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Abstract - Family-owned business is the oldest and most common model of economic organizations. It is known that the 
number of them is increasing and in current economic conditions family-owned companies still play a critical role, 
especially in the construction sector.  Construction sector in Turkey mostly consists of family firms which is highly 
important for the country considering the sector’s major share in the economy. Most of the family-owned businesses have a 
short lifetime and bankrupt in its first generation. The researches show that the survivability of the family-owned enterprises 
to the third generation is below 10 %.  In order to ensure a sustainable economy, family firms in the construction sector 
should complete the institutionalization process for gaining a corporate identity and increasing their stability. However, one 
of the main obstacles in the institutionalization process of the construction companies is the perception differentiations of 
organization members on the “institutionalization” concept. The perception differentiation cause in most cases ultimate 
disputes in organizational structure. At this point, identification of the factors which cause different understandings will 
increase the efficiency of institutionalization activities and have an overall positive impact on family firms’ shares in the 
economy. Due to this reason, the main aim of this paper is to determine conflicting factors in institutionalization process of 
family firms. In this study the concept of institutionalization has been undertaken by its three dimensions: 
objectivity/fairness, transparency and formalization/professionalism. A survey was conducted among this three dimensions 
to collect data from family-owned construction companies and it was asked the importance level of predicted 
institutionalization factors. The survey was conducted with participants both with family and nonfamily firm member 
employees to gain a larger perspective. Independent sample t-test was employed to see the main institutionalization 
perception differentiation areas between the two groups of organization members (family and non-family). As a result, 
different perceptions on institutionalization concept from both family and non-family firm member employees’ were 
predicted and conflicting factors were interpreted for future-design of the institutionalization process for construction small 
or medium enterprises (SMEs). 
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I. INTRODUCTION 
 
Globalization process and increased demand diversity 
of customers cause beingconstruction sector more 
professional in management activities. Consequential 
impactsof this alterationwere the raising number of 
companies and a highly competitive work 
environment. In such conditions, companies want to 
reduce their risk exposure and do business with the 
people they trust and share similar perspectives. 
Therefore, family-owned firms constitute the majority 
of many sectors. Although family firms are high in 
number, they are not successful in terms of 
maintaining their long-term presence. Kets de Vries 
(1993) stated that durability of family firms are only 
30% when the 2nd generation takes over whereas for 
3rd generation this rate reduces to 10%. One of the 
main reasons of this situation is considered as the 
different perceptions on institutionalization factors 
such as corporate mission, vision, work ethic and etc. 
between generations. Financial risks caused by the 
durability problem becomes even more important 
when the role of family firms in the economy is 
considered. Especially construction sector which 
constitutes a big portion of the economy in Turkey as 
well as the other countries carries major risk from this 
point of view. Hence, durability of family-
ownedcompanies in Turkish construction sector 

should be increased by the optimization of 
institutionalization process. The main purpose of this 
study is to determine the perception differentiations 
on institutionalization concept by comparing various 
factors obtained from family and non-family member 
employees in family-owned constructioncompanies. 
In order to identify differentiate institutionalization 
factors, a systematic literature review and a field 
survey study were conducted. Survey results are 
assessed with cross tab analysis and importance of 
each factor is determined. It is expected that, findings 
of this study will guide family firms throughout their 
institutionalization process and will provide a basis 
for future academic studies in this field. 
 
II. FAMILY-OWNEDCOMPANIES IN 
CONSTRUCTION SECTOR 
 
Family firms are organizations which are mostly 
owned and managed by family members (Bowman, 
1991, s.4). Therefore it can be said that family firms 
reflect the values of the family members and mostly 
the managerial functions depend on the family 
members’ decisions. It is seen that the number of 
family firms in comparison to firms with different 
structures are visibly high in terms of percentage. 
Highest percentage is seen in Italy as 99% which is 
followed by USA and Turkey with 90%, continues 
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with Germany and Australia with percentages 80% 
and 75% respectively (Dündar, 2014). These 
percentages show that family firms play an important 
role in many countries’ economies. Although the role 
of family firms are indisputable, researchers took 
different aspects during defining the concept. 
According to Kırım (2001), family firms are defined 
as corporate bodies or partnerships which a family 
owns the majority vote or organizations which family 
members effect strategic decisions and have an 
impact on general managers’ decisions. On the other 
hand, Öz-Alp (1971) stated that in order to be 
considered as a family firm, a family leader or a 
person obliged to look after the family should take a 
managerial role in the firm and at least next 2 family 
generations should continue to take part in firm’s 
management.  
 
III. INSTITUTIONALIZATION PROCESS BY 
FAMILY-OWNED FIRMS 
 
In family-owned companies decision-making process 
is conducted mainly by prioritizing family members’ 
interests instead of modern business manners. In 
addition, absence of a formal organizational structure 
makes the institutionalization process challenging for 
family firms. Need for institutionalization emerges 
when family firms achieve a certain growth point. In 
this situation, existing manager or director becomes 
insufficient and recruitment of a professional high-
level manager is considered as a requirement. 
Adaptation to professional management replaces 
personal relations with organizational manners and 
firms begin to gain corporate-like values. 
 
In addition to professional managers and employees, 
family members should also adapt to 
institutionalization standards. In order to be 
successfully institutionalized in family-owned 
businesses, first of all tasks and responsibilities 
should be determined in a timely and efficient manner 
(Ak, 2010). Institutionalization is highly important in 
terms of family firms’ survival. Handovers and 
eliminations are considered to be two of the most 
unwanted issues during family firm generation 
changes. Institutionalization is accepted as a prior 
solution which can help to avoid these unwanted 
situations.  
 
IV. RESEARCH METHOD 
 
Purpose of this study is to determine different 
perceptions of family and non-family members 
working in family firms on institutionalization. After 
an extensive literature review a field survey study is 
conducted and the findings are assessed. Hereby, 
potential problems which may be encountered are 
determined for the process of institutionalization in 
family owned companies in construction sector. 
 

V. THEORETICAL FOUNDATION OF THE 
STUDY 
 
Most important factors of institutionalization are 
determined as impartiality, fairness, transparency, 
professionalism and formality based on the findings 
of systematic literature review. In this study the 
conceptual construct of institutionalization is 
designed and embraced with this three basic factors. 
 
Impartiality and Fairness 
Impartiality and fairness are two of the factors which 
affect the employee performance and motivation the 
most. In addition to their impact on employee 
performance and motivation, these factors affect the 
employees on a higher personal level by reaching 
their thoughts and emotions. 
Impartiality and fairness can be defined as firms 
taking actions in line with their commitments and 
have a harmony between their actions, mission, 
vision and firm strategy. Such firms are expected to 
respond with similar manners when they encounter 
with similar situations and make impartial and fair 
decisions. Jarowski and Merchant (1988) define 
impartiality and fairness as the completeness and 
harmony of each and every element in an 
organization. 
Employees tend to compare themselves with other 
employees and they expect each rule and 
implementation to be applied equally to everyone. 
This includes fair payment policy, even annual leave 
opportunities and equal social rights. However, focus 
point of impartiality and fairness does not solely 
depend on outcomes and comparison of the 
outcomes. The way of implementation is equally 
important in terms of creating an image on firms’ 
impartiality and fairness (Barling and Michelle, 1993, 
adapted. Özdevecioğlu, 2003). 
 
Transparency 
Following the economical crisis in Asia, transparency 
is defined in a financial improvement report as the 
accessibility, understandability and relevancy of 
information related with existing situations and 
events (Working Group, 1998). This definition brings 
three important concepts to attention. Accessibility 
which means related people can achieve the 
necessary information; relevancy which means that 
information covers sufficient and accurate data on 
organization structure, performance and management; 
understandability which means that a related person 
with average knowledge is being capable of 
understanding and analyzing the subject’s importance 
(Poray, 2008).  
 
Transparency principle is highly important for a 
situation to be rightfully understood. However firms 
implementing this principle should be willing to share 
the information and people receiving the information 
should also adopt transparency, be capable of 
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understanding the information accurately and have 
the ability to benefit from the information in a right 
manner (Florini, 1999). Required information is 
generally disclosed with others in the form of a report 
by the involvement of third parties. Universally 
accepted audit standards (trusted information is 
provided, mistakes or frauds are determined and 
prevented, suggestions are shared with management) 
are followed and required information is disclosed to 
related entities (Çetin, 2011). 
 
Professionalism and Formality 
Professionalism is highly important in order to ensure 
success during generation change and increase firms’ 
durability. Financial development, modernization and 
changing external conditions resulted with firms 
developing faster and having more complex 
operations which cause the family members 
becoming unable to fulfill management duties and 
have a bad impact on the economy (Koçel, 2003). 
Professionalization can be described as recruiting 
professionals for management positions, adopting 
management practices such as continuous employee 
training which support professionals and being in 
contact with other professional organizations (Hall, 
1968, Kostova, 1999, Shrivastava and Grant, 1985). 
Formality is coordination of firm’s bodies in order to 
ensure that employees can be in a working 
environment where implementations and practices are 
determined according to certain standards, rules and 
systematic procedures. Another definition for 
formality is given as determination and 
documentation of firm’s structure, activities, 
employees’ roles and responsibilities, management 
functions, whom will be in charge of management 
and how these functions will be implemented 
(Wallace, 1995, Walker, 1997, Gatignon and Xuereb, 
1977, Hardline et al, 2000). 
 
Field Survey Study 

This survey’s target participants are family and non-
family members of family firms located in Istanbul 
which operate in construction sector. Survey forms 
are distributed in-person or via internet. 2 conditions 
are regarded during identifying potential participants. 
First, the organization should be a family firm, 
secondly the firm should be actively involved in the 
business. Survey was conducted to 46 participant. 
Survey form consists of three sections including both 
open-ended and close-ended questions and a six point 
Likert scale questionnaire.First section includes 
demographic questions, second section includes 
questions such as ownership of the firm and third 
section includes a six point Likert scale consisting of 
institutionalization indicators. 
 
VI. DATA ANALYSIS 
 
Obtained data is analyzed by using SPSS software 
programme. Data is prepared by coding each question 
and answers are entered to the simulation to perform 
analysis. Descriptive statistics and cross-tab analysis 
are used for analysing the data.In research studies, 
data generally is obtained in an informal phase. In 
order to better assess the qualifications of intended 
population, raw data should be processed. During this 
task, techniques such as classification, grouping and 
qualification combination are used. In addition, 
criteria such as sum (value or frequency), rate 
(percentage), average (mean, median, mode) and 
standard deviation are also used. In this study, 
arithmetic mean and standard deviation criteria are 
used.Crosstab analysis is used when the amount of 
samples are limited and non-normally distributed 
(Uçar, 2006). Institutionalization factors are assessed 
with respect to analysis result provided in the tables 
below. Perceptions of 22 family and 24 non-family 
members are examined bycomparison of 
results’arithmetic means obtained from six point 
Likert scale.

 
Institutionalization 

Indicators Position Within the Firm 
Arithmetic 

Mean 
() 

Standard 
Deviation 

(S) 

Standard Error 
of the 

Arithmetic 
Mean 

T1 Equal evaluation of each 
employee 

Family member 4,77 1,51 0,32 
Non-family member 4,42 1,47 0,30 

T2 Impartiality during 
recruitment 

Family member 4,55 1,77 0,38 
Non-family member 4,50 1,18 0,24 

T3 Equal treatment during 
performance evaluations 

Family member 4,91 1,54 0,33 
Non-family member 4,71 1,33 0,27 

T4 Procurement regarding 
position requirements 

Family member 5,18 0,85 0,18 
Non-family member 4,63 1,50 0,31 

T5 Equal treatment during 
incentive payment process 

Family member 4,32 1,36 0,29 
Non-family member 4,29 1,33 0,27 
Table 1. Impartiality and fairness factor 

 
Impartiality and fairness factor’s table shows that 
(Table 1), family and non-family members rated the 

T5 “Equal treatment during incentive payment 
process” parameter similarly with arithmetic means 
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of =4,32 and =4,29. Therefore no significant 
difference is observed for T5 parameter. Whereas for 
T4 “Procurement regarding position requirements”, 
family and non-family members rated the parameter 
with arithmetic means of =5,18 and =4,63. 
Compared to others, this indicator shows the most 
significant difference. T2 “Impartiality during 
recruitment“parameter is rated by the family and non-
family members with arithmetic means of =4,55 and 
=4,50. Finally for the parameters T1 “Equal 
evaluation of each employee” and T3 “Equal 
treatment during performance evaluations”, it is 
observed that the rates of family members are 
significantly higher compared to non-family 

members’ rates. Among the other indicators, T4 
“Procurement regarding position 
requirements”,causes the largest perception 
difference in impartiality and fairness factor. From 
family members’ perspective, recruiting with respect 
to positions’ requirements is important in terms of 
firms’ success and durability which is why this 
parameter is rated relatively higher by family 
members whereas by non-family member employees 
the parameter T3 “Equal treatment during 
performance evaluations “ is much more forceful for 
institutionalization process in construction 
companies. 

 Institutionalization Indicators Position Within the 
Firm 

Arithmetic 
Mean 

() 

Standard 
Deviation 

(S) 

Standard Error 
of the 

Arithmetic Mean 
S1 Informing whole firm about long-

term and mid-term future plans 
Family member 3,9091 1,9001 0,4051 

 Non-family member 3,625 1,37722 0,28112 
S2 Employees understanding of 

firm’s mission and vision 
Family member 4,2727 1,42032 0,30281 

 Non-family member 4,5 1,50362 0,30692 
S3 Conducting productive meetings 

where everyone has the same 
saying 

Family member 3,9545 1,32655 0,28282 

 Non-family member 4,5417 1,21509 0,24803 

S4 Companion by professionals to 
family-members during internal 
audits 

Family member 4,0909 1,68775 0,35983 

 Non-family member 4,625 1,37722 0,28112 

S5 Clear definition of roles, 
responsibilities and rights of each 
position 

Family member 4,9545 1,17422 0,25034 

 Non-family member 4,5833 1,50121 0,30643 

S6 Thinking long-term impacts during 
future planning 

Family member 4,8182 1,29601 0,27631 

 Non-family member 4,1667 1,43456 0,29283 
Table 2. Transparency factor 

Transparency factor’s table shows that, family and 
non-family members rated the S3 “Conducting 
productive meetings where everyone has the same 
saying “parameter with arithmetic means of =3,95 
and =4,54. Reason of this difference is interpreted 
as the role of such meetings in creating opportunity 
for non-family members to involve more and ask for 
better positions within the firm. As for S6 “Thinking 
long-term impacts during future planning”, the 
parameter is rated by the family and non-family 
members with arithmetic means of =4,81 and 
=4,17. Reason of this significant difference is that 
family members is concerned with the survivality of 
the company and firms’ future financial and 
organizational position according to their 
competitors. Arithmetic means of S1 “Informing 
whole firm about long-term and mid-term future 

plans“ and S5 “Clear definition of roles, 
responsibilities and rights of each position” show that 
both parameters are more important for family 
members compared to non-family members which 
may be a result of family members having more say 
in institutionalization process rather than having 
equal voice. Finally for the parameters under 
transparency factorS2 “Employees understanding of 
firm’s mission and vision” and S4 “Companion by 
professionals to family-members during internal 
audits”, it is observed that the rates of family 
members are significantly lower compared to non-
family members’ rates which shows that impacts of 
these two indicators are considered to be more 
important according to non-family members on the 
contrary of other 4 indicators in this category. 

 Institutionalization Indicators Position Within the 
Firm 

Arithmetic 
Mean 

() 

Standard 
Deviation 

(S) 

Standard 
Error of the 
Arithmetic 

Mean 

P1 Having displacement plans for each 
senior-management positions 

Family member 4,2273 1,68839 0,35997 
Non-family member 4,125 1,454 0,2968 

P2 Indicating arranged meetings in the Family member 4,0909 1,34196 0,28611 
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agenda Non-family member 4,0833 1,21285 0,24757 

P3 
Presence of documentation 
indicating each organizational 
behaviour 

Family member 3,5455 1,62502 0,34646 

Non-family member 3,9167 1,31601 0,26863 

P4 Presence of a systematic decision 
making mechanism 

Family member 4,5909 1,22121 0,26036 
Non-family member 4,375 1,49819 0,30582 

P5 
Having a succession plan for 
potential generation changes within 
the firm 

Family member 4,5455 1,59545 0,34015 

Non-family member 4,3333 1,711 0,34926 

P6 Having definitions for each position 
within the firm 

Family member 4,4091 1,43623 0,30621 
Non-family member 4,4167 1,63964 0,33469 

P7 Regarding firm’s interests ahead of 
family’s interests 

Family member 3,9545 1,78558 0,38069 
Non-family member 4,3333 1,63299 0,33333 

P8 Targeting only main objectives 
during planning 

Family member 4,7273 1,12045 0,23888 
Non-family member 4 1,28537 0,26237 

P9 
Having healthy communication and 
successful cooperation between 
firm’s departments 

Family member 4 1,48003 0,31554 

Non-family member 4,5833 1,41165 0,28815 

P10 
Having experts in senior 
management, marketing, finance 
and manufacturing positions 

Family member 4,6364 1,39882 0,29823 

Non-family member 4,625 1,55515 0,31744 

P11 Having a documented organization 
chart 

Family member 3,7727 1,57153 0,33505 
Non-family member 4,4167 1,63964 0,33469 

P12 
Having an efficient reporting 
system and documentation of 
reporting activities undertaken 

Family member 3,8182 1,53177 0,32657 

Non-family member 4,5417 1,31807 0,26905 
Table 3. Professionalism and formality factor 

 
Professionalism and formality factor table show that, 
family and non-family members rated the P8 
“Targeting only main objectives during 
planning”parameter with arithmetic means of =4,73 
and =4,00. Reason of this significant difference is 
interpreted as family members being more concerned 
than non-family members in terms of identifying 
main targets which determines firms’ future. 
Arithmetic means of P9 “Having healthy 
communication and successful cooperation between 
firm’s departments”, P11 “Having a documented 
organization chart“and P12 “Having an efficient 
reporting system and documentation of reporting 
activities undertaken”parameters show that all three 
parameters are more important for non-family 
members compared to family members which may be 
a result of these indicators being more employee-
related such as their future and position within the 
firm. Finally for the indicators P1, P2, P6 and P10, it 
is observed that rates of family members and non-
family members show similarities and no significant 
difference is observed. Due to this reason, no 
perception difference is determined for these four 
indicators. 
 
CONCLUSION 
 
In this study, perception differentiations between of 
family and non-family members working in 

construction family-owned firms on 
institutionalization process are determined. Following 
the systematic literature review, institutionalization 
factors and parameters are identified and a field 
survey was conducted. Results of the survey show 
that some parameters have of minor importance 
whereas a number of indicators create serious 
perception difference amongst family and non-family 
members. It is observed that issues which are related 
with firm’s future, management and ownership are 
seen more important by the family members resulting 
with higher impact on institutionalization from the 
family member aspect. On the other hand, non-family 
members are more concerned about having equal 
rights as family members with similar positions and 
having a clearer picture on their future or positions 
within the firm. Therefore non-family members rate 
employee related indicators higher compared to firm 
related ones which again created a perception 
difference.  
In conclusion, parameter T4 “Procurement regarding 
position requirements” is determined as the most 
significant parameter for impartiality and fairness 
factor; parameterS6 “Thinking long-term impacts 
during future planning” is determined as the main 
parameter in transparency factor and finally 
parameterP8 “Targeting only main objectives during 
planning” is determined as the most effective 
institutionalization parameter in professionalism and 
formality factor which are three of the most important 
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parameters creating the perception difference in 
construction companies. Construction family-owned 
firms which are aiming for increased durability 
should complete the institutionalization process 
successfully which will provide a fair advantage 
during generation changes. Therefore, determined 
parameters which create the perception differences on 
institutionalization should be well managed by 
implementing best practices, adopting universally 
accepted standards and minimizing disagreements 
amongst family and non-family members working in 
family firms.  
 
The current mechanisms of institutionalization in 
family-owned construction company need to be 
addressed in further research and also the 
characteristics of the process of institutionalization 
need to be understand for better management 
strategies. This study would be a basic research for 
developing the management strategies for better 
institutionalization in family-owned construction 
companies.  
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