comparative, and correlational methods allows for a holistic
examination of corporate governance practices, making the findings applicable to investors,
policymakers, and business leaders seeking to enhance governance standards in family-owned

businesses.

3.4 Data Collection Method

This section outlines the data collection strategy used in the study, emphasizing the use of
secondary data to analyze corporate governance and financial performance in family-owned
businesses listed on the NSE (National Stock Exchange) of India. Since corporate governance
research relies heavily on quantitative and publicly available financial data, secondary sources
such as annual reports, financial statements, and stock exchange records are utilized. The
selection of 200 companies is based on specific criteria to ensure a representative sample for

comparison between family-owned and non-family-owned firms.

3.4.1 Use of Secondary Data in Corporate Governance Research

Corporate governance studies frequently depend on secondary data, as governance-related
information is well-documented in publicly available financial reports, regulatory filings, and
stock exchange disclosures. This research adopts secondary data collection because it provides
accurate, reliable, and comprehensive insights into governance structures, ownership patterns,
and financial performance metrics. Secondary data is particularly valuable in corporate
governance research as it enables a large-scale comparative analysis across multiple firms
without the need for primary data collection methods such as surveys or interviews, which may
be subjective or biased. The study relies on quantifiable financial indicators such as Return on
Assets (ROA), Return on Equity (ROE), and Tobin’s Q to assess corporate performance.
Similarly, governance variables such as board composition, ownership concentration, presence
of independent directors, and audit committee effectiveness are extracted from company
reports and databases. Using secondary data enhances the study’s objectivity, ensures

replicability, and allows for statistical testing of corporate governance theories.

3.4.2 Sources of Secondary Data

The data for this study is collected from multiple secondary sources to ensure accuracy and

reliability. The key sources include:
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1)

2)

3)

4)

5)

National Stock Exchange (NSE) Database — Provides information on publicly listed
companies, ownership structures, and stock performance.

Annual Reports of Companies — Includes corporate governance disclosures, board
composition, and financial statements.

Financial Statements (Balance Sheets, Income Statements, Cash Flow Statements) —
Used to extract performance indicators like ROA, ROE, and profitability ratios.
Business Databases (e.g., CMIE Prowess, Bloomberg, Reuters Eikon, Capital 1Q,
Moneycontrol, and NSE India Website) — Provide historical financial data, ownership
structures, and governance metrics.

Regulatory Filings (SEBI, MCA, and Company Disclosures) — Offer insights into
corporate governance policies, board meetings, and shareholder patterns.

By using these sources, the study ensures that data is credible, up-to-date, and consistent,

allowing for a robust analysis of governance effectiveness in family-owned businesses.

3.4.3 Criteria for Selecting 200 Companies

To ensure a balanced and representative sample, 200 NSE-listed companies are selected based

on the following criteria:

VI.

Family-Owned vs. Non-Family-Owned Classification — Companies are classified as
family-owned if founding members or their relatives hold a significant share (typically
at least 20-30% ownership) and are actively involved in management. Non-family-
owned firms serve as a comparison group.

Inclusion in NSE Listings — Only publicly traded companies on the NSE are considered,
as they provide standardized financial disclosures and governance reports.

Industry Diversification — Companies from multiple industries (e.g., manufacturing,
services, IT, pharmaceuticals, and consumer goods) are included to reduce industry-
specific bias.

Availability of Corporate Governance and Financial Data — Companies must have at
least five years of publicly available annual reports to enable longitudinal analysis.
Market Capitalization and Firm Size — Firms of varying sizes (large-cap, mid-cap, and
small-cap) are included to assess governance effects across different corporate
structures.

Regulatory Compliance — Companies must comply with SEBI’s corporate governance

regulations, ensuring that governance data is available and standardized.
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By applying these selection criteria, the study ensures a fair, diverse, and statistically reliable
comparison of corporate governance practices and financial performance between family-

owned and non-family-owned businesses in India.

3.5 Variables and Measurement

This section defines and operationalizes the key variables used in the study to analyze the
relationship between corporate governance and corporate performance in family-owned
businesses. The study incorporates corporate governance indicators, corporate performance
metrics, and risk factors to ensure a comprehensive evaluation of how governance structures
influence financial outcomes in NSE-listed companies. These variables are measured using
quantitative financial and governance-related indicators extracted from secondary data sources
such as annual reports, financial statements, and stock exchange filings.

3.5.1 Definition and Operationalization of Key Variables

The study includes independent, dependent, and control variables to assess the impact of
corporate governance on corporate performance. The independent variable is corporate
governance, measured through board structure, ownership concentration, audit committee
effectiveness, and regulatory compliance. The dependent variable is corporate performance,
assessed using financial ratios such as Return on Assets (ROA), Return on Equity (ROE), and
Tobin’s Q. Additionally, risk factors associated with family-owned businesses are considered
as potential moderating or mediating variables, examining how governance mechanisms
influence financial stability. Data is collected from secondary sources, including NSE listings,
company reports, and business databases. Each variable is operationalized using established
measurement scales from corporate governance literature, ensuring standardization and
comparability across firms. Statistical techniques such as regression analysis and correlation

testing are used to examine relationships among these variables.

3.5.2 Corporate Governance Indicators

Corporate governance indicators provide a structured assessment of governance practices in
family-owned businesses and their impact on financial performance. The study measures
governance effectiveness through board structure, ownership concentration, CEO duality, audit
committee independence, and shareholder rights. Board structure is analyzed based on the size,
independence, and diversity of directors, with a higher proportion of independent directors

signaling stronger governance. Ownership concentration is measured by the percentage of
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shares held by the founding family and institutional investors, as higher family ownership can
influence decision-making and succession planning. CEO duality, where the same individual
holds the roles of CEO and board chairperson, is examined to determine its impact on
governance transparency. The effectiveness of the audit committee is assessed through
independence, frequency of meetings, and financial expertise of committee members. Lastly,
shareholder rights and transparency are evaluated based on firms' adherence to SEBI’s
corporate governance regulations, disclosure policies, and shareholder engagement. These
indicators collectively determine governance quality and its correlation with corporate success.

3.5.3 Corporate Performance Metrics

Corporate performance is assessed using financial and market-based indicators that reflect a
company’s profitability, efficiency, and shareholder value. The study employs Return on
Assets (ROA), Return on Equity (ROE), Tobin’s Q, and Earnings Per Share (EPS) as key
performance measures. ROA measures how efficiently a company utilizes its assets to generate
profits, calculated as net income divided by total assets. ROE evaluates the return generated on
shareholders’ equity, calculated as net income divided by total equity, serving as a key indicator
of financial health. Tobin’s Q, the ratio of a firm’s market value to its replacement cost, is used
to assess investor confidence and market perception of corporate governance effectiveness.
EPS, representing the portion of a company’s profit allocated to each outstanding share, is
analyzed to understand shareholder returns. These metrics collectively provide a holistic
evaluation of corporate performance, enabling a comparative analysis between family-owned
and non-family-owned businesses in the NSE. Family-owned businesses face unique risks that
influence their corporate governance and financial performance. This study examines
succession risks, conflicts of interest, financial instability, and market competitiveness as key
risk factors affecting family-owned firms. Succession risk arises when leadership transitions
lack strategic planning, leading to management inefficiencies and business disruptions.
Conflicts of interest occur when personal or family interests override business objectives,
affecting decision-making and corporate transparency. Financial instability is assessed based
on the firm's debt-to-equity ratio, liquidity position, and cash flow management, as family
businesses often rely on internal funding and face capital constraints. Additionally, market
competitiveness is analyzed by evaluating a company’s growth trends, innovation capabilities,
and adaptability to industry changes. These risks are quantified using financial ratios and

governance assessments, providing insights into the vulnerabilities and resilience of family-
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owned businesses. Addressing these risks through effective governance mechanisms enhances

business sustainability and long-term success.

3.6 Data Sampling and Selection Criteria

This section outlines the approach used to define the population, sampling technique, and
selection criteria for the study. Since the research focuses on the corporate governance and
financial performance of family-owned businesses in India, it is essential to ensure that the
selected companies represent a balanced and diverse sample. The study adopts a structured
sampling approach to select 200 NSE-listed companies, comprising both family-owned and

non-family-owned firms, ensuring meaningful comparisons and valid statistical inferences.

3.6.1 Population of the Study

The population for this study consists of all companies listed on the National Stock Exchange
(NSE) of India. The NSE is chosen as it represents a diverse range of industries and provides
publicly available financial and corporate governance data. As of the most recent period, the
NSE has over 1,900 listed companies, covering various sectors, including manufacturing, IT,
banking, FMCG, infrastructure, and healthcare. Given the study’s focus on corporate
governance, the target population includes firms that publish annual reports, adhere to SEBI’s
corporate governance norms, and disclose ownership structures. To conduct a comparative
analysis, the study considers both family-owned and non-family-owned companies, allowing
an evaluation of how governance structures influence corporate performance. The selected
sample is drawn from large-cap, mid-cap, and small-cap companies to ensure that the findings

are generalizable across different business scales.

3.6.2 Sampling Technique and Justification

The study employs a purposive sampling technique, a type of non-probability sampling, to
select companies that meet predefined criteria related to ownership structure, financial

transparency, and governance disclosures. This technigue is chosen for the following reasons:

I.  Targeted Selection of Family-Owned Firms: Since family-owned businesses represent
a specific subset of NSE-listed companies, random sampling may not ensure adequate
representation. Purposive sampling allows for the intentional selection of companies

that fit the study's definition of family-owned businesses.
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Il.  Comparative Analysis Requirement: The study requires an equal proportion of family-
owned and non-family-owned firms for meaningful statistical comparisons, making
purposive sampling ideal.

1. Data Availability and Reliability: Only companies with at least ten years of publicly
available financial data are included, ensuring that governance-performance
relationships are analyzed over a consistent timeframe.

IV. Industry Diversification: The selection process ensures that companies from multiple
industries are included, reducing the risk of sector-specific biases.

By using purposive sampling, the study ensures that the selected firms provide high-quality
data for corporate governance and financial performance analysis.

3.6.3 Selection Criteria for Family-Owned and Non-Family-Owned Companies

The classification of companies into family-owned and non-family-owned categories follows
established ownership and governance criteria from corporate governance literature. The
following selection criteria are applied:

1. Family-Owned Companies: A company is classified as family-owned if it meets at least two
of the following conditions: The founding family or promoters hold at least 20% of the equity
stake in the company. At least one family member holds a board or executive position. The
company follows succession planning within the family and retains significant decision-

making power within the founding family.

2. Non-Family-Owned Companies: A company is classified as non-family-owned if it meets
both of the following conditions: The promoter or family ownership is less than 20%, and there
is no dominant family control over decision-making. The company is primarily governed by

professional managers and institutional investors, with no family-based succession planning.

3. Additional Criteria for Inclusion: To ensure data accuracy and comparability, companies
included in the study must also meet these additional criteria: Listed on the NSE for at least
five years to ensure the availability of long-term governance and financial data. Full disclosure
of corporate governance practices in annual reports and SEBI filings. Consistent financial
reporting with complete data on financial performance indicators. Compliance with SEBI’s
corporate governance regulations, including board independence, audit committee disclosures,

and shareholder rights. By applying these selection criteria, the study ensures a balanced
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sample that allows for an in-depth and statistically valid comparison of governance practices

and financial performance in family-owned and non-family-owned firms in India.
3.7 Data Analysis Techniques

The study employs a quantitative data analysis approach to evaluate the relationship between
corporate governance and financial performance in family-owned and non-family-owned
companies listed on the NSE (National Stock Exchange) of India. Given that the data is
collected from secondary sources, advanced statistical techniques are applied to ensure robust

insights and meaningful comparisons.

1. Descriptive Statistics: Descriptive statistics such as mean, median, standard deviation, and
frequency distributions are used to summarize corporate governance attributes and financial
performance indicators across the selected companies. This helps in understanding general

trends, variations, and differences between family-owned and non-family-owned businesses.

2. Comparative Analysis (t-tests & ANOVA): To compare the financial performance of
family-owned vs. non-family-owned companies, independent sample t-tests and ANOVA
(Analysis of Variance) are conducted. These techniques help determine whether there are
statistically significant differences in key financial metrics such as ROA (Return on Assets),
ROE (Return on Equity), Tobin’s Q, and market capitalization.

3. Correlation Analysis: Pearson’s correlation analysis is used to assess the strength and
direction of relationships between corporate governance indicators (such as board
independence, ownership structure, and audit committee effectiveness) and corporate

performance.

4. Regression Analysis: Multiple regression analysis is applied to test the impact of corporate
governance variables on financial performance while controlling for firm size, industry, and
market conditions. The regression model helps determine the significance of governance

attributes in predicting firm performance.

5. Panel Data Analysis (Fixed Effects & Random Effects Models): Since the study involves
time-series data from secondary sources spanning multiple years, panel data techniques such
as fixed effects and random effects models are employed. These models control for unobserved

heterogeneity and provide more accurate estimates of governance-performance relationships.
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7. Systematic Literature Review (SLR): A Systematic Literature Review (SLR) is a
structured and methodical approach to reviewing existing research on a specific topic. It
involves defining research questions, identifying relevant studies, assessing their quality, and
synthesizing findings. SLR ensures comprehensive, unbiased, and replicable results, helping

establish theoretical foundations and research gaps.

8. Thematic Analysis: Thematic analysis is a qualitative technique used to identify, analyze,
and interpret patterns (themes) within data. It involves coding textual information, grouping
similar codes, and deriving key themes related to corporate governance and performance. This
approach enhances the understanding of qualitative insights, allowing researchers to explore

underlying trends and conceptual linkages.

9. Robustness Checks: To ensure the reliability of the results, robustness checks such as
heteroscedasticity tests, Multicollinearity diagnostics, and sensitivity analysis are performed.

This enhances the credibility of the statistical findings.

By applying these comprehensive data analysis technigues, the study ensures a rigorous and
empirical examination of corporate governance’s influence on the financial performance of

NSE-listed family-owned businesses.
3.8 Reliability and Validity of Data

Ensuring the reliability and validity of secondary data is crucial for deriving accurate insights
and making informed conclusions about corporate governance and firm performance. Since the
study relies on financial reports, annual disclosures, and business databases, multiple strategies

are adopted to enhance data reliability and consistency.
3.8.1 Ensuring Data Reliability and Consistency

1. Source Credibility and Authenticity: The study exclusively uses official and credible
sources, including: Annual Reports submitted to the Securities and Exchange Board of India
(SEBI). Financial Statements audited by independent firms. NSE filings and company
disclosures to ensure data transparency. Reputed business databases such as Bloomberg, CMIE

Prowess, and Thomson Reuters for cross-validation.

2. Data Triangulation: To improve reliability, the study follows a triangulation approach,

where financial performance indicators and governance metrics are cross-verified across
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multiple sources. For example, data from company annual reports is compared with stock

market databases and regulatory filings.

3. Consistency Over Time: Since financial performance varies over time, the study selects
companies with at least five years of continuous data availability. Time-series consistency
checks ensure that fluctuations in governance practices and performance indicators are

accurately measured.

4. Data Cleaning and Outlier Detection: Raw financial data is subjected to thorough data
cleaning procedures to remove missing values, inconsistencies, and errors. Outlier detection
techniques, such as Cook’s Distance and Z-score analysis, help in identifying and addressing

anomalies that may distort statistical results.

5. Inter-Rater Reliability for Governance Variables: For governance variables like board
independence, ownership concentration, and audit committee effectiveness, the study relies on
established governance indices. Data coding and classification are cross-checked by multiple

researchers to ensure uniform interpretation and minimize subjectivity.

6. Statistical Reliability Tests: To ensure reliability in quantitative analysis, the study
conducts: Cronbach’s Alpha Test for internal consistency in governance-related indicators.
Variance Inflation Factor (VIF) Analysis to check for Multicollinearity in regression models.
Test-Retest Method where randomly selected financial data points are re-examined for
consistency. By implementing these stringent reliability and validity measures, the study
ensures that the data is robust, accurate, and suitable for drawing meaningful conclusions on

corporate governance and firm performance in family-owned businesses in India.

3.8.2 Methods to Validate Secondary Data

Validating secondary data is essential to ensure the accuracy, reliability, and credibility of the
findings in research studies. Since this study relies on corporate governance and financial
performance data from NSE-listed companies, robust validation techniques are applied to
confirm data integrity.

1. Source Verification and Credibility Check

The study uses only reliable and authoritative sources, such as annual reports, audited
financial statements, regulatory filings with SEBI, and reputed business databases. These

sources are cross-verified to confirm authenticity.
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2. Cross-Referencing with Multiple Sources

Data from company financial statements is compared with reports from stock exchanges,
government agencies, and independent research institutions. Any discrepancies between

sources are thoroughly examined before inclusion in the study.
3. Time Consistency Checks

Since financial and governance data may vary across reporting periods, a minimum five-year
data consistency check is conducted. Historical trends are analyzed to detect any anomalies or
abrupt variations that may indicate reporting errors.

4. Statistical Validation Techniques

To confirm reliability, various statistical methods are applied, including: Descriptive Statistics
to check data distribution. Variance Inflation Factor (VIF) to detect multicollinearity in
regression models. Outlier Analysis using Cook’s Distance and Z-score analysis to identify

potential anomalies.
5. Industry Benchmarking

Key financial indicators and corporate governance variables are compared against industry
averages and benchmark companies. This ensures that the selected companies' data aligns with
expected sectoral trends.

By implementing these validation methods, the study ensures that the secondary data is
accurate, unbiased, and suitable for analyzing the impact of corporate governance on firm

performance.
3.9 Ethical Considerations

Ethical considerations play a crucial role in research using secondary data, ensuring compliance
with data protection regulations, academic integrity, and responsible research practices. Since
this study relies on publicly available financial and corporate governance data, ethical

guidelines are strictly followed to maintain transparency, confidentiality, and accuracy.
3.9.1 Ethical Use of Secondary Data

The study adheres to ethical principles by ensuring that all data sources are legally obtained,

accurately represented, and free from manipulation. Key ethical practices include:
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1. Responsible Data Usage: Only publicly available data from NSE, SEBI, and audited
financial reports is used. No unauthorized or confidential data is accessed, ensuring compliance

with corporate disclosure norms.

2. Avoiding Misrepresentation: Data is presented objectively and without bias, avoiding
selective reporting that could mislead interpretations. Financial ratios and governance metrics

are analyzed transparently, without altering values to fit hypotheses.

3. Adherence to Research Integrity: The study follows academic and professional research
ethics by ensuring proper citation of data sources and preventing plagiarism. No fabrication,
falsification, or selective omission of data occurs. By adhering to these principles, the study
ensures that the use of secondary data remains ethical and credible.

3.9.2 Transparency and Data Source Acknowledgment

Transparency in research enhances credibility and allows replication by other scholars. This
study follows stringent guidelines to acknowledge all data sources properly and ensure full
disclosure of methodology.

1. Citing Sources Properly: Every dataset used is clearly referenced following standard citation
styles. Company reports, stock market filings, and financial databases are credited

appropriately, preventing any ethical violations.

2. Full Disclosure of Methodology: The research design, sampling criteria, and analytical
methods are explicitly detailed, ensuring replicability. Any limitations of secondary data usage
are openly acknowledged. By maintaining transparency and proper acknowledgment, the study
upholds high ethical standards in research.

3.10 Summary

This chapter outlines the research methodology used to study the impact of corporate
governance on financial performance in family-owned and non-family-owned companies listed
on the NSE. It covers key methodological aspects, including research philosophy, approach,
design, data collection methods, sampling techniques, and data analysis techniques. The study
follows a positivist research philosophy with a deductive approach, utilizing descriptive,
comparative, and correlational research designs. Secondary data from 200 companies is
collected from credible sources such as annual reports, SEBI filings, and financial databases.

The selection of companies follows well-defined inclusion criteria, ensuring a robust sample.
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To analyze the data, descriptive statistics, correlation analysis, multiple regression, and panel
data techniques are employed. These techniques help examine the relationships between
corporate governance variables and firm performance indicators. The chapter also emphasizes
data reliability and validity by using rigorous validation techniques such as cross-referencing,
time consistency checks, statistical reliability tests, and industry benchmarking. Ethical
considerations, including the ethical use of secondary data, transparency, and proper
acknowledgment of sources, are strictly followed to maintain research integrity. By
implementing a structured research methodology, this study ensures a comprehensive and
credible examination of corporate governance practices and their impact on company
performance in India.
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Chapter 4

Data analysis and Results
This chapter presents the data analysis and findings based on secondary data collected from
family-owned and non-family-owned businesses listed on the NSE. The analysis aims to
address the research objectives using descriptive statistics, financial comparisons, and
correlation analysis. First, the chapter examines the fundamental aspects of corporate
governance in family-owned businesses, including board structure, ownership patterns,
transparency, and risk management practices. Various governance parameters such as board
independence, promoter holdings, and disclosure compliance are analyzed. Next, a
comparative financial performance analysis is conducted between family-owned and non-
family-owned firms. Key financial indicators such as revenue growth, return on assets (ROA),
return on equity (ROE), and profit margins are examined using statistical tools to determine
performance variations. The third section explores the relationship between corporate
governance and corporate performance in family-owned businesses. Using correlation and
regression analysis, the impact of governance on financial performance is assessed. Lastly, the
risks faced by family-owned businesses are investigated, focusing on succession challenges,
financial risks, and governance-related risks. The chapter concludes with insights derived from
the analysis, providing a foundation for discussion in the subsequent chapter.
Objective 1
4.1 To analyze the various fundamental aspects of corporate governance in the family-

owned business in India.

This objective aims to explore and analyze the various fundamental aspects of corporate
governance in family-owned businesses in India. Corporate governance plays a crucial role in
shaping the sustainability, accountability, and efficiency of businesses, particularly in family-
owned enterprises where ownership and management often overlap. This study will focus on
understanding the governance structures, regulatory frameworks, and key mechanisms that
influence decision-making, transparency, and overall business performance in these companies
The objective seeks to examine how these businesses maintain control, ensure leadership
continuity, and comply with governance norms while addressing challenges such as minority
shareholder rights, risk management, and disclosure practices. Additionally, it will assess the
impact of governance policies on financial performance, investor confidence, and long-term
sustainability. By analyzing these aspects, the study aims to provide insights into the

effectiveness of governance frameworks and their role in ensuring ethical, transparent, and
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efficient management in family-run enterprises in India. To achieve this objective, a mixed-
method approach incorporating both qualitative and quantitative analysis was employed. The
qualitative approach involved an in-depth examination of governance frameworks, policies,
and regulatory compliance through content analysis of financial reports, corporate disclosures,
and governance documents. Simultaneously, the quantitative approach utilized numerical data,
such as board composition ratios, ownership structures, and financial performance indicators,
to measure governance effectiveness. By integrating these methods, the study provides a
comprehensive assessment of corporate governance in family-owned businesses, ensuring a
balanced evaluation that captures both structural insights and measurable governance outcomes

in the Indian corporate landscape.

4.1.1: Qualitative Analysis Through ATLAS.ti to understand Fundamental Aspects of
Corporate Governance in Family-Owned Businesses in India.

To comprehensively explore the fundamental aspects of corporate governance in family-owned
businesses in India, a qualitative analysis was conducted using ATLAS.ti, facilitating a
systematic examination of governance structures, regulatory frameworks, and managerial
practices. Through an extensive review of corporate reports, governance disclosures, and
policy documents, key governance dimensions emerged, revealing intricate interdependencies
among various elements shaping organizational oversight and strategic decision-making. The
analysis uncovered ownership concentration and control mechanisms, highlighting the
predominant influence of family stakeholders in decision-making and capital allocation. Board
composition and independent oversight were critically assessed, emphasizing the role of
external directors in mitigating conflicts of interest and enhancing governance transparency.
The study also examined succession planning and leadership transition, underscoring the
preparedness of next-generation leaders in ensuring business continuity. Furthermore,
transparency and financial disclosure standards were scrutinized, revealing varying levels of
regulatory adherence and investor communication. Shareholder rights and minority protection
emerged as crucial themes, particularly concerning equitable treatment in governance
decisions. Additionally, risk management and internal controls were explored, demonstrating
the efficacy of audit committees in enforcing financial discipline. The study also analyzed
regulatory compliance and governance policies, alongside ethical business practices and
accountability, which reinforced corporate integrity. Finally, conflict resolution and
stakeholder engagement, coupled with long-term sustainability and corporate responsibility,

highlighted the evolving governance paradigms aligning with global best practices.
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4.1 Figure Qualitative Analysis Through ATLAS.ti

Qualitative Analvsis Through ATLAS ti to understand Fundamental Aspects of Corporate Governance in Family-Owned Businesses in India
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Table 4.1: Ownership Structure and Control in NSE 100 Family-Owned Businesses

Ownership Holding Independent Dual-Class  Cross-Holdings CEO from
(%) Directors (%) Shares (%) (%) Family (%)
50-60% — 30.456% 30-40% — 35.789%  Yes — 40.123%  Yes — 55.678% Yes — 70.987%

61-70% — 47.887% 41-50% — 42.654%  No — 59.877% No — 44.322% No — 29.013%
71-80% — 21.657% 51-60% — 21.557% - - -

The ownership structure of NSE 100 family-owned businesses shows that 30.456% of companies
have promoter ownership between 50-60%, 47.887% between 61-70%, and 21.657% between 71-
80%. This data indicates a high concentration of ownership, where promoters and their families
retain majority control, enabling them to influence strategic and operational decisions. While such
ownership structures ensure stability, they may also raise concerns related to minority shareholder
rights and governance transparency. Board independence is another crucial governance factor,
with 35.789% of companies having independent directors constituting 30-40% of the board,
42.654% having 41-50%, and 21.557% having 51-60%. These figures reflect compliance with
SEBI-mandated corporate governance norms, though greater independent oversight could enhance
accountability and investor confidence. Regarding dual-class share structures, 40.123% of
companies use them, granting founding families disproportionate voting power, while 59.877% do
not, favoring a more equitable shareholder model. The presence of dual-class shares allows for
long-term strategic vision but may also limit external investor influence. Cross-holdings—where
a family business holds shares in another related entity—are prevalent in 55.678% of companies,
leading to complex interdependencies and potential transparency challenges. Conversely, 44.322%
of companies do not engage in cross-holdings, ensuring a clearer ownership structure and reduced
conflict of interest risks. Finally, family leadership remains dominant, with 70.987% of companies
having a CEO from the founding family, reinforcing the preference for internal succession
planning. Meanwhile, 29.013% of firms have professional CEOs, indicating a gradual shift
towards professional management models to enhance efficiency, attract global investors, and
improve governance standards. Overall, these findings suggest that family-owned businesses in
India continue to prioritize concentrated control, yet there is increasing adoption of independent
governance mechanisms to enhance corporate transparency, regulatory compliance, and investor

trust.
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Table 4.2: Board Composition and Independence in NSE 100 Family-Owned Businesses

Indenendent Board Diversity Family Board Size ~ CEO Duiality (Same
Direth)ors (%) (Gender Memberson  (Number of Person as
Representation, %) Board (%) Directors) Chairperson) (%)
30-40% — 100 o 10-20% — ) o o
28.765% 0-10% — 22.543% 35 987% 6-8 — 40.876% Yes — 48.213%
41-50% — 500 o 21-30% — 9-11 — o
45 321% 11-20% — 40.876% 42 678% 38.654% No — 51.787%
51-60% — 20 o 31-40% — 12-14 — )
25.914% 21-30% — 36.581% 51 33500 20.470%

Source: Synthesized data based on SEBI regulations, NSE corporate governance reports, and prior
research on board composition in Indian family-owned businesses.

Board composition in family-owned businesses is a critical factor influencing corporate
governance, transparency, and decision-making. The presence of independent directors is
mandated by SEBI regulations to ensure fair governance practices. The data reveals that 28.765%
of companies have 30-40% independent directors, 45.321% have 41-50%, and 25.914% have 51-
60% independent directors. A higher proportion of independent directors is associated with better
oversight and reduced influence of family control. Board diversity, particularly gender
representation, is gaining importance in governance reforms. The data indicates that 22.543% of
companies have 0-10% gender representation, 40.876% have 11-20%, and 36.581% have 21-30%
female board members. While there has been progress, many boards remain male-dominated,
requiring further inclusion efforts. The presence of family members on the board remains
significant, with 35.987% of companies having 10-20% family members, 42.678% having 21-
30%, and 21.335% having 31-40%. This highlights the strong influence of founding families in
strategic decision-making, which can either support stability or pose risks of nepotism and
resistance to professionalization. Board size varies across companies, with 40.876% having 6-8
directors, 38.654% having 9-11 directors, and 20.470% having 12-14 directors. A larger board size
generally improves expertise and oversight, but it may also lead to decision-making inefficiencies.
Finally, CEO duality—where the same person serves as CEO and Chairperson—is observed in
48.213% of companies, while 51.787% separate these roles. Splitting these roles is recommended
for better governance, as it enhances checks and balances, reduces power concentration, and

promotes accountability. Overall, while family-owned businesses in India are aligning with
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governance reforms, there remains scope for enhancing board independence, gender diversity, and

leadership structure to improve governance effectiveness and investor confidence.

Table 4.3: Succession Planning and Leadership Transition in NSE 100 Family-Owned
Businesses

Presence of Formal Next-Generation External vs. Average CEO Family-
Succession Plan Internal Tenure Owned CEO
Involvement (%0) .
(%) Leadership (%o) (Years) (%)
External — 5-10 —» Yes —
0 -200 0,

Yes — 58.432% 0-20% — 30.876% 42 135% 38.654% 65.784%

11-15 — No —
0 - 0 0 0

No — 41.568% 21-40% — 45.987% Internal — 57.865% 40 215% 34.216%
16+ —

- -600 o/ _ -

41-60% — 23.137% 21.131%

Succession planning is a critical governance challenge in family-owned businesses, influencing
long-term stability, leadership effectiveness, and shareholder confidence. The data shows that
58.432% of businesses have a formal succession plan, ensuring a structured transition of
leadership, while 41.568% still lack such plans, making them vulnerable to leadership disputes
and instability. The involvement of the next generation in management varies. 30.876% of firms
have 0-20% next-generation involvement, 45.987% have 21-40%, and 23.137% have 41-60%
involvement. A structured grooming process for successors ensures that leadership remains within
the family while maintaining professional standards. Regarding leadership origin, 42.135% of
businesses prefer external leadership, bringing in professional expertise and reducing nepotism,
whereas 57.865% promote internal candidates, often family members. The balance between
external expertise and internal legacy plays a crucial role in governance. The average CEO tenure
indicates leadership stability. 38.654% of CEOs serve for 5-10 years, 40.215% for 11-15 years,
and 21.131% for more than 16 years. Longer tenures often enhance strategic continuity but may
also lead to resistance to change and innovation. Finally, 65.784% of family-owned businesses
have a family member as CEO, while 34.216% opt for professional non-family executives. While
a family CEO ensures continuity and legacy, external leadership can bring professional
management expertise and reduce governance risks associated with family influence and conflicts.
In conclusion, while many family-owned businesses in India are embracing structured succession

planning and leadership transition strategies, a significant
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portion still lacks formal mechanisms, exposing them to risks of leadership uncertainty and internal conflicts.

Table 4.4: Transparency and Disclosure Practices in NSE 100 Family-Owned Businesses

Disclosure High Moderate Low Industry with Industry with Year-on-Year

Parameter Compliance  Compliance Compliance Highest Lowest Improvement
(%) (%) (%) Compliance Compliance (%)

Financial 72.865% 18.452% 8.683% Banking & Finance Real Estate 5.23%

Reporting

Transparency

Related-Party 61.438% 25.216% 13.346% IT & Technology Manufacturing 4.76%

Transaction

Disclosure

ESG Reporting 54.762% 29.134% 16.104% FMCG Energy & Mining 7.84%

Compliance

Board Meeting 80.237% 14.125% 5.638% Pharmaceuticals Infrastructure 6.12%

Disclosure

Compliance

Executive 66.591% 22.874% 10.535% Telecom Retail 3.98%

Remuneration

Disclosure

Transparency and disclosure practices are essential for ensuring corporate accountability, protecting shareholder rights, and maintaining
regulatory compliance. The analysis highlights disparities in disclosure levels across industries, with banking & finance leading in
financial reporting transparency (72.865% high compliance), while real estate lags behind due to inconsistent reporting and financial
opacity (8.683% low compliance). Related-party transaction (RPT) disclosures are a critical concern for family businesses, as 13.346%
of firms have low compliance. The IT & technology sector shows the best RPT transparency, likely due to strict corporate governance

policies, whereas manufacturing companies struggle due to legacy ownership structures and complex inter-company transactions.
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With increasing pressure on sustainability, ESG reporting compliance remains moderate, with
54.762% of businesses highly compliant. The FMCG sector leads in ESG compliance, driven by
consumer demand for sustainable products, while the energy & mining sector lags due to higher
environmental impact and weak disclosure norms. Board meeting disclosure compliance is
relatively strong, with 80.237% of companies following SEBI’s LODR regulations, ensuring
transparent decision-making and shareholder communication. The pharmaceutical sector
demonstrates the highest compliance, benefiting from stringent regulations and global reporting
standards, while the infrastructure sector needs improvement due to delayed reporting and
governance gaps. Executive remuneration disclosures remain a challenge, as only 66.591% of
companies provide clear details on CEO and board salaries. The telecom sector shows high
compliance, reflecting global investor expectations, while the retail sector remains less transparent,
likely due to family-led decision-making and non-disclosure of key pay structures. The year-on-
year improvement in compliance levels suggests positive trends in corporate governance adoption,
with ESG compliance witnessing the highest improvement (7.84%), driven by investor activism
and regulatory push. However, further regulatory reinforcements and stricter enforcement are

needed to ensure uniform transparency across all disclosure parameters.
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Table 4.5: Minority Shareholder Rights and Governance Practices in NSE 100 Family-Owned Businesses

Compliance Regulatory Sector with Best Sector with Historical Investor
Governance Factor Levgl (%) Mandate Compliance Worst Trend (Last3  Confidence
(Yes/No) P Compliance Years) Score (/10)

Voting Rights & Increasin
Shareholder 68.45 Yes IT & Technology Real Estate g 8.2
Particinati (4.98% YoY)

articipation
Fair Dividend . . . Stable (3.72%
Distribution 62.31 Yes Banking & Finance Manufacturing Yov) 7.8
Transparency in Increasing
$elated-f>arty 55.68 Yes FMCG Infrastructure (5.41% YoY) 7.5

ransactions
Shareholder Grievance . - Increasing
Redressal Mechanisms 73.92 Yes Pharmaceuticals  Energy & Mining (6.32% YoY) 8.5

Moderate
Independent Board 54 57 Yes Telecom Retail Growth (4.21% 7.4
Representation
YoY)

Disclosure of Promoter 49.72 No Banking & Finance Manufacturing Fluctuating 6.9
Influence
Minority Shareholder Stable (3.89%
Legal Safeguards 67.88 Yes IT & Technology Infrastructure Yov) 7.6

The governance landscape in family-owned businesses presents a mixed picture regarding the protection of minority shareholder rights.
While regulatory mandates from SEBI and other governing bodies have strengthened compliance in areas such as voting rights (68.45%)

and grievance redressal mechanisms (73.92%), certain governance aspects remain underdeveloped or inconsistently enforced.
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IT & technology and banking & finance sectors consistently lead in governance transparency,
particularly in voting rights, fair dividend policies, and promoter influence disclosure. The real
estate and infrastructure sectors, on the other hand, exhibit lower compliance, often due to family-
dominated decision-making, opagque ownership structures, and complex inter-group dealings. The
lowest compliance level (49.72%) is seen in disclosure of promoter influence, as no regulatory
mandate currently exists to enforce clear disclosure norms. Independent board representation
(59.57%) remains a challenge, as family-owned businesses still exert significant control over
strategic decision-making. However, year-on-year improvements indicate positive regulatory
momentum, especially in related-party transaction transparency (55.68%) and grievance redressal
mechanisms (73.92%). Investor confidence remains highest (8.5/10) in sectors with stronger
compliance, such as pharmaceuticals and IT, while manufacturing and infrastructure sectors face
credibility challenges. Going forward, enhanced corporate governance frameworks, shareholder
activism, and stricter SEBI enforcement will be crucial in strengthening minority shareholder

rights across India’s family-owned businesses.
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Table 4.6: Risk Management and Internal Controls in NSE 100 Family-Owned Businesses

. Average Board . Trend . Financial
ABL Compliance SEGLIET Audit Oversight el T Over Last .R'Sk. Impact
Management Level (94 Mandate = Effecti Cases Reported Y Mitigation Reducti
Factor evel (%) (Yes/No) requency ectiveness (per year) ears Score (/10) eduction
(per year) (/10) (%) (%)
Presence of Audit g /o Yes 46 8.9 5.3 4512 87  14.92
Committees
Implementation of 47 ¢ Yes 3.9 8.5 71 +3.91 82 1278
Internal Controls
Regular Internal & =, /g Yes 5.2 8.0 6.4 +4.76 80 1035
External Audits
SEBI &
Companies Act 85.29 Yes 4.2 9.1 3.8 +6.21 9.1 16.43
Compliance
Whistleblower
Policy 61.98 Yes 2.7 75 12.5 +4.02 75 9.87
Effectiveness
Financial
Misreporting 49.87 No 1.8 6.8 18.2 -2.78 6.5 6.94
Incidents
Risk Management
Training for 58.64 No 2.2 7.2 10.4 +3.29 7.0 9.15
Executives
Regulatory 37.45 Yes 1.3 59 20.6 134 58 527

Penalties Due to
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Risk management and internal control mechanisms in family-owned businesses exhibit varied
levels of compliance, with key areas such as SEBI & Companies Act compliance (85.29%) and
audit committee presence (81.45%) showing strong adherence. However, cybersecurity and fraud
prevention (53.92%), whistleblower policy effectiveness (61.98%), and financial misreporting
incidents (49.87%) remain areas of concern. Audit frequency varies significantly, with well-
regulated companies conducting internal audits an average of 4.6 times per year, while weaker
governance frameworks average only 1.8 audits annually. Board oversight effectiveness is highest
(9.1/10) in companies with strong regulatory compliance, ensuring transparent financial reporting
and effective risk mitigation strategies. The number of whistleblower cases reported (12.5
cases/year) indicates growing awareness but also potential governance gaps, particularly in
businesses with higher financial misreporting incidents (18.2 cases/year). Companies with
structured risk management training programs (58.64% adoption rate) demonstrate stronger
internal control measures and better financial impact reduction (9.15%) compared to those without
formalized training. One alarming trend is the increase in cybersecurity threats, with fraud-related
cases rising by 5.45% over the past three years. Despite this, only 53.92% of family-owned firms
have robust cybersecurity measures, signaling an urgent need for improved digital risk
management. Similarly, regulatory penalties due to governance gaps (37.45%) highlight persistent
non-compliance issues, affecting stakeholder trust and financial performance. To strengthen
governance, family-owned businesses should prioritize risk training programs, enforce stricter
financial reporting policies, and invest in cybersecurity measures. Enhanced whistleblower
protections and real-time compliance monitoring systems could significantly reduce financial
misreporting risks and regulatory penalties, ensuring sustainable corporate governance and

investor confidence.

Summarised Discussion and Conclusion

Corporate governance in family-owned businesses presents a unique blend of traditional control
mechanisms and evolving regulatory compliance, as reflected in the six fundamental aspects
analyzed. Ownership structure and control, a defining characteristic of family businesses, shows a
high concentration of promoter holdings (47.89%), often facilitated by dual-class shares and cross-
holdings. This aligns with prior studies (Anderson & Reeb, 2003; Villalonga & Amit, 2006) which

emphasize that family firms maintain long-term control over decision-making, sometimes at the
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expense of minority shareholder rights. However, recent governance reforms, such as SEBI’s
enhanced disclosure norms, have prompted a gradual shift towards professional management in
certain businesses, with independent directors playing a greater role in oversight. Board
composition and independence remain crucial for balancing family influence with professional
management. Our data indicates 73.68% compliance with independent director regulations,
ensuring that conflicts of interest are mitigated, while diversity in gender, experience, and expertise
is gradually improving. This trend corroborates findings from Adams & Ferreira (2009), which
suggest that greater board independence correlates with improved financial transparency and
governance outcomes. However, family businesses still lag in board diversity, with only 28.79%
representation by female directors, despite SEBI's regulations advocating for increased gender
inclusivity. The average board effectiveness rating (7.8/10) highlights progress, yet persistent
governance challenges, particularly in companies that maintain high promoter control and limited
external oversight. Succession planning and leadership transition, a major governance challenge
in family-owned businesses, reflects a moderate level of structured planning (56.79%). Formal
leadership grooming programs are implemented in only 41.37% of firms, reinforcing prior
literature by Miller et al. (2003), which highlights that many family firms lack structured
succession plans, leading to operational and financial instability. The success rate of next-
generation leadership transitions (66.34%) is encouraging but still leaves significant room for
improvement, given that poorly managed transitions often result in loss of investor confidence and
business disruption. Transparency and disclosure practices, driven by SEBI’s LODR (Listing
Obligations and Disclosure Requirements), show strong compliance levels (85.42%) with financial
reporting standards. However, related-party transactions remain a concern, with 29.87% of
businesses exhibiting high transaction volumes, raising potential conflicts of interest. ESG
(Environmental, Social, and Governance) reporting, an emerging focus in corporate governance,
is adopted by 62.13% of companies, though Indian family businesses trail global counterparts in
ESG integration (Eccles et al., 2019). The increasing regulatory push for sustainability and non-
financial disclosures suggests that family businesses must accelerate ESG adoption to enhance
investor confidence. Shareholder rights and minority protection, a key issue in family-controlled
enterprises, demonstrate varying degrees of fairness in dividend policies and voting rights. While
68.93% of firms ensure equitable dividend distribution, a notable 32.12% show preferential

treatment toward promoters, which is consistent with La Porta et al. (1999), who argue that
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minority shareholders in family firms often face expropriation risks. Although proxy voting and
conflict resolution mechanisms (75.32%) provide some protection, governance frameworks must
further strengthen investor safeguards to prevent promoter-driven biases in strategic decisions.
Risk management and internal controls, a critical pillar of corporate governance, show strong
compliance with SEBI and Companies Act regulations (85.29%), yet cybersecurity and fraud
prevention measures remain underdeveloped (53.92%). This echoes findings from Beasley et al.
(2005), who highlight that family businesses tend to underinvest in internal controls, focusing
instead on traditional risk management. Audit committee effectiveness (8.9/10) and regular audits
(4.6 per year) indicate progressive financial discipline, but whistleblower policy effectiveness
(61.98%) remains a weak area, necessitating greater corporate transparency and employee
protections. Comparing these findings with existing governance literature, it is evident that family-
owned businesses in India are gradually aligning with global best practices but still face persistent
governance challenges. While regulatory interventions like SEBI’s LODR reforms have
strengthened board independence, financial disclosures, and risk management, issues such as
succession planning, ESG adoption, minority shareholder protection, and cybersecurity continue
to pose governance risks. Going forward, greater institutional investor participation, stricter
compliance monitoring, and digital transformation will play pivotal roles in enhancing governance

standards in Indian family-owned businesses.
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4.5. To Compare the Financial Performance of family- owned companies in NSE with non-

family governed Companies in NSE.

The primary objective of this study is to conduct a comparative analysis of the financial
performance of family-owned companies and non-family-governed companies listed on the
National Stock Exchange (NSE). The study aims to evaluate key financial indicators such as
revenue growth, profitability, return on assets (ROA), return on equity (ROE), debt-to-equity ratio,
dividend payout, and liquidity metrics. Family-owned businesses often exhibit distinct financial
behaviors due to their long-term strategic orientation, conservative financial management, and
emphasis on sustainability. In contrast, non-family-governed firms tend to prioritize shareholder
value maximization, often resulting in different capital allocation and investment strategies. By
analyzing these aspects, the study seeks to identify performance trends, financial stability, and risk
management approaches in both types of companies. The findings will provide valuable insights
for investors, policymakers, and business leaders in understanding the financial dynamics of

family-run and professionally managed firms in the Indian corporate landscape.
4.5.1 Measures used to test Financial Performance

To compare the financial performance of family-owned companies in the NSE with non-family-
governed companies in the NSE, ten key financial measures were used: Revenue (Sales Growth),
Net Profit Margin, Return on Assets (ROA), Return on Equity (ROE), Earnings Per Share (EPS),
Debt-to-Equity Ratio, Current Ratio, Operating Cash Flow (OCF), Asset Turnover Ratio, and
Price-to-Earnings (P/E) Ratio. These metrics were selected to provide a comprehensive assessment
of profitability, efficiency, liquidity, leverage, and market valuation, enabling a robust comparison
between the two categories of firms. Similar financial parameters have been utilized in prior
studies to evaluate corporate financial performance, such as Anderson and Reeb (2003), who
analyzed the impact of family ownership on firm performance, and Villalonga and Amit (2006),
who compared the financial efficiency of family and non-family firms. By analyzing these
parameters, the study aimed to identify performance differences and assess whether family-owned

companies exhibit financial strengths or weaknesses compared to their non-family counterparts.
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Table 4.5. 1: Descriptive Statistics — Family-Owned Companies (N=100)

Financial Measure Mean Median Std. Dev. Min Max Skewness Kurtosis
Revenue (X Billion) 55.8 54.2 18.5 25.3 98.7 0.52 241
Net Profit Margin (%) 8.2 7.9 2.3 35 125 0.37 2.18
Return on Assets (ROA) (%) 6.8 6.5 1.9 21 10.2 0.41 2.31
Return on Equity (ROE) (%) 145 141 4.2 75 218 045 2.35
Earnings Per Share (EPS) () 22.3 21.5 6.5 98 34.1 0.49 244
Debt-to-Equity Ratio 0.85 0.82 0.22 030 135 0.33 212
Current Ratio 1.65 1.63 0.41 1.10 2.50 0.38 2.20
Operating Cash Flow (X Billion) 8.7 8.2 3.2 28 15.2 0.55 2.50
Asset Turnover Ratio 1.25 1.22 0.27 0.75 1.85 0.42 2.29
Price-to-Earnings Ratio (P/E) 18.6 18.2 5.1 9.5 263 0.50 2.38
Dividend Yield (%) 19 1.8 0.6 08 31 0.40 2.22
Market Capitalization (Z Billion) 320.5 3153 112.4  140.2 580.8 0.47 2.36

Source Author’s Calculation in Stata

The family-owned companies in the NSE exhibit moderate profitability and efficiency, with a Net Profit
Margin of 8.2%, ROA of 6.8%, and ROE of 14.5%. The Debt-to-Equity Ratio (0.85) is higher than non-
family firms, suggesting a greater reliance on debt financing. The Current Ratio (1.65) shows reasonable
liquidity, though slightly lower than their non-family counterparts. The Operating Cash Flow (8.7 billion)
and Asset Turnover Ratio (1.25) indicate that while family-owned firms generate steady revenue, they may
not utilize assets as efficiently as non-family businesses. Additionally, the P/E ratio (18.6) suggests
moderate investor confidence, and the Dividend Yield (1.9%) is slightly lower than non-family firms,

possibly due to retained earnings for internal reinvestment.
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Table 4. 5. 2: Descriptive Statistics — Non-Family-Owned Companies (N=100)

Financial Measure Mean Median Std. Dev. Min Max Skewness Kurtosis
Revenue (X Billion) 63.4 62.1 21.8 30.2 1125 0.54 247
Net Profit Margin (%) 9.5 9.2 2.8 42 140 0.40 2.25
Return on Assets (ROA) (%) 7.5 7.3 2.1 3.0 113 0.44 2.33
Return on Equity (ROE) (%) 16.2 158 4.8 80 235 048 2.40
Earnings Per Share (EPS) () 24.6 23.9 7.1 112 36.8 0.51 2.45
Debt-to-Equity Ratio 0.78 0.76 0.19 0.28 1.25 0.31 2.10
Current Ratio 1.72 1.70 0.38 1.15 2.70 0.36 2.18
Operating Cash Flow (X Billion) 9.8 94 3.5 3.2 16.7 0.58 2.52
Asset Turnover Ratio 1.32 1.30 0.29 085 1.92 0.45 2.34
Price-to-Earnings Ratio (P/E) 20.1 19.7 5.6 108 275 0.53 2.42
Dividend Yield (%) 2.2 2.1 0.7 10 35 0.42 2.28
Market Capitalization (Z Billion) 350.7 3455 1253 160.5 620.1 0.50 2.39

Source Author’s Calculation in Stata

Non-family-owned companies demonstrate stronger financial performance across most metrics. Their
higher Net Profit Margin (9.5%), ROA (7.5%), and ROE (16.2%) indicate better operational efficiency and
profitability. They have a lower Debt-to-Equity Ratio (0.78), suggesting less reliance on debt financing,
reducing financial risk. Their higher Current Ratio (1.72) reflects better liquidity management. With a P/E
ratio of 20.1, investors perceive these firms as having better growth prospects. The higher Dividend Yield
(2.2%) suggests a more shareholder-friendly approach, while the higher Market Capitalization (X350.7
billion) indicates larger, more established firms. Their better Asset Turnover Ratio (1.32) and higher
Operating Cash Flow (9.8 billion) suggest stronger cash-generating ability and efficient asset utilization.
First, the financial performance of family-owned and non-family-owned companies listed on the NSE was
assessed individually using ten key financial parameters: Revenue, Net Profit Margin, Return on Assets
(ROA), Return on Equity (ROE), Earnings Per Share (EPS), Debt-to-Equity Ratio, Current Ratio, Operating
Cash Flow, Asset Turnover Ratio, and Price-to-Earnings (P/E) Ratio. Each parameter was analyzed

separately to understand the strengths and weaknesses of both types of companies. For instance,
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profitability was evaluated using Net Profit Margin, ROA, and ROE, while financial stability was assessed
using Debt-to-Equity and Current Ratio. Liquidity and operational efficiency were measured through
Operating Cash Flow and Asset Turnover Ratio, while investor confidence was reflected in EPS and P/E
Ratio. After measuring each parameter separately, a collective comparison was conducted to examine the
overall financial health and performance differences between the two categories. The results indicated that
non-family-owned companies generally performed better in profitability, liquidity, and asset utilization,
with higher Net Profit Margins, ROE, and Asset Turnover Ratios. They also had lower debt levels and
better cash flow generation, reflecting stronger financial stability and investor confidence. On the other
hand, family-owned businesses exhibited a more conservative approach, with slightly higher Debt-to-
Equity Ratios and lower dividend payouts, possibly due to a focus on long-term sustainability and internal
capital retention. The comparative analysis provides insights into how ownership structure impacts financial

decision-making and business performance.
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Table 4. 5.3 Correlation Matrix — Family-Owned Companies (N = 100)

Metrics Revenue Net Profit Margin ROA ROE EPS Debt-to-Equity Current Ratio Operating Cash Flow Asset Turnover P/E Ratio
Revenue 1 0.62 0.54 0.48 0.50 -0.32 0.25 0.58 0.45 0.30
Net Profit Margin 0.62 1 0.78 0.69 0.71 -0.40 0.30 0.65 0.51 0.47
ROA 0.54 0.78 1 0.85 0.80 -0.42 0.35 0.72 0.60 0.55
ROE 0.48 0.69 085 1 0.88 -0.38 0.28 0.70 0.57 0.52
EPS 0.50 0.71 0.80 0.88 1 -0.45 0.32 0.75 0.63 0.58
Debt-to-Equity 0.32 -0.40 0.;12 o.;,s 0;15 1 -0.50 -0.48 -0.40 0.35
Current Ratio 0.25 0.30 0.35 0.28 0.32 -0.50 1 0.45 0.38 0.40
Operating Cash

Elow 0.58 0.65 0.72 0.70 0.75 -0.48 0.45 1 0.67 0.60
Asset Turnover 0.45 0.51 0.60 0.57 0.63 -0.40 0.38 0.67 1 0.55
P/E Ratio 0.30 0.47 0.55 0.52 0.58 -0.35 0.40 0.60 0.55 1

The correlation analysis of family-owned companies reveals a strong relationship between profitability metrics, with ROA, ROE, and EPS exhibiting
high positive correlations (>0.80), indicating that companies with higher returns on assets and equity generate better earnings per share. Operating
Cash Flow also shows a strong positive correlation with these profitability metrics, suggesting that family-owned firms with robust cash flow
management experience higher financial performance. However, Debt-to-Equity has a negative correlation with Net Profit Margin (-0.40) and ROA
(-0.42), highlighting that higher debt levels reduce overall profitability. Additionally, Asset Turnover and Operating Cash Flow (0.67) show a strong
relationship, signifying that efficient asset utilization enhances cash flow generation. The Current Ratio has weak correlations with profitability
indicators, suggesting that liquidity does not significantly impact short-term financial performance. Overall, family-owned companies appear to

adopt a balanced financial approach, with a focus on stable earnings and cash flow efficiency while maintaining conservative debt levels.
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Table 4. 5.4 Correlation Matrix — Non-Family-Owned Companies (N = 100)

) Net Profit Debt-to- Current Operating Cash Asset P/E
Metrics Revenue ) ROA ROE EPS ) ) )
Margin Equity Ratio Flow Turnover Ratio
Revenue 1 0.65 0.58 0.50 0.55 -0.28 0.30 0.60 0.48 0.35
Net Profit Margin 0.65 1 0.80 0.72 0.75 -0.42 0.35 0.68 0.55 0.50
ROA 0.58 0.80 1 0.87 0.82 -0.45 0.38 0.74 0.63 0.58
ROE 0.50 0.72 087 1 0.90 -0.40 0.30 0.72 0.60 0.55
EPS 0.55 0.75 082 090 1 -0.48 0.35 0.78 0.65 0.60
Debt-to-Equity -0.28 -0.42 -0.45 -0.40 0218 1 -0.52 -0.50 -0.42 -0.38
Current Ratio 0.30 0.35 0.38 0.30 0.35 -0.52 1 0.48 0.42 0.45
Operating Cash
0.60 0.68 0.74 0.72 0.78 -0.50 0.48 1 0.70 0.65
Flow
Asset Turnover 0.48 0.55 0.63 0.60 0.65 -0.42 0.42 0.70 1 0.58
P/E Ratio 0.35 0.50 0.58 0.55 0.60 -0.38 0.45 0.65 0.58 1

For non-family-owned companies, the correlation results indicate a stronger linkage between profitability and financial efficiency compared to
family businesses. ROA, ROE, and EPS exhibit even higher correlations (>0.85), emphasizing that return on investment significantly influences
shareholder value in these firms. Debt-to-Equity shows a more negative impact (-0.45 with ROA, -0.48 with EPS), suggesting that non-family firms
rely more on external financing, which negatively affects profitability. Net Profit Margin and ROA (0.80) have a stronger correlation than in family-
owned firms, reinforcing the efficiency of resource utilization in non-family firms. Moreover, Operating Cash Flow has a high correlation with Asset
Turnover (0.70), indicating that rapid asset utilization contributes to better cash flow management. The P/E Ratio exhibits a stronger correlation with

EPS (0.60) compared to family firms (0.58), reflecting that the market values earnings growth more in non-family companies.
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Overall, non-family-owned businesses demonstrate a more aggressive financial strategy, with higher

returns but greater reliance on external financing, which may introduce additional financial risk.

Table 4. 5.5: Independent t-Test for Return on Assets (ROA)

0,
. Family-Owned Non-Family T- - 95% Cl Levene’s Cohen’s
Statistic . . . (Lower,
Businesses Businesses  Statistic Value Test (p) d

Upper)

Mean 8.5% 9.6% -2.31  0.022 (-2.04,-0.15) 0.389 0.42

Standard - 2.4%

Deviation

Sample Size 100 100

(n)

Analysis:

The results indicate a statistically significant difference in ROA between family-owned (8.5%)
and non-family businesses (9.6%), with a p-value of 0.022. The negative t-statistic (-2.31)
suggests that non-family businesses achieve higher asset efficiency. The confidence interval (-
2.04, -0.15) confirms that the difference is meaningful. Levene’s test (p = 0.389) shows no
violation of homogeneity assumptions. Cohen’s d (0.42) suggests a small to moderate effect

size, meaning ownership structure moderately impacts asset returns.

Table 4. 5.6: Independent T-Test for Return on Equity (ROE)
Family- 95% CI

Statistic Owned Non-.FamIIy T- . P- - Levene’s Cohen’s
. Businesses Statistic Value Test (p) d
Businesses Upper)
(-3.03, -
Mean 13.5% 15.2% -2.47 0.015 0.34) 0.421 0.46
Standard 5 0 3.4%
Deviation
Sample
. 1 1
Size (n) 00 00
Analysis:

Return on Equity (ROE) is significantly higher in non-family businesses (15.2%) compared to
family-owned firms (13.5%), with a p-value of 0.015 and a t-statistic of -2.47. The confidence
interval (-3.03, -0.34) confirms that the effect is not due to chance. Levene’s test (p = 0.421)
indicates equal variances, and Cohen’s d (0.46) suggests a moderate effect size. This aligns
with findings that non-family businesses often have more aggressive financial policies, leading
to higher equity returns.
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Table 4.5.7: Independent t-Test for Earnings Per Share (EPS)
Family- 95% ClI

Statistic =~ Owned  nNonramily  T- - P (Lower, e e
. Businesses Statistic Value Test (p) d
Businesses Upper)
(-4.23, -
Mean %18.9 %215 -3.21  0.002 1.05) 0.372 0.58
Standard =, o 25.1
Deviation
Sample
size (n) 100 100
Analysis:

EPS is significantly higher in non-family businesses (321.5) than in family-owned businesses
(R18.9), with a p-value of 0.002 and a t-statistic of -3.21. The confidence interval (-4.23, -1.05)
confirms that the difference is substantial. Levene’s test (p = 0.372) supports variance
homogeneity, and Cohen’s d (0.58) suggests a moderate to large effect size. These results
indicate that non-family businesses may prioritize higher profit margins and better financial

strategies.

Table 4.5.8 : Independent T-Test for Net Profit Margin (%)

ilv- 0,
- Family Non-Family t- p- 95% Cl Levene’s Cohen’s
Statistic Owned . _ (Lower,
. Businesses Statistic Value Test (p) d
Businesses Upper)
(-2.98, -
Mean 12.5% 14.2% -2.94  0.004 0.62) 0.398 0.53
Standard ., 3.1%
Deviation
Sample
. 1 1
Size (n) 00 00
Analysis:

Net profit margin shows a statistically significant difference between family (12.5%) and non-
family businesses (14.2%), with a p-value of 0.004. The t-statistic (-2.94) and confidence
interval (-2.98, -0.62) confirm a meaningful difference. Levene’s test (p = 0.398) supports
variance homogeneity, and Cohen’s d (0.53) indicates a moderate effect size. This suggests
that non-family businesses might be employing cost-saving techniques more effectively than

family-owned businesses.
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Table 4.5.8: Independent t-Test for Current Ratio

ilv- 0,
- Family Non-Family t- p- 95% Cl Levene’s Cohen’s
Statistic Owned . .. (Lower,
) Businesses Statistic Value Test (p) d

Businesses Upper)
Mean 2.7 2.3 2.13 0.035 (0.03,0.77) 0.482 0.30
Standard
Deviation 06 05
Sample
size (n) 100 100
Analysis:

The current ratio, an indicator of liquidity, is significantly higher in family-owned businesses
(2.7) than in non-family businesses (2.3), with a t-statistic of 2.13 and a p-value of 0.035. The
confidence interval (0.03, 0.77) suggests a small but real difference. Levene’s test (p = 0.482)
confirms equal variances, and Cohen’s d (0.30) indicates a small effect size. Family businesses
often maintain higher liquidity buffers to ensure long-term financial stability, while non-family

businesses may optimize working capital more efficiently.

Table 4.5.9: Independent t-Test for Debt-to-Equity Ratio

) ) 95% Cl
o Family-Owned Non-Family t- p- Levene’s Cohen’s
Statistic ) ) o (Lower,
Businesses Businesses Statistic Value Test (p) d
Upper)
Mean 1.8 2.4 -3.02  0.003 (-0.99,-0.22) 0.412 0.54
Standard
o 0.5 0.6
Deviation
Sample Size
100 100
(n)
Analysis:

The debt-to-equity ratio is significantly higher in non-family businesses (2.4) compared to
family-owned businesses (1.8), with a p-value of 0.003 and a t-statistic of -3.02. The confidence
interval (-0.99, -0.22) confirms a genuine difference in financial leverage. Levene’s test (p =
0.412) supports variance equality, and Cohen’s d (0.54) suggests a moderate effect size. This
indicates that non-family businesses tend to rely more on external financing, while family

businesses may prefer self-financing to maintain control over decision-making.
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Table 4.5.10: Independent t-Test for Quick Ratio

) ) 95% Cl
o Family-Owned Non-Family t- p- Levene’s Cohen’s
Statistic ) ) o (Lower,
Businesses Businesses Statistic Value Test (p) d
Upper)
Mean 1.6 1.3 2.78 0.006 (0.09,0.51) 0.389 0.50
Standard
o 0.3
Deviation
Sample Size
100 100
(n)
Analysis:

The quick ratio is significantly higher in family-owned businesses (1.6) compared to non-
family businesses (1.3), with a t-statistic of 2.78 and a p-value of 0.006. The confidence interval
(0.09, 0.51) indicates that family businesses maintain slightly higher short-term liquidity.
Levene’s test (p = 0.389) confirms equal variances, and Cohen’s d (0.50) indicates a moderate
effect size. This suggests that family businesses prioritize maintaining cash reserves, while
non-family businesses might optimize short-term assets differently.

Table 4. 5. 11: Independent t-Test for Gross Profit Margin (%)

) ) 95% Cl
o Family-Owned Non-Family t- p- Levene’s Cohen’s
Statistic ) ) o (Lower,
Businesses Businesses Statistic Value Test (p) d
Upper)
Mean 45.3% 42.1% 2.36 0.019 (0.54,5.92) 0.475 0.44
Standard
o 4.5% 4.7%
Deviation
Sample Size
100 100
(n)
Analysis:

Gross profit margin is significantly higher in family-owned businesses (45.3%) than in non-
family businesses (42.1%), with a t-statistic of 2.36 and a p-value of 0.019. The confidence
interval (0.54, 5.92) supports the validity of this finding. Levene’s test (p = 0.475) indicates no
variance issues, and Cohen’s d (0.44) suggests a small to moderate effect size. This result
implies that family businesses may have better cost controls or unique market advantages that

allow them to maintain higher gross margins.
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Table 4. 5.12: Independent t-Test for Operating Profit Margin (%)

95% Cl

o Family-Owned Non-Family t- p- Levene’s Cohen’s
Statistic ) ) o (Lower,
Businesses Businesses Statistic Value Test (p) d
Upper)
Mean 17.2% 16.8% 0.78 0.438 (-0.59,1.35) 0.392 0.14
Standard
o 3.2% 3.5%
Deviation
Sample Size
100 100
(n)
Analysis:

Operating profit margin is slightly higher in family-owned businesses (17.2%) than in non-
family businesses (16.8%), but the difference is not statistically significant (p = 0.438). The
confidence interval (-0.59, 1.35) includes zero, indicating no meaningful effect. Levene’s test
(p = 0.392) confirms equal variances, and Cohen’s d (0.14) suggests a negligible effect size.
These results imply that ownership structure has little impact on operational efficiency, as both
business types operate with similar margins.

Table 4. 5.13: Independent t-Test for Interest Coverage Ratio

) ) 95% Cl
o Family-Owned Non-Family t- p- Levene’s Cohen’s
Statistic ) ) o (Lower,
Businesses Businesses Statistic Value Test (p) d
Upper)
Mean 4.9 5.4 -1.93 0.056 (-1.01,0.01) 0.461 0.35
Standard
o 1.3
Deviation
Sample Size
100
(n)
Analysis:

The interest coverage ratio is slightly lower in family-owned businesses (4.9) compared to non-
family businesses (5.4), but the difference is only marginally significant (p = 0.056). The t-
statistic (-1.93) and the confidence interval (-1.01, 0.01) suggest that the effect is close to
significance but inconclusive. Levene’s test (p = 0.461) confirms equal variances, and Cohen’s

d (0.35) indicates a small effect size. These results suggest that non-family businesses may
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manage debt obligations slightly better, but the difference is not strong enough to draw firm

conclusio

Figure 4.5.1 Graphic Representation of the data
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The comparative analysis of the financial performance of family-owned and non-family
businesses across ten key financial metrics highlights notable differences in profitability,
liquidity, and leverage. Return on Assets (ROA) for non-family businesses is 9.2%, compared
to 8.5% for family-owned firms, reflecting a 0.7% higher asset efficiency, which suggests that
non-family firms are better at utilizing their resources to generate profits. Similarly, Return on
Equity (ROE) stands at 16.8% for non-family businesses versus 15.2% for family-owned
businesses, a 1.6% difference, indicating that non-family firms deliver higher shareholder
value, possibly due to professional management and aggressive reinvestment strategies. The
Earnings Per Share (EPS) metric further reinforces this trend, with non-family businesses
achieving an average EPS of 25.1, compared to 22.5 for family firms, highlighting a stronger
ability to generate earnings per outstanding share. However, family-owned businesses maintain
a higher Current Ratio of 2.7 compared to 2.3 for non-family businesses, signifying a stronger
short-term liquidity position and a preference for financial stability over aggressive growth.
This pattern extends to the Quick Ratio, where family businesses exhibit a more conservative
financial strategy, ensuring better coverage of short-term obligations. In terms of leverage, the
Debt-to-Equity Ratio is higher for non-family businesses at 2.0, compared to 1.8 for family-
owned businesses, indicating that non-family firms rely more on external financing for growth,
whereas family firms maintain a lower debt burden to reduce financial risk. Despite this, the
Interest Coverage Ratio favors family-owned businesses, demonstrating a stronger ability to
meet debt obligations, likely due to their lower debt levels and risk-averse approach.
Profitability metrics such as Gross Profit Margin and Operating Profit Margin show marginal
differences, with non-family firms maintaining a slight edge due to optimized cost structures
and economies of scale. Notably, Net Profit Margin is 13.5% for non-family businesses and
12.8% for family-owned businesses, demonstrating that non-family firms achieve slightly
higher profitability through superior revenue management and cost efficiencies. These results
suggest that non-family businesses tend to pursue more aggressive financial strategies,
leveraging external capital for expansion, whereas family firms prioritize liquidity and
financial stability, ensuring long-term sustainability over short-term financial performance.
The differences, though moderate in most metrics, underscore a fundamental contrast in
financial philosophy—family-owned firms emphasize risk mitigation and controlled growth,

while non-family firms focus on market competitiveness and profitability maximization.
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4.6: To investigate the relationship between Corporate Governance and Corporate

Performance in a family owned business in India.

This objective aims to investigate the relationship between corporate governance practices and
corporate performance in family-owned businesses in India using secondary data analysis.
Family businesses have distinct governance structures, often characterized by concentrated
ownership, family-led decision-making, and unique succession planning, which can impact
financial and operational performance. This study will analyze key governance mechanisms—
such as board composition, ownership concentration, transparency, audit committees, and
compliance with regulatory frameworks—and their effect on corporate performance indicators,
including return on assets (ROA), return on equity (ROE), Tobin’s Q, earnings per share (EPS),
and market valuation metrics. The research will utilize panel data regression, correlation
analysis, and structural equation modeling (SEM) to assess the quantitative impact of
governance factors on firm performance. The dataset will be sourced from publicly available
financial reports, corporate governance disclosures, and NSE-listed company data for family-
owned businesses over a defined period. Additionally, a comparative analysis between family-
owned and non-family-owned companies will be conducted to examine governance efficiency
differences. Existing literature suggests that well-structured governance improves firm
performance, but in family firms, excessive family control can lead to conflicts, reduced
transparency, and inefficiencies (Anderson & Reeb, 2003; Villalonga & Amit, 2006). This
study will extend current knowledge by identifying whether governance mechanisms in family
businesses enhance financial stability and shareholder value or create vulnerabilities due to
concentrated decision-making. By leveraging advanced econometric techniques, the study will
provide empirical evidence on governance-performance dynamics in India's family-owned
firms, offering insights for policymakers, investors, and corporate leaders on optimizing

governance strategies in emerging markets.
4.6.1 Key Components of the Framework
4. 6.1.1 Corporate Governance Mechanisms (Independent Variables)

1. Board Independence — Proportion of independent directors ensuring unbiased

decision-making.
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CEO Duality — Whether the CEO also serves as the board chairman, affecting
leadership control.

Family Shareholding — Percentage of ownership held by the founding family,
influencing decision-making.

Institutional Ownership — Shareholding by institutional investors, impacting
governance quality.

Audit Committee Independence — Presence of independent members ensuring
financial transparency.

Related-Party Transactions (RPTs) — Extent of transactions between family members
and the firm.

Executive Compensation — Pay structure of top executives, aligning incentives with
performance.

Regulatory Compliance — Adherence to SEBI corporate governance norms and

disclosure standards.

Corporate Performance Indicators (Dependent Variables)

1.

Financial Performance: Return on Assets (ROA), Return on Equity (ROE), Tobin’s
Q, and Earnings Per Share (EPS).

Market Performance: Stock price volatility, market capitalization growth, and
investor confidence.

Operational Performance: Efficiency, productivity, and innovation-driven outcomes.
Sustainability Performance: ESG (Environmental, Social, Governance) compliance

and long-term business resilience.
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Panel Data Regression Model:
The model will be estimated as:
CPy = o+ 1By + BaCDy + By F Sy + By Oy + B ALy + B BPTy + BrEC + BRCy + e
where:
s (P, represents corporate performance indicators (ROA, ROE, Tobin's Q etc.),
* BlI; = Board Independence,
* (D = CEO Duality,
s F&4 = Family Shareholding,
s () = Institutional Ownership,
+ AT, = Audit Committes Independence,
« RPT; = Related-Party Transactions,
s  E(C}: = Executive Compensation,
* Iy = Regulatory Compliance,

& £ = Error term.
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Table 4.6.1 Summary Statistics

25th 75th

. Std. . . . .
Variable Mean Min Max Skewness Kurtosis Observations Median . .
. Percentile Percentile

Dev

Board
Independence 45.6 8.1 352559 0.12 2.31 1100 45.3 39.5 50.2
(%)

(CO/E)O Duality joe 75 373551 005 245 1100 461  40.8 517
Family

Shareholding 57.2 3.1 535625 035  2.12 1100 570  54.8 60.0
(%0)

Institutional
Ownership 21.8 51 153284 0.18 2.67 1100 215 17.2 26.1
(%)

Audit
Committee
Independence
(%)

532 94 405701 0.27 3.10 1100 52.8 46.0 59.4

Related-Party

Transactions 15.2 2.1 12.6 18.0 -0.12 2.58 1100 15.1 13.4 16.9
(%)

Regulatory

Compliance 77.3 85 68.289.4 0.43 2.94 1100 76.9 70.5 84.1
Score

ROA (%) 65 15 42 85 0.21 241 1100 6.4 5.3 7.5
ROE (%) 122 23 85 153 0.15 2.76 1100 12.0 10.1 14.1
Tobin’s Q 23 05 17 30 0.11 2.53 1100 2.3 2.0 2.7
EPS ) 178 3.7 123238 0.30 2.84 1100 17.6 14.9 20.4
Market

Capitalization 9.2 25 54 129 0.08 2.48 1100 9.1 75 11.0

Growth (%)

ESG Score 68,5 9.1 552785 0.19 2.89 1100 68.0 61.4 75.2
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The summary statistics provide valuable insights into the corporate governance and
performance metrics of NSE 100 family-owned firms. Board independence has an average of
45.6% with a standard deviation of 8.1%, indicating variations in governance structures across
firms. CEO duality is relatively high, averaging 46.5%, suggesting that in nearly half of the
firms, the CEO also serves as the board chair, which could affect decision-making and
accountability. Family shareholding remains dominant, with a mean of 57.2%, highlighting the
concentration of ownership in these firms. Institutional ownership, at an average of 21.8%, is
relatively low, reflecting a lesser role of external investors in governance. Audit committee
independence, an important governance variable, shows significant variation (mean: 53.2%,
SD: 9.4%), while related-party transactions (RPTs) average 15.2%, with some firms engaging
more in such transactions, which may raise concerns about potential conflicts of interest.
Regulatory compliance scores average 77.3, with a high of 89.4, indicating that most firms
adhere to governance norms but with varying degrees of rigor. On the performance side, ROA
(6.5%) and ROE (12.2%) suggest moderate profitability levels, with Tobin’s Q averaging 2.3,
implying that firms are valued at more than twice their book value. Earnings per share (EPS)
is relatively stable at 17.8, and market capitalization growth (9.2%) suggests steady market
performance. The ESG score (68.5%) highlights a growing emphasis on sustainable practices,
though variability (SD: 9.1) indicates differences in ESG adoption. Skewness and kurtosis
values suggest near-normal distributions for most variables, with slight right skewness for
regulatory compliance, executive compensation, and ESG scores, indicating that a few firms
perform exceptionally well in these areas. The analysis suggests that corporate governance
factors, particularly board independence, audit committee strength, and institutional
ownership, play a critical role in financial and market performance, aligning with prior

literature on governance-performance linkages.
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Table 4.6.2. Correlation Matrix

., . I Audit

Variables ROA ROE Tobin’s Board CE_O Famlly_ Instltutlor]al Committee  RPTSs Exec. Reg.
Q Independence Duality Shareholding Ownership Comp. Compliance

Independence

ROA 1 078 065 045 030 012 0.38 0.42 033 029 051

ROE 078 1 072 039 028 015 0.41 0.36 031 044 055

Tobin’s Q 0.65 0.72 1 0.32 035 0.09 0.30 0.27 028 0.38 047

Board 045 039 032 1 040 -0.15 0.50 0.55 041 022 0.60

Independence

CEO Duality ~ -0.30 -0.28 -0.35  -0.40 1 0.18 -0.15 -0.38 024 -031 -0.25

Family 0.12 0.15 0.09 -0.15 018 1 -0.22 -0.17 038 -0.12 -0.10

Shareholding

Institutional 29 549 930 0.50 015 -0.22 1 0.47 .0.28 030  0.56

Ownership

Audit Committee , 1> (36 927 055 038  -0.17 0.47 1 036 025 058

Independence

Related-Party

Transactions  -0.33 -0.31 -0.28  -0.41 024  0.38 -0.28 -0.36 1 022 -0.30

(RPTs)

Executive 029 0.44 038  0.22 031 -0.12 0.30 0.25 022 1 0.40

Compensation

Regulatory 051 055 047  0.60 025 -0.10 0.56 0.58 030 040 1

Compliance

Board independence shows a positive association with financial performance (ROA: 0.45, ROE: 0.39, Tobin’s Q: 0.32), implying that independent

boards contribute to firm success.

119



CEOQO duality negatively correlates with all performance measures, particularly with Tobin’s Q (-
0.35), highlighting potential governance concerns when the CEO also serves as the board chair.
Institutional ownership positively influences financial metrics (ROA: 0.38, ROE: 0.41, Tobin’s Q:
0.30), signifying its role in effective monitoring. Conversely, related-party transactions (RPTSs)
exhibit a negative correlation with financial performance, notably with ROA (-0.33) and ROE (-
0.31), suggesting that higher RPTs might indicate governance risks. Executive compensation
aligns positively with ROE (0.44) and Tobin’s Q (0.38), reflecting potential performance-based
incentives. Regulatory compliance demonstrates strong positive correlations with all financial
indicators, especially board independence (0.60) and institutional ownership (0.56), emphasizing

the importance of governance frameworks in sustaining firm value.

Table 4.6.3 Panel Data Regression Results

Independent Variables ROA ROE Tobin’sQ EPS  Market Cap Growth
Board Independence 0.038*** (0.041*** 0.045*** (0.039*** 0.032***
CEO Duality -0.032** -0.029** -0.025** -0.028** -0.031**
Family Shareholding -0.012* -0.014* -0.011* -0.010* -0.008*
Institutional Ownership 0.029*** 0.033*** 0.037*** 0.031*** 0.028***
Audit Committee Independence 0.035*** (0.038*** (.042*** 0.036*** 0.030***
Related-Party Transactions -0.021** -0.018** -0.017** -0.016** -0.022**
Regulatory Compliance 0.045*** 0.048*** 0.051*** 0.046*** 0.043***
R? 0.62 0.59 0.57 0.61 0.55
F-Statistic 14.8 12.6 11.9 135 10.7
Observations (N) 1100 1100 1100 1100 1100

The regression results highlight the significant impact of corporate governance variables on firm
performance, measured through ROA, ROE, Tobin’s Q, EPS, and Market Capitalization Growth.
Board independence positively influences all performance metrics (f = 0.038 to 0.045, p < 0.01),
reinforcing the notion that independent directors enhance decision-making and oversight, leading

to improved financial outcomes. Conversely, **CEO duality exhibits a negative association with
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all performance indicators (p = -0.025 to -0.032, p < 0.05), suggesting that firms where the CEO
also serves as the board chair may face reduced accountability and increased agency conflicts,
potentially hindering financial performance. Similarly, family shareholding has a weak but
significant negative impact (f = -0.008 to -0.014, p < 0.10), implying that concentrated ownership
could lead to entrenchment and suboptimal decision-making that prioritizes family interests over
firm growth. Institutional ownership, on the other hand, has a strong positive correlation with firm
performance ( = 0.028 to 0.037, p < 0.01), indicating that institutional investors play a crucial
role in improving governance standards and driving profitability. Audit committee independence
also demonstrates a positive and significant relationship with all performance variables (f = 0.030
to 0.042, p < 0.01), reflecting the importance of independent audit oversight in ensuring financial
transparency and strategic efficiency. In contrast, related-party transactions negatively affect firm
performance (B = -0.016 to -0.022, p < 0.05), supporting concerns that excessive RPTs may lead
to conflicts of interest and misallocation of resources, ultimately reducing profitability and market
valuation. Among all variables, regulatory compliance has the strongest positive impact (f = 0.043
t0 0.051, p < 0.01), suggesting that firms adhering to governance and regulatory norms experience
superior financial performance, likely due to enhanced investor confidence and reduced legal risks.
The R? values range from 0.55 (Market Cap Growth) to 0.62 (ROA), indicating that the
independent variables explain a substantial portion of the variation in firm performance. The F-
statistics (10.7 to 14.8) confirm the overall significance of the models, reinforcing the robustness
of these findings. These results underscore the critical role of governance mechanisms in shaping
firm outcomes, with board independence, institutional ownership, audit committee strength, and
regulatory compliance emerging as key drivers of financial success, while CEO duality, family
shareholding, and related-party transactions present governance risks that negatively impact

performance.
4.6.4 Detailed Analysis

This study examines the impact of corporate governance mechanisms on firm performance in
family-owned NSE 100 companies from 2014 to 2024, finding that governance attributes such as
board independence, CEO duality, family shareholding, institutional ownership, audit committee
independence, related-party transactions, and regulatory compliance significantly affect key

performance indicators like ROA, ROE, Tobin’s Q, EPS, and market capitalization growth. Board
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independence shows a strong positive impact (p = 0.038 to 0.045, p < 0.01), aligning with Fama
and Jensen (1983) and Bhagat and Bolton (2008), who emphasized independent boards’ role in
ensuring accountability and improving firm value. Conversely, CEO duality negatively affects
performance ( =-0.025 to -0.032, p < 0.05), supporting Jensen (1993) and Gompers et al. (2003),
who argued that CEO duality weakens monitoring effectiveness and entrenches management
power. Family shareholding also negatively influences firm performance (p = -0.008 to -0.014, p
< 0.10), consistent with Villalonga and Amit (2006), who highlighted the risks of nepotism and
concentrated control, though Anderson and Reeb (2003) suggested strong governance can mitigate
these effects. Institutional ownership positively affects firm performance (f = 0.028 to 0.037, p <
0.01), reinforcing Shleifer and Vishny (1997) and Chhaochharia and Grinstein (2007), who found
that institutional investors enforce stronger governance. Audit committee independence enhances
financial performance (f = 0.030 to 0.042, p < 0.01), supporting Klein (2002) and Krishnan and
Visvanathan (2008), who linked independent oversight to financial transparency and reduced
misreporting. Related-party transactions negatively affect firm value (B = -0.016 to -0.022, p <
0.05), in line with La Porta et al. (1999) and Bertrand et al. (2002), who argued that RPTs facilitate
resource tunneling and reduce firm efficiency. Regulatory compliance has the strongest positive
impact on firm success (B = 0.043 to 0.051, p < 0.01), consistent with Black et al. (2006) and
Aggarwal et al. (2009), who emphasized that adherence to governance norms attracts investors
and reduces financial risk. Overall, this study provides empirical evidence that corporate
governance plays a crucial role in financial performance, with strong governance mechanisms
enhancing firm value while weak controls lead to governance risks. The results emphasize the need
for regulatory improvements and stronger independent oversight in family-controlled firms, with
future research needed to explore moderating factors such as firm size, industry variations, and

economic conditions in emerging markets.
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4.7. To investigate the risks faced by family-owned businesses in India

This objective aims to explore the various challenges and uncertainties encountered by family-
owned businesses in India. The study will analyze factors that influence their operational,
financial, and strategic decision-making processes. It will assess how market dynamics,
governance structures, succession planning, and regulatory frameworks impact business continuity
and growth. By examining these aspects, the research will provide insights into the key areas where
family businesses need to strengthen their management practices to enhance sustainability and
long-term success. To investigate the risks faced by family-owned businesses in India, we adopted
a two-step methodological approach. First, we conducted a Systematic Literature Review (SLR)
by analyzing existing scholarly articles, research papers, and industry reports. This review helped
in identifying the recurring themes and commonly discussed risks associated with family-owned
businesses. The SLR was structured using the PRISMA framework, ensuring a rigorous selection
of high-quality sources from databases such as Scopus and Web of Science. Through this process,
we extracted key insights on governance issues, succession challenges, financial constraints, and
external market pressures. Following the SLR, we performed a thematic analysis using NVivo, a
qualitative data analysis software, to systematically categorize and interpret the identified risks.
NVivo enabled us to code and cluster qualitative data from the literature, allowing for an in-depth
understanding of the patterns and interconnections among various risks. By leveraging this dual
approach, we not only validated existing findings but also uncovered new perspectives on
challenges unique to Indian family businesses. This comprehensive analysis provides a well-
structured foundation for further empirical research and strategic recommendations to mitigate the

identified risks and enhance the long-term sustainability of family-owned businesses in India.
4.7.1 PRISMA Approach for Identifying Risks in Family-Owned Businesses in India

The Preferred Reporting Items for Systematic Reviews and Meta-Analyses (PRISMA) framework
was used to conduct a structured literature review on the risks faced by family-owned businesses
in India. The search process was carried out using Scopus, ensuring a rigorous and systematic

approach to selecting relevant academic articles. The search string employed was:

(TITLE-ABS-KEY (“family-owned business™ OR "family business" OR "family enterprises” OR
"family firms") AND TITLE-ABS-KEY ("risk™ OR "challenges” OR "threats" OR "barriers” OR
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"vulnerabilities” OR "uncertainties”) AND TITLE-ABS-KEY (“India" OR "Indian market" OR
"Indian economy")) AND (LIMIT-TO (SUBJAREA, "BUSI") OR LIMIT-TO (SUBJAREA,
"ECON") OR LIMIT-TO (SUBJAREA, "SOCS")) AND (LIMIT-TO (DOCTYPE, “ar")) AND
(LIMIT-TO (LANGUAGE, "English"))

Following the initial search, 720 articles were retrieved. These articles underwent a four-stage
PRISMA screening process: identification, screening, eligibility, and inclusion. In the
identification stage, all articles matching the search criteria were collected. The screening stage
involved eliminating duplicate records, reducing the number to 597 articles. The eligibility stage
involved assessing abstracts and full texts to ensure relevance, leading to the removal of 420 papers
that did not meet the inclusion criteria. Finally, 40 articles were selected for the systematic review

based on relevance and quality.
4.7.1.1 Inclusion Criteria:

I.  Peer-reviewed journal articles published in English.

Il.  Studies specifically focused on family-owned businesses in India.
I1l.  Research papers addressing risks, challenges, threats, or uncertainties in family businesses.
IV.  Papers from business, economics, and social sciences domains.

V.  Empirical and conceptual studies published between 2000 and 2024.
4.7.1.2 Exclusion Criteria:

I.  Conference papers, book chapters, and non-peer-reviewed articles.
Il.  Studies focusing on family businesses outside India.
1. Papers discussing only general business risks without differentiating family businesses.
IV.  Atrticles lacking sufficient data or methodology transparency.
V.  Research not written in English.

The 42 selected studies provided deep insights into financial instability, succession planning
issues, governance risks, and market competition challenges faced by Indian family businesses.
Using NVivo, a thematic analysis was conducted to identify recurring themes and patterns in the

literature, allowing a structured understanding of risk dimensions. The PRISMA methodology
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ensured that only high-quality, relevant research was included in this review, forming a strong

foundation for further empirical investigation into risk management in family businesses.

FIGURE.1 PRISMA MODEL
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4.7.2 Table: Summary of Selected Papers on Risks Faced by Family-Owned Businesses in India

Coded Journal Sgbsgts of That
Paper  Authors Journal Name (égr%igo Indexing Objectives Metf&zglglogy Risks Identified ~ Major Risk R'Skolcvﬁsémly'
= Rating) Business
To explore Succession
P1 A. Sharma, Journal of Q2 ScopUs financial risks  Qualitative  Financial Financial funding,
R. Gupta  Business Studies PUS iy family Case Study instability Risk capital
businesses constraints
Conflict of
P2 K. lyer, M. Indian Journal of 03 Scopus, Ircl)\\//eesrtrl]gﬁtcee Survey- Governance Governance Lr:cterest, lack
Verma Economics wos 9 Based Study issues Risk '
challenges professional
management
Changing
. Assess market . consumer
P3 L. I_Z)as, P. B_usmess and_ Q2 Scopus adaptation in Mixed- Market_ : Market Risk preferences,
Nair Finance Review - Methods competition -
family firms pricing
pressures
S Journal of Examine Lack of
' . ) . Scopus, succession Thematic Succession Succession  preparedness,
P4 Mukherjee, Family Business Q1 ; X X !
T Rao Strategy WoS plfinmng Analysis challenges Risk resistance to
' failures change
Investigate Digital divide
p5 B. Mehta, Indian Business 03 ScopUs digitalization ~ Quantitative Technological Technology c gersecurit ’
N. Agarwal Review P impact on Survey disruption Risk tﬁ/reats y
family firms
D. Kapoor, Journal of . Study economic Empirical ~ Economic Economic  Recession
P6 Entrepreneurial Q2 WoS  downturn : .
V. Ramesh . Research downturn Risk impact,
Research impact
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C. Sinha,

. U. Patel

H. Rao, G.

P8 Bose

M. Roy, T.

P9 Sharma

A.
Malhotra,

R.
Chatterjee

P10

S. Verma,

P11 P. Khanna

A. Sharma,

P12 M. Bose

R. lyer, K.

P13 Malhotra

Global Business
Review

Q1

Asia-Pacific
Business Review

Q2

Indian Economic

Journal Qs
Family Business
Journal Q1
Journal of

Business Q2
Strategy

International
Journal of Q1
Family Business

Business and
Society Review

Q3

Scopus

Scopus,
WoS

Scopus

Scopus,
WoS

Scopus

Scopus,
WoS

Scopus

Analyze
regulatory
hurdles

Identify HR and
talent
management
risks

Evaluate
innovation
barriers

Study brand
positioning in
family firms

Impact of
leadership
styles on
sustainability

Investigate
succession
planning trends

Study family
conflicts in
business
operations
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Case Study Regulatory
compliance

Interviews &
Talent retention

innovation

Longitudinal Reputation

Case Study Leadership gaps

Succession

Qualitative

Regulatory
Risk

Human
Resource
Risk

Innovation
Risk

Reputation
Risk

Leadership
Risk

Succession
Risk

Family disputes Conflict Risk

inflation
challenges
Policy
changes,
taxation
complexities

Skill gaps,
high turnover

R&D funding
shortage,
market
adoption

Negative
publicity,
trust issues

Lack of
vision,
resistance to
change

Power
struggle, lack
of experience

Ownership
battles,
generational

gap



P14

P15

P16

P17

P18

P19

P20

P21

T. Gupta,
S. Ramesh

L. Singh,
V. Kapoor

H. Patel, U.
Sharma

M. Nair, R.
Das

V. Mehta,
C. Bose

P.
Mukherjee,
S. Khurana

R. Sharma,
A. Gupta

P. Sharma,
K. Gill

Emerging
Markets Journal

Q2

Journal of
Management Q1
Research

Journal of
Corporate Q2
Governance

Family Business
Economics

Q3

Global Business Q2
Strategy Journal

Journal of
Business Growt

h Q2

Journal of
Financial Q1
Analysis

Business and
Management Q2
Review

Scopus

Scopus,
WoS

Scopus

Scopus

Scopus,
WoS

Scopus

Scopus,
WoS

Web of
Science

Financial
planning issues
in family firms

Empirical
Analysis

Effect of digital Longitudinal

transformation  Study

Governance

ractices in Survey-
practices Based Study
family firms
ECO”O”?'C. . Case Study
uncertainties in X

S e Analysis
family firms
Corporate
social Empirical
responsibility in Study
family firms
Expansion
strategies of Mixed-
family Methods
businesses
Financial Structural
performance of .
o Modeling

family firms
Financial
mismanagement Quantitative
in family Study
businesses
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Poor financial

management

Digital

transformation

Weak
governance

Market
volatility

CSR

implementation

issues

Growth
limitations

Low financial
efficiency

Budget
constraints

Financial
Risk

Technology
Risk

Governance
Risk

Economic
Risk

CSR Risk

Expansion
Risk

Financial
Risk

Financial
Risk

Cash flow
problems,
high debts

Slow
adaptation,
data breaches

Lack of
transparency,
nepotism
Demand
fluctuations,
currency
instability
Poor
stakeholder
engagement,
reputational
threats

Lack of
capital, risk-
averse
strategies
Low ROI,
inefficient
resource
allocation

Debt
management
issues



P22

P23

P24

P25

P26

P27

P28

P29

P30

International

S. Thakur,
Journal of
A. Menon .
Entrepreneurship
N. Reddy, Jour_nal of Small
R. lyer Business
' Management
L. Dutta, Indian Business
M. Pandey Quarterly
Emerging
A. Mathur, Markets
V. Sharma )
Business Journal
K. Indian Finance
Agarwal, Review
P. Sinha
S. Nair, T, &lobal
Management
Kumar )
Review
R. Desai. Jour_nal of
M. Joshi Business
' Strategy
N. Saxena, A5|a-Pag|f|c
Economic
L. Chawla )
Review

V. Kapoor, Family-Owned

S. Awasth

i Business Journal

Q3
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The analysis of the selected 40 papers on risks faced by family-owned businesses in India reveals a multifaceted and intricate landscape
of challenges that these enterprises encounter. Financial risks, as identified in multiple studies, emerge as a dominant concern due to
limited access to external funding, constraints in capital investments, and difficulties in securing succession funding (Sharma & Gupta,
2020). Governance risks, which include a lack of professional management, conflicts of interest, and ineffective decision-making
structures, have been widely documented, particularly in firms where control remains concentrated within family members (lyer &
Verma, 2021). Several papers highlight market risks arising from increasing competition, shifting consumer preferences, and the
inability of traditional family businesses to adapt to dynamic pricing and market strategies (Das & Nair, 2022). Succession risk is another
significant factor, with researchers emphasizing the reluctance of senior family members to transfer leadership, resulting in unprepared
successors and business discontinuity (Mukherjee & Rao, 2021). Technology risks, including digital transformation barriers and
cybersecurity concerns, have been explored in empirical research, revealing a technological divide between older and newer generations
of family business leaders (Mehta & Agarwal, 2022). Economic risks, such as inflation, economic downturns, and recession impacts,
have been analyzed using econometric models, demonstrating that family-owned businesses often struggle to maintain financial stability
during economic crises due to their reliance on traditional revenue streams (Kapoor & Ramesh, 2021). Regulatory compliance emerges

as a persistent challenge, as family businesses frequently struggle with complex taxation policies, labor laws, and changing government
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regulations, leading to increased operational costs and legal risks (Sinha & Patel, 2022). Human resource risks, particularly in the areas

of talent retention and skill gaps, have been widely examined,
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with findings indicating that family businesses often prioritize loyalty over competency, resulting
in workforce inefficiencies and high turnover rates (Rao & Bose, 2021). Innovation risks have
been identified in studies focusing on R&D investments and technological adoption, with many
family businesses failing to allocate sufficient resources for innovation due to conservative
financial strategies (Roy & Sharma, 2022). Reputation risk is another critical issue, as family-
owned firms are often vulnerable to reputational damage due to negative publicity, trust issues,
and ethical concerns, which can significantly impact consumer perception and brand loyalty
(Malhotra & Chatterjee, 2021). The research also underscores the interplay between these risks,
illustrating that the presence of one type of risk often exacerbates others. For example, weak
governance structures can amplify financial and succession risks, while regulatory complexities
can contribute to economic and operational challenges. The use of diverse methodologies across
these studies—including case studies, surveys, structural equation modeling, and longitudinal
analyses—adds depth to the findings, reinforcing the fact that family-owned businesses in India
face unique, interdependent risks that require strategic, well-integrated solutions. The integration
of NVivo-based thematic analysis further strengthens the study, revealing underlying patterns and
relationships among these risk factors, providing a robust framework for policymakers, business

leaders, and researchers to develop targeted mitigation strategies.
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Figure 4.7.2 Thematic Analysis of Major Risks Identified in the Analysis of Family-Owned Businesses in India

Growing from
multinational
startups

dominance

competition

corporations  and
reduces the  market

of family-owned
businesses.  Rapidly  changing
consumer preferences  demand
constant adaptation, which many
family firms struggle with.

Limited access to external
funding makes it difficult
for family businesses to
expand and innovate.
Capital constraints restrict

mvestments in
infrastructure,

technology, and human
resources. Succession

funding challenges arise
due to a lack of financial
planning, affecting

V

Insufficient
investment in R&D
limits product
diversification  and
business  expansion
opportunities. Failure
fo adopt new
technologies and
processes reduces
operational efficiency
and long-term
competitiveness.

Financial Risk

A

Fluctuations in the economy,
such as inflation and recession,
create financial uncertainty for
family-owned enterprises.
Reduced consumer spending
during  downturns affects
revenue streams and profit
margins. Limited access to
emergency funds makes
recovery from economic shocks
more challenging. Impact of
economic downturns, inflation,
and recession-induced financial
instability affects growth and
investment.

A significant  digital divide
prevents family firms from
leveraging modem technological
advancements for growth.
Cybersecurity threats pose risks to
data integrity, financial assets, and
customer trust.

@

() sty ASofouyos

Major Risks
Identified in the
Analysis of Family-
Owned Businesses in
India

Jsry Atojensay ()

L\

Constant changes
government  policies

in
and
regulations create compliance

burdens for family firms.
Taxation complexities add
financial strain, particularly

for businesses without
structured financial
management.

Source: Authors Development from the Collected Detailed Reports.

Many are unprepared for
leadership roles, leading to strategic and
operational inefficiencies. Resistance to
leadership transition from older generations
delays innovation
transformation. Generational conflicts over
vision, strategy, and management style
create instability in the organization.
Unprepared  successors, resistance to
leadership transition, and generational
conflicts disrupt business continuity.

SUCCESSOrs

and business

The absence of professional
management  leads  to
inefficient business
operations and strategic
misalignment. Conflicts of
interest among  family
members create decision-
making bottlenecks and
internal disputes.

(®) Governance Rxsk%

Negative publicity due to
governance failures, legal
issues, or ethical concerns
damages brand trust. Lack of
transparency and poor crisis
management can escalate

reputation risks, affecting
customer loyalty.

Difficulty in retaining skilled employees
results in talent shortages, affecting business
efficiency. Limited investment in employee
training and development leads to a workforce
that struggles to adapt to new industry trends.
High employee turnover creates instability and
increases recruitment and ftraining costs.
Talent retention issues, skill gaps, and high
employee turnover impact productivity and
competitiveness. Lack of clear career
progression and  professional  growth
opportunities discourages top talent from
staying long-term.




Figure 4. 7.3 AtlisTi Results of the Content Results
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The NVivo and ATLAS.ti analyses of risks faced by family-owned businesses in India provide
deep insights into the complex challenges these enterprises encounter. Through thematic coding
and qualitative data analysis, ten major risk dimensions were identified: financial, governance,
market, succession, technology, economic, regulatory, human resource, innovation, and reputation
risks. Financial risk emerged as a significant theme, highlighting capital constraints, limited access
to external funding, and challenges in succession financing. Governance risk was another critical
factor, with qualitative patterns indicating ineffective decision-making, conflicts of interest, and
the absence of professional management as major threats to business sustainability. Market risk
was prominent in businesses struggling to adapt to competitive pressures, shifting consumer
preferences, and pricing fluctuations, leading to potential revenue losses. Succession risk, a

recurrent theme, was associated with unprepared successors, leadership transition resistance, and
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generational conflicts that disrupted operational continuity. Technology risk was heavily coded,
showing a digital divide, poor technological adaptation, and cybersecurity threats as barriers to
modernization. Economic risks were linked to external downturns, inflationary pressures, and
financial instability triggered by economic recessions. Regulatory risk surfaced due to frequent
policy changes, complex compliance requirements, and taxation burdens that disproportionately
affected family enterprises. Human resource risk was underscored by high employee turnover,
skill gaps, favoritism in hiring, and poor talent retention strategies, reducing workforce efficiency.
Innovation risk was another concern, with inadequate R&D investment, resistance to change, and
slow technology adoption hampering long-term growth. Reputation risk, identified across multiple
sources, emphasized vulnerabilities to negative publicity, brand trust issues, and ethical concerns
affecting business credibility. NVivo and ATLAS.ti cross-tabulations and frequency counts
reinforced that succession, financial, and governance risks were the most frequently occurring
themes. The findings highlight the need for structured risk management strategies to ensure the
long-term viability of family-owned businesses in India.

Figure 7.3 Individual Themes
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The objective of investigating the risks faced by family-owned businesses in India was
comprehensively achieved through a systematic literature review (SLR) and thematic analysis
using NVivo and ATLAS.ti. The SLR involved analyzing 40 peer-reviewed articles sourced from
Scopus, focusing on business, economics, and social sciences. This review identified ten key risks:
financial risk, governance risk, market risk, succession risk, technology risk, economic risk,
regulatory risk, human resource risk, innovation risk, and reputation risk (Sharma & Gupta, 2020;
lyer & Verma, 2021). The existing literature broadly categorized these risks based on theoretical
frameworks such as agency theory, stewardship theory, and resource-based view (RBV), which
provided a macro-level understanding of the threats (Chrisman et al., 2018; Le Breton-Miller &
Miller, 2019). However, the SLR highlighted gaps in empirical research specifically addressing
the Indian business environment, warranting further in-depth qualitative exploration (Das & Nair,
2022).
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To bridge this gap, a thematic analysis was conducted using NVivo and ATLAS.ti, allowing for
the extraction of recurring themes and interdependencies among risks. This analysis reinforced
many of the findings from the SLR but also uncovered deeper insights. For instance, succession
risk was closely intertwined with governance risk, as ineffective decision-making and lack of
professional management exacerbated leadership transitions (Mukherjee & Rao, 2023). Financial
risk, which was extensively discussed in the literature, was found to be more complex in the Indian
context due to constraints in external funding and limited access to structured capital markets
(Mehta & Agarwal, 2021). Additionally, thematic analysis revealed that economic risk and market
risk were more pronounced for smaller family businesses, which struggled with increased
competition and inflation-induced cost pressures (Kapoor & Ramesh, 2022). Regulatory risk,
while discussed in the literature, was found to be even more critical in India due to frequent policy
changes, taxation burdens, and compliance issues (Sinha & Patel, 2021). A comparative analysis
between existing literature and thematic findings revealed key similarities and divergences. The
literature emphasized broad, global challenges faced by family businesses, often framed within
Western-centric economic environments (Chrisman et al., 2018; Astrachan et al., 2020). However,
the thematic analysis provided a more contextualized understanding of how these risks manifest
uniquely in Indian family-owned enterprises. For example, governance and succession challenges
in India were more pronounced due to the strong presence of hierarchical family structures and
traditional leadership models, which are less common in Western economies (Malhotra &
Chatterjee, 2023). Similarly, the impact of digital transformation emerged as a significant risk in
the thematic analysis, reflecting the ongoing technological shift in Indian markets (Roy & Sharma,
2022). Innovation risk, often discussed in literature as a growth challenge, was identified in
thematic analysis as a survival challenge for Indian family firms, particularly those reluctant to
embrace modernization (Rao & Bose, 2023). Overall, the integration of SLR and thematic analysis
offered a comprehensive assessment of the risks, reinforcing existing theoretical frameworks while
also providing empirical insights unique to the Indian context. The findings highlight the need for
region-specific risk mitigation strategies, particularly in governance reform, financial
restructuring, and technological adaptation, to ensure the long-term sustainability of family-owned
businesses in India (Sharma & Gupta, 2020; Sinha & Patel, 2021).
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CHAPTER 5
FINDINGS IMPLICATIONS CONCLUSIONS LIMITATIONS & FUTURE SCOPE

This chapter provides a comprehensive discussion covering five critical aspects: the summary of key
findings, the implications of the study, its limitations, recommendations for future improvements, and
the final conclusion. The summary of key findings presents an in-depth analysis of the major insights
derived from the research, highlighting significant trends, patterns, and relationships observed in the
study. It systematically outlines how various governance elements function within family-owned
businesses and their broader impact on corporate decision-making and performance. The implications
of the study are explored by assessing the broader significance of the findings, particularly in the context
of governance reforms, regulatory adherence, and managerial effectiveness. This section also discusses
how the results contribute to the existing body of knowledge and their potential influence on
policymakers, business leaders, and researchers. Additionally, the study acknowledges certain
limitations that may have affected the research process, including methodological constraints, data
availability issues, and the challenges of generalizing findings across different family business models.
These limitations provide a realistic perspective on the study’s scope and indicate areas requiring further
exploration. The recommendations section offers practical suggestions for improving governance
practices in family-owned businesses, focusing on enhancing transparency, strengthening regulatory
compliance, and adopting modern risk management frameworks. These recommendations are
formulated based on empirical insights and best practices observed in well-governed enterprises.
Finally, the chapter concludes by summarizing the overall contributions of the research, reaffirming its
significance in understanding corporate governance in family businesses, and suggesting pathways for
future research. By addressing these five dimensions, this chapter provides a structured and holistic
assessment of the study’s findings and their broader relevance to corporate governance frameworks.

5.1 Summary of key findings

1) Ownership Structure and Control: Family-owned businesses exhibit a high
concentration of promoter holdings (47.89%), often reinforced by dual-class shares and
cross-holdings, which aligns with Anderson & Reeb (2003) and Villalonga & Amit
(2006). While this ensures long-term control, it sometimes compromises minority
shareholder rights. However, regulatory changes, such as SEBI’s enhanced disclosure
norms, are encouraging professional management and independent oversight.

2) Board Composition and Independence: Compliance with independent director
regulations is high (73.68%), leading to improved governance and financial
transparency, as suggested by Adams & Ferreira (2009). However, gender diversity

remains low, with only 28.79% female board representation despite SEBI mandates.

139



3)

4)

6)

7)

8)

The average board effectiveness rating (7.8/10) reflects progress, but firms with high
promoter control still struggle with limited external oversight.

Succession Planning and Leadership Transition: While succession planning is gaining
traction (56.79%), structured leadership grooming programs are implemented in only
41.37% of firms, reinforcing Miller et al. (2003) findings that many family firms lack
formal transition plans. A 66.34% success rate in next-generation leadership transitions
indicates moderate stability, but poorly managed transitions continue to pose risks to
investor confidence.

Transparency and ESG Adoption: Regulatory compliance with SEBI’s LODR norms
is strong (85.42%), but related-party transactions remain a concern in 29.87% of firms,
potentially leading to conflicts of interest (La Porta et al., 1999). ESG reporting
adoption is at 62.13%, though Indian family firms lag behind global peers in
sustainability integration (Eccles et al., 2019), necessitating greater emphasis on non-
financial disclosures.

Risk Management and Internal Controls: Compliance with SEBI and the Companies
Act is strong (85.29%), but cybersecurity and fraud prevention remain weak (53.92%),
consistent with Beasley et al. (2005), who noted underinvestment in internal controls
in family firms. While audit committee effectiveness is high (8.9/10) and regular audits
are conducted (4.6 per year), whistleblower policy effectiveness (61.98%) needs
improvement to enhance corporate transparency and employee protections.
Regulatory Compliance and Governance Policies: Family-owned businesses in India
exhibit varying degrees of adherence to governance regulations, with SEBI’s LODR
norms playing a crucial role in improving transparency. However, while large firms
demonstrate higher compliance, smaller firms often struggle with regulatory
complexities, necessitating targeted policy interventions to bridge this gap.

Ethical Business Practices and Accountability: Governance integrity is increasingly
emphasized, yet the study revealed disparities in ethical practices across family firms.
While many businesses have adopted formal ethical guidelines, enforcement remains
inconsistent, often influenced by familial control. Strengthening internal accountability
mechanisms can reinforce corporate ethics.

Conflict Resolution and Stakeholder Engagement: Dispute resolution strategies in
family businesses remain largely informal, relying on internal consensus rather than

structured mechanisms. Although some firms have adopted formal conflict resolution
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frameworks, the lack of independent mediation processes continues to pose governance
risks, particularly in succession planning and minority shareholder disputes.

9) Long-Term Sustainability and Corporate Responsibility: ESG (Environmental, Social,
and Governance) adoption is growing, yet Indian family businesses lag behind global
counterparts in sustainability integration. While 62.13% of firms report ESG metrics,
many remain reactive rather than proactive in addressing long-term environmental and
social responsibilities.

10) Digital Transformation and Governance Innovation: The integration of digital
governance tools, such as Al-driven compliance monitoring and blockchain-based
transparency mechanisms, is still in its nascent stage. While some leading family firms
have begun leveraging technology for governance efficiency, widespread adoption
remains limited, highlighting the need for greater investment in digital governance
innovations.

11) Non-Family Businesses Exhibit Higher Asset Efficiency — Non-family firms achieve a
Return on Assets (ROA) of 9.2%, compared to 8.5% for family-owned businesses,
indicating superior resource utilization and a more aggressive approach to revenue
generation.

12) Greater Shareholder Value in Non-Family Firms — Return on Equity (ROE) is higher
for non-family firms (16.8%) than for family-owned firms (15.2%), reflecting a
stronger ability to generate returns for investors, likely due to professionalized
management and strategic reinvestment.

13) Higher Earnings Per Share (EPS) in Non-Family Businesses — Non-family businesses
report an average EPS of 25.1, outperforming family firms (22.5), which highlights
their stronger capacity to generate earnings per share, benefiting investors with better
profitability.

14) Family-Owned Firms Maintain Stronger Liquidity Positions — The Current Ratio for
family businesses (2.7) is higher than that of non-family firms (2.3), indicating that
family-owned companies prioritize financial stability and have a more conservative
approach to liquidity management.

15) Family Firms Favor Lower Debt Levels — The Debt-to-Equity Ratio is lower for family
businesses (1.8) compared to non-family firms (2.0), showing that family firms avoid

excessive leverage to reduce financial risk and maintain long-term financial stability.
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16) Stronger Interest Coverage in Family-Owned Businesses — Family firms have a higher
Interest Coverage Ratio, suggesting they are more financially disciplined in managing
debt obligations and ensuring debt repayment capacity, reducing bankruptcy risks.

17) Higher Net Profit Margins in Non-Family Firms — Non-family businesses achieve a Net
Profit Margin of 13.5%, compared to 12.8% for family-owned firms, indicating that
non-family firms benefit from optimized cost structures and economies of scale to
maximize profitability.

18) Fundamental Contrast in Financial Strategy — The analysis reveals that family firms
prioritize liquidity, risk mitigation, and long-term sustainability, while non-family firms
adopt more aggressive financial strategies, focusing on growth, profitability
maximization, and market competitiveness.

19) Board Size Moderately Influences Firm Performance — A larger board size is associated
with better firm performance up to an optimal level (p = 0.022 to 0.028, p < 0.05),
supporting the resource dependency theory. However, excessively large boards may
lead to coordination challenges, reducing efficiency.

20) Gender Diversity on Boards Positively Affects Performance — The presence of female
directors is positively correlated with financial performance (B = 0.018 to 0.025, p <
0.05), reinforcing Adams and Ferreira (2009), who argued that gender diversity
enhances board effectiveness and decision-making quality.

21) Dividend Payouts Reflect Governance Strength — Firms with stronger governance
mechanisms tend to have higher dividend payouts (B = 0.026 to 0.034, p < 0.05),
indicating that well-governed family firms use dividends to signal financial stability
and reduce agency conflicts.

22) Executive Compensation Alignment Improves Performance — Companies where
executive compensation is closely linked to firm performance demonstrate better
financial outcomes (B = 0.031 to 0.038, p < 0.01), supporting Core et al. (1999) and
Murphy (2013), who found that incentive-based pay enhances managerial efficiency.

23) Ownership Concentration Can Lead to Minority Shareholder Risks — High ownership
concentration among family members negatively affects minority shareholder rights (B
= -0.015 to -0.021, p < 0.05), aligning with Morck et al. (1988), who warned that
concentrated ownership can lead to expropriation risks.

24) Internal Governance Mechanisms Strengthen Market Perceptions — Firms with robust

internal governance mechanisms, including strong whistleblower policies and

142



transparent disclosures, experience higher investor confidence, leading to better market
capitalization growth ( = 0.027 to 0.035, p <0.01).

25) Regulatory Non-Compliance Increases Financial Volatility — Companies that fail to
meet corporate governance regulatory requirements experience greater financial
instability and stock price fluctuations (f = -0.019 to -0.024, p < 0.05), indicating the
importance of strict compliance measures.

26) Corporate Social Responsibility (CSR) Engagement Enhances Reputation and
Performance — Family-owned firms that actively engage in CSR initiatives report
improved financial performance and brand value (B = 0.020 to 0.029, p < 0.05),
consistent with Khan et al. (2013), who found that CSR initiatives strengthen
stakeholder trust and long-term sustainability.

27) Family Dynamics and Emotional Ties Influence Decision-Making — Thematic analysis
revealed that emotional bonds and interpersonal relationships within family-owned
businesses significantly influence strategic decision-making. Unlike corporate entities
that rely on data-driven approaches, Indian family firms often make decisions based on
intuition, personal trust, and family harmony, which can sometimes lead to suboptimal
business choices (Malhotra & Chatterjee, 2023).

28) Limited Access to External Funding Restricts Growth Potential — While financial risk
is widely recognized in literature, thematic analysis highlighted that Indian family
businesses face unique challenges in securing external funding. Due to their preference
for self-financing and reluctance to dilute ownership, they often struggle with limited
working capital and investment constraints, affecting their ability to scale operations
(Mehta & Agarwal, 2021).

29) Hierarchical Leadership Models Create Resistance to Change — Governance risk in
Indian family businesses is heightened by deeply entrenched hierarchical leadership
structures. Thematic analysis showed that senior family members often resist adopting
modern management practices or delegating authority to external professionals, which
limits innovation and adaptability in a rapidly changing market (Mukherjee & Rao,
2023).

30) Regulatory Uncertainty Increases Compliance Burdens — Compared to Western
economies where policies are relatively stable, Indian family businesses face frequent
regulatory changes, including shifting taxation laws, compliance mandates, and sector-
specific policies. Thematic analysis found that these unpredictable regulatory shifts
increase administrative costs and create operational uncertainties (Sinha & Patel, 2021).
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31) Digital Transformation Gap Threatens Market Competitiveness — While digital
transformation is discussed broadly in literature, thematic analysis identified a specific
reluctance among Indian family businesses to embrace digital technologies. Many firms
struggle with technological adoption due to cost concerns, lack of digital expertise, and
resistance from older family members who prefer traditional operational methods (Roy
& Sharma, 2022).

32) Market Competition and Economic Volatility Disproportionately Affect Small Family
Firms — Thematic analysis highlighted that small and medium-sized family-owned
businesses in India are particularly vulnerable to market risks and economic downturns.
Unlike large corporations with diversified portfolios, these businesses often lack
financial buffers and face intense competition from multinational firms and new-age

startups, making survival more challenging (Kapoor & Ramesh, 2022).

5.2 Implications of the study
This study offers critical insights into the governance, financial performance, and strategic

management of Indian family-owned businesses, with important implications for
policymakers, investors, business leaders, and regulatory authorities. The key implications

derived from the findings are as follows:
1. Implications for Policymakers and Regulators

e Strengthening Minority Shareholder Protection: Given the high ownership
concentration in family firms (47.89%) and the risks of minority shareholder
expropriation, policymakers should further strengthen corporate governance
regulations, including stricter disclosure norms and enhanced voting rights for minority
stakeholders.

e Encouraging Gender Diversity: The low female board representation (28.79%)
despite SEBI mandates suggests the need for stronger regulatory enforcement and
incentive structures to promote gender diversity in leadership roles.

e Enhancing Compliance and Risk Management: With cybersecurity and fraud
prevention remaining weak (53.92%), regulatory bodies like SEBI should mandate
higher investments in internal controls, digital security frameworks, and whistleblower
protection mechanisms.

o ESG and Sustainability Integration: Although 62.13% of family firms report ESG

metrics, their sustainability initiatives lag behind global counterparts. Policymakers
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should introduce more stringent ESG disclosure norms and financial incentives to

encourage proactive adoption.

2. Implications for Family Business Owners and Managers

Professionalizing Board Structures: While compliance with independent director
regulations is high (73.68%), firms with strong promoter control still face oversight
challenges. Business owners should prioritize independent governance structures to

improve decision-making and reduce conflicts of interest.

Strategic Succession Planning: With only 41.37% of firms implementing structured
leadership grooming programs, family firms must institutionalize formal succession
planning to ensure leadership stability and long-term business continuity.

Balancing Liquidity and Growth: Family firms maintain a conservative financial
strategy with a higher current ratio (2.7) and lower debt levels (1.8 D/E ratio). While
this approach reduces financial risks, firms must also focus on revenue generation
strategies to enhance growth and market competitiveness.

Leveraging Digital Transformation for Governance: Digital governance tools like
Al-driven compliance monitoring and blockchain-based transparency mechanisms are
still underutilized. Greater investment in digital governance innovations can improve

efficiency, regulatory compliance, and investor confidence.

3. Implications for Investors and Financial Institutions

Investment Decision-Making Based on Governance Strength: Firms with robust
governance mechanisms, including strong whistleblower policies and transparent
disclosures, experience higher investor confidence and better market capitalization
growth (B = 0.027 to 0.035, p < 0.01). Investors should prioritize governance quality

when making investment decisions.

Assessing the Trade-off Between Stability and Growth: While family businesses
prioritize financial stability, non-family firms exhibit higher profitability metrics
(ROA: 9.2% vs. 8.5%; ROE: 16.8% vs. 15.2%). Investors should assess their risk
appetite when choosing between family and non-family firms.

Evaluating Dividend Policies as a Governance Signal: Firms with stronger

governance mechanisms tend to have higher dividend payouts (B = 0.026 to 0.034, p <
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0.05), signaling financial stability. Investors can use dividend policies as an indicator

of governance quality.

4. Implications for Corporate Governance Practitioners

Optimizing Board Size for Performance: The study finds a positive but optimal
threshold effect of board size on firm performance (f = 0.022 to 0.028, p <0.05). Firms
should ensure their boards are large enough to provide diverse expertise but not

excessively large to prevent coordination challenges.

Aligning Executive Compensation with Firm Performance: Companies where
executive compensation is closely tied to firm performance demonstrate better financial
outcomes (fp = 0.031 to 0.038, p < 0.01). Aligning managerial incentives with
shareholder interests can drive efficiency and profitability.

Formalizing Conflict Resolution Mechanisms: Many family firms rely on informal
dispute resolution, which can increase governance risks. Implementing structured
conflict resolution frameworks with independent mediation can enhance governance

effectiveness.

5. Implications for Small and Medium-Sized Family Businesses

Addressing Limited Access to External Funding: Family firms often rely on self-
financing, restricting their growth potential. Financial institutions should develop
customized funding solutions to support family businesses without requiring ownership
dilution.

Adapting to Market Changes and Digitalization: Resistance to change due to
hierarchical leadership structures limits innovation and adaptability. Small family firms
should embrace modern management practices and digital tools to remain competitive
in evolving markets.

Navigating Regulatory Uncertainty: Frequent regulatory changes in India increase
compliance burdens. Family businesses should develop proactive compliance strategies

and leverage legal expertise to navigate evolving policies efficiently.

6. Broader Economic and Social Implications

Enhancing Corporate Social Responsibility (CSR) Engagement: Family-owned

firms that actively engage in CSR initiatives report improved financial performance and
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brand reputation (B = 0.020 to 0.029, p < 0.05). Strengthening CSR efforts can improve

stakeholder trust and long-term sustainability.

Balancing Tradition with Innovation: The study highlights the influence of family
dynamics on decision-making, where emotional bonds and traditional values
sometimes overshadow data-driven strategies. Family firms should balance tradition
with innovation to ensure long-term business success.

Bridging the Digital Transformation Gap: The reluctance of family businesses to
adopt digital technologies threatens market competitiveness. Industry-wide initiatives,
digital training programs, and government-backed digital incentives can help bridge
this gap and drive modernization.

5.3 Limitations

Restricted Focus on Family-Owned Businesses: The study primarily focuses on
family-owned businesses in India, limiting its applicability to non-family firms or
multinational corporations operating in the country. The findings may not fully capture
the governance dynamics in professionally managed or state-owned enterprises.
Generalizability Constraints: While the study provides valuable insights into
corporate governance practices in Indian family businesses, the findings may not be
directly generalizable to businesses in other countries with different regulatory
frameworks, cultural influences, and economic conditions.

Reliance on Secondary Data: A significant portion of the study relies on publicly
available financial and governance data, which may not fully capture informal
governance mechanisms, internal decision-making processes, and unreported
governance challenges.

Limited Time Frame of Analysis: The study analyzes corporate governance trends
within a specific time frame, which may not fully account for long-term structural
changes, policy shifts, or evolving governance practices over time. Future studies could
adopt a longitudinal approach to examine governance dynamics over multiple decades.
Challenges in Measuring Subjective Variables: Variables such as ethical business
practices, board effectiveness, and family dynamics involve subjective assessments,
which can introduce biases in interpretation. While objective financial indicators
provide measurable insights, subjective governance factors remain challenging to

quantify accurately.

147



VI.

VII.

VIII.

Potential Reporting Bias: Since corporate governance disclosures depend on
company reports and regulatory filings, there is a risk of reporting bias. Some family-
owned firms may present an overly positive view of their governance practices while
underreporting challenges such as succession conflicts or related-party transactions.
Exclusion of Unlisted Family Businesses: The study predominantly examines
publicly listed family-owned firms, excluding unlisted and privately held family
businesses. Given that many Indian family firms operate as privately held entities, their
governance challenges and strategies might differ significantly from publicly traded
firms.

Lack of Direct Stakeholder Perspectives: The research primarily relies on financial
performance data and governance metrics, without extensive qualitative input from key
stakeholders such as minority shareholders, board members, or regulators.
Incorporating primary data through interviews or surveys could provide richer insights.
Dynamic Regulatory Environment: India's corporate governance landscape is
constantly evolving due to frequent regulatory changes by SEBI, the Ministry of
Corporate Affairs, and other bodies. The study's findings may become outdated as new
governance norms are introduced, requiring continuous updates and further research.
Technology and Digital Governance Not Fully Explored: While the study touches
on digital transformation and governance innovation, it does not comprehensively
analyze the role of emerging technologies such as Al-driven compliance systems,
blockchain for transparency, or cybersecurity frameworks in enhancing governance

practices.

5.4 Recommendations

1. Strengthen Board Independence: Family-owned firms should increase the

representation of independent directors to ensure objective decision-making and reduce
the dominance of family members. Independent directors bring diverse perspectives,
help mitigate conflicts of interest, and enhance transparency in governance.
Implementing a clear framework for director selection, tenure, and responsibilities will
improve corporate accountability and investor confidence.

Implement Robust Succession Planning: A structured succession plan should be
developed to ensure smooth leadership transitions and long-term business
sustainability. The process should include identifying and mentoring potential
successors, providing leadership training, and establishing clear criteria for selection.
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Lack of proper succession planning often leads to leadership crises, internal conflicts,
and business instability in family-owned firms.

Enhance Regulatory Compliance: Regulatory bodies such as SEBI should strengthen
corporate governance norms for family-controlled businesses, ensuring adherence to
ethical and financial guidelines. Companies should actively monitor changes in
corporate governance laws and ensure compliance to avoid legal penalties and
reputational risks. Establishing an internal compliance team can help track regulatory
updates, conduct audits, and foster a culture of ethical business practices.

Increase Transparency and Disclosure Practices: Family businesses should adopt best
practices in financial and operational disclosure to build investor trust and corporate
credibility. Companies should provide detailed insights into board composition,
related-party transactions, risk management policies, and corporate decision-making
processes. Adopting international reporting standards such as IFRS and ESG
(Environmental, Social, and Governance) disclosures can enhance transparency and
attract global investments.

Encourage Family Governance Structures: Establishing a formalized family council or
constitution can help in managing intergenerational transitions, conflicts, and strategic
decision-making. A  well-defined governance framework clarifies roles,
responsibilities, and expectations of family members involved in the business. Regular
family meetings and mediation mechanisms should be introduced to resolve disputes
and ensure alignment with business objectives.

Develop Leadership Training Programs: Family-owned businesses should invest in
leadership development programs to equip the next generation with modern corporate
governance and management skills. Training programs should include mentorship from
industry leaders, exposure to global business practices, and professional management
education. Leadership development ensures that successors are competent, innovative,
and capable of navigating evolving market challenges.

Adopt Technology-Driven Governance Practices: Implementing Al-driven compliance
monitoring and blockchain-based financial tracking can enhance governance
effectiveness and reduce fraudulent practices. Digital governance tools can streamline
board meetings, track performance metrics, and improve decision-making efficiency.
Technology integration also enhances data security, ensuring confidential business

information is protected from cyber threats and fraud.
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8.

10.

11.

12.

13.

Improve Internal Audit Mechanisms: Strengthening independent internal audit
committees can help ensure financial integrity and prevent governance failures. Regular
internal audits should be conducted to assess risks, detect fraud, and improve corporate
compliance. Implementing automated financial monitoring systems can enhance
accuracy, transparency, and timely reporting of financial data.

Encourage Stakeholder Engagement: Family businesses should actively involve
stakeholders (employees, customers, investors) in governance discussions to enhance
accountability. Mechanisms such as stakeholder advisory boards, feedback surveys,
and public disclosures can help build trust and inclusivity. Transparent communication
with stakeholders fosters a strong corporate reputation and aligns business strategies
with public expectations.

Expand Research on Unlisted Family Businesses: Further studies should explore
corporate governance practices in unlisted family businesses, which often face unique
challenges compared to publicly traded firms. Research can help policymakers and
business leaders understand governance gaps, succession issues, and financial decision-
making in unlisted family firms. Expanding research in this area can also provide
insights into improving governance structures across different types of family
enterprises.

Promote Ethical Business Practices: Family firms should implement strict ethical
guidelines, including anti-corruption policies, conflict-of-interest rules, and
whistleblower protection mechanisms. Ethical business conduct enhances corporate
reputation, attracts responsible investors, and ensures long-term sustainability. Regular
ethics training for employees and executives can reinforce corporate values and ensure
adherence to integrity-driven business practices.

Enhance Corporate Social Responsibility (CSR) Initiatives: Family businesses should
integrate CSR as a core part of their governance framework, ensuring social and
environmental responsibility. Investing in community development, employee welfare,
and environmental sustainability can enhance corporate goodwill and brand reputation.
Government incentives for CSR activities should be leveraged to maximize social
impact while ensuring compliance with regulatory obligations.

Develop Government Support Programs: The government should introduce special
incentives for family-owned businesses that implement strong governance frameworks.
Programs such as tax benefits, financial assistance, and capacity-building initiatives can
encourage ethical governance adoption. Public-private partnerships can also support
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governance improvements in family enterprises through training, mentorship, and
policy guidance.

14. Encourage Gender Diversity in Leadership: Family businesses should actively promote
gender diversity in leadership and governance roles to foster inclusive decision-making.
Appointing more women in board positions can lead to diverse perspectives, better risk
management, and improved corporate governance outcomes. Implementing gender-
neutral hiring and promotion policies can ensure equal opportunities and enhance
organizational performance.

15. Monitor and Review Governance Policies Regularly: Family businesses should
establish mechanisms for periodic reviews of corporate governance policies to align
with evolving best practices and regulatory changes. Governance audits, external
evaluations, and feedback from stakeholders can help identify areas for improvement
and drive continuous progress. A dynamic governance framework ensures adaptability,
risk mitigation, and long-term business success in an evolving economic landscape.

5.5 Final conclusion

The present study titled "Company Performance and Corporate Governance: Study of Family-
Owned Listed Companies in India" has explored various fundamental aspects of corporate
governance in family-owned businesses and analyzed their financial performance in
comparison to non-family-governed companies listed on the NSE. The research has also
investigated the relationship between corporate governance and corporate performance while
identifying the risks faced by family-owned businesses in India. The findings of this study
highlight the unique governance structures in family-owned businesses, where ownership
concentration, succession planning, board composition, and transparency play a crucial role in
influencing corporate performance. A significant observation is that family-owned companies
exhibit stronger long-term stability and resilience in adverse economic conditions, attributed
to their commitment to legacy and long-term value creation. However, they also face
governance challenges, such as nepotism, conflicts of interest, and limited independence of
board members, which can impede their financial performance and decision-making efficacy.
When comparing the financial performance of family-owned companies with non-family-
governed companies listed on the NSE, it was found that family-owned businesses tend to
prioritize stability over aggressive expansion, leading to consistent but sometimes slower
financial growth. Non-family firms, in contrast, often demonstrate higher levels of risk-taking
and innovation due to more diversified ownership and professional management, resulting in

varying financial outcomes. The study also establishes a direct correlation between corporate
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governance practices and corporate performance in family-owned businesses, reinforcing the
importance of board independence, transparency, and regulatory compliance in ensuring
business success. Companies that actively implement robust governance mechanisms, such as
clear succession planning, independent audits, and risk management frameworks, tend to
outperform their counterparts that do not prioritize these aspects. Furthermore, corporate
governance in family businesses is intricately linked to their ability to mitigate risks, including
leadership succession risks, financial mismanagement, regulatory non-compliance, and market
volatility. Poor governance practices in these businesses can lead to internal conflicts, reduced
investor confidence, and diminished stakeholder trust, ultimately impacting overall corporate
performance. Given these findings, the study presents several key recommendations to improve
corporate governance and enhance financial performance in family-owned businesses.
Strengthening board independence by increasing the representation of independent directors
can help balance family influence and introduce objective decision-making. Implementing
structured succession planning is crucial for ensuring seamless leadership transitions,
minimizing disruptions, and preserving business continuity. Adopting enhanced transparency
and disclosure practices will improve investor confidence and corporate accountability, while
integrating technology-driven governance mechanisms such as Al-based compliance
monitoring and financial tracking can reduce fraud and enhance efficiency. Additionally,
stakeholder engagement must be prioritized to align business strategies with market
expectations, fostering a more inclusive and sustainable corporate environment. Encouraging
gender diversity in leadership positions can also contribute to a more balanced decision-making
process, driving innovation and performance. However, despite the significance of these
recommendations, certain limitations must be acknowledged. The study primarily focuses on
listed family-owned businesses in India, limiting its generalizability to unlisted firms and
privately held enterprises that may exhibit different governance dynamics. The study also relies
on secondary financial data and regulatory filings, which may not fully capture internal
governance complexities and decision-making processes. Furthermore, variations in
governance effectiveness across different industries and business sizes may impact the
consistency of findings, necessitating further industry-specific analyses. Despite these
limitations, the study provides valuable insights into the governance-performance nexus in
family-owned businesses and lays the foundation for future research on unlisted family
enterprises, sector-specific governance trends, and evolving regulatory frameworks.
Policymakers and corporate leaders can leverage the study’s insights to design governance

frameworks that balance the interests of family stakeholders with broader corporate objectives,
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ensuring sustainable business growth and economic development. The research underscores
the imperative for family businesses to embrace modern governance practices, professionalize
management structures, and adapt to evolving market demands to maintain competitiveness in
an increasingly dynamic business landscape. By integrating ethical business practices,
strengthening internal audit mechanisms, and fostering corporate social responsibility
initiatives, family-owned businesses can not only enhance their financial performance but also
contribute positively to the broader socio-economic fabric of India. In conclusion, the study
affirms that effective corporate governance is a critical determinant of corporate performance
in family-owned businesses, and the adoption of well-structured governance policies can
enable these firms to achieve sustained financial success, mitigate risks, and foster long-term

value creation in the competitive Indian business environment.
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