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Abstract

One of the most prominent problems faced by family businesses is
the presence of nepotism. This study was conducted to find out if
nepotism is present in local family businesses operating in Kosovo.
It also aims to identify the negative reflections of nepotism on
employees and the effects of nepotism on obstructing
the institutionalization of family businesses. In this study,
direct interviews were conducted with the managers of 10 family
businesses who have no family ties with the founders of
the business. The study was conducted with qualitative methods
with the model of the case study, where the program MAXQDA 2020
was used for data analysis, which created codes and categories
from the results of interviews. From the results of this study, it is
understood that nepotism as a phenomenon is widespread in these
enterprises. On the other hand, some of the negative reflections of
nepotism on the managers and other employees of these family
businesses have been identified as a result of the existence of
nepotism. It is also understood that the existence of nepotism is
an obstacle to the institutionalization of family businesses.
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1. INTRODUCTION

scholars (Vinton, 1998) who are focused on
understanding the advantages as well as

A large part of the studies related to family disadvantages for family business owners or

involvement in business aimed

to understand founders (Firfiray, Cruz, Neacsu, & Gomez-Mejia,

the problems that arise within organizations and 2017). Nepotism as a phenomenon is very

their relationship to business

performance  widespread in family businesses and as a result,

(Jaskiewicz, Uhlenbruck, Balkin, & Reay, 2013). there is always the risk of not establishing
One of the problems of family businesses is a management style based on objective criteria.
the phenomenon of nepotism. Nepotism as In family businesses, the transfer of management to
a phenomenon has been deeply addressed by many future generations can be difficult because priority
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is given to people with blood ties, respectively due
to the existence of the phenomenon of nepotism
(Miller & Le Breton-Miller, 2006). Some studies present
the phenomenon of nepotism as an advantage for
business profit (Jaskiewicz et al., 2013), there
are even those who consider the phenomenon of
nepotism to be beneficial to the business if
the employee who has a family connection is
suitable and with his performance displays elements
of efficiency for the business (Safina, 2015).
On the other hand, some researchers claim that
there are economic and social benefits when
acompany chooses a family member to fill
a position in a family business (Vveinhardt & Sroka,
2020). While some other studies consider this
phenomenon as harmful to the enterprise, because
according to them, nepotism is considered as
an approach that is contrary to professional
management, even the disappearance of nepotism as
a phenomenon depends on the intellectual approach
and management which has an analytical point
of view (Arasli, Bavik, & Ekiz, 2006). In family
businesses, people who have no family ties to
business owners are treated as second-class people
(Dyer, 2006). This means that when compared to
family members, outside candidates who have no
familial ties to family business executives are more
likely to be underestimated (Liu, Eubanks, & Chater,
2015). It is thought that the high level of nepotism
in an enterprise exists because owners pay more
attention to employee loyalty than to employees who
are capable and competent to perform work
efficiently (Kamaci, 2019). One of the most important
problems encountered in family businesses, perhaps
even the most important one, is the level of
institutionalization. Meanwhile, nepotism can be
the most important problem and one of the main
obstacles in the institutionalization process (Yiicel &
Ozkalan, 2012). Nepotism causes victims and
frequently harms the organization as well as
the institutionalization of family companies.
It is also common in family businesses for crucial
positions to be filled by people who lack experience
and abilities, which is deemed unsuitable for
management in the context of institutionalization
(Isci, Tastan, & Kozal, 2013). This position presents
significant, unique challenges, as family members
and relatives lack the necessary qualifications.
Separating ownership and management of
the business is one approach to improve this
situation. Meanwhile, institutionalization appears
to be a viable option for achieving this goal (Bolat
et al.,, 2016). These issues caused by the phenomenon
of nepotism are also obstacles to the
institutionalization of family companies. Even this
phenomenon prevents the company from developing
a unified identity and might lead to mistrust among
stakeholders (Ozler & Giimiistekin, 2007).

Despite the fact that many studies have been
conducted on nepotism in family businesses, it
seems that no paper related to family businesses in
Kosovo has been submitted, to identify whether
the phenomenon of nepotism is present, negative
reflections of nepotism on employees, and
the relationship with the institutionalization of
family businesses. As a result, the research in this
field is expected to help present the position of
family businesses operating in Kosovo.
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The purpose of this study is to address
the concept of nepotism through the prism of family
businesses, initially with the aim of identifying
whether the phenomenon of nepotism is present in
family businesses in Kosovo. In addition, to see
the negative reflections of nepotism on employees
who have no family ties to the owners and finally to
understand whether nepotism is an obstacle in
the institutionalization of family businesses. Some
research questions are defined for this paper, they
are given below. Research questions are considered
the core of research design. Research questions are
related to all other components of research design
(Maxwell, 2018):

RQ1: How common is the practice of nepotism in
family businesses in Kosovo?

RQ2: What impact does nepotism have on
managers and non-family employees?

RQ3: Is the existence of nepotism an obstacle to
the institutionalization of family businesses?

According to the conclusions of this research,
the phenomenon of nepotism is visible in the majority
of the family businesses with which the interview
was performed. On the other side, it has been
established that nepotism has harmed managers
and other non-family personnel. Recently, it has
been discovered that the presence of nepotism in
these family enterprises is an impediment to
institutionalization. To put it another way, there is
a correlation between the presence of nepotism and
the institutionalization of family businesses.

The remainder of this paper is structured as
follows. The literature review is conducted in
Section 2. The research methodology is presented in
Section 3. Section 4 reveals the research results,
followed by the discussion in Section 5. Finally,
Section 6 concludes the paper.

2. LITERATURE REVIEW

According to some studies, it is estimated that
65%-80% of businesses in the world are family
businesses (Anderson & Reeb, 2003). Family
businesses are the most widespread type of business
worldwide and these have a major impact on
the economic development of a country. Similarly,
in Kosovo, family businesses make up about 85% of
businesses, although the vast majority of them are
small or medium in size. Regardless of their size,
family businesses face special challenges, challenges
that are internal to their organizational structure
(Nixha, Hashani, Abdixhiku, & Mustafa, 2015),
as well as a number of other challenges due to
the nature of these businesses. It seems that there
are a number of definitions in terms of definitions
related to family businesses, but in this paper,
we will limit ourselves to just a few to present
an overview that helps us better understand this
type of business and to understand its importance.
Donnelly (1996) defines a family business as a type
of business that for at least two generations is under
the ownership and administration of the family and
that the goals and interests of the family are also
manifested in business policies. While Barry (1975)
brought another point of view, saying that the family
business is controlled by members of a single
family, and it turns out that the distribution of
profit is done under the control of this family.
Although there is no consensus on the definition of
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a family business, in a way these can only be defined
as an enterprise controlled by members of a family
(Getz & Nilsson, 2004).

Family businesses face various problems, and
one of the most important problems encountered in
family businesses, perhaps even the most important
one, is the difficulty of institutionalizing them.
Existing literature shows that nepotism is quite
prevalent in family firms, where owners’ family
members are treated favorably compared to
non-family members when exposed to employment,
performance appraisal, or promotion (Firfiray et al.,
2017). Nepotism, as a subtype of favoritism, refers
to favoritism based on blood ties (Riggio &
Saggi, 2015). The concept of nepotism in the family
business literature is considered as favoring family
members regardless of their level of education,
skills, and competencies, but takes into account
their relationship with family business owners
(Popczyk, 2017). The concept of nepotism is generally
defined as the employment and promotion of
persons based on family relationships regardless of
the skills, experience, and educational level of
the candidate (Pelit, Dincer, & Kilic, 2015). Nepotism,
both in the scientific literature and in public
opinion, is understood as an abuse of a person’s
position, power, or influence to give privilege
to his/her relatives (Bekesiene, Petrauskaite, &
Markeliene, 2021). “Nepotism” refers to
the management philosophy of selecting and
encouraging people based on family ties, while
“meritocracy” is the managerial philosophy of
selecting and encouraging people based solely on
the ability of those who are suitable for a particular
position in the enterprise (Katz & Green, 2014).
Although the history of nepotism is very old, even
today we can see such phenomena, it is even more
prevalent when compared to the past (Asunakutlu &
Avci, 2010). Nepotism is more common in
undeveloped societies where family ties are strong
(Riizgar, 2021).

Nepotism is considered one of the biggest
weaknesses of family businesses. Business owners
pay more attention to the loyalty of employees than
employees who are capable and competent, and
it is thought that this is the main reason for
the emergence of nepotism (Kamaci, 2019). Indeed,
family businesses tend to suffer from the problems
of nepotism (Corbetta & Salvato, 2012) and it is
the cause of increasing conflicts that are detrimental
to the business life cycle. Nepotism also reduces
the motivation of managers and other employees
who have no family ties because the owners’
relatives are unjustly promoted to high positions.
On the other hand, as a result of nepotism, various
competitions and conflicts appear, which also
causes the mixing of competencies of people who
work in the family business (Kilincarslan & Avcy,
2021). Even professional managers do not express
willingness to get involved in management processes
because they are convinced that they do not have
the opportunity for their career growth within
the organization (Kamaci, 2019). On the other hand,
as a result of the existence of nepotism interpersonal
relationships tend to be subjective by victimizing
employees who have no family ties to business
owners (Kocel, 2010). Nepotism is also a cause
of job abandonment (Schmit & Allscheid, 1995).
Employees lose trust in the institution as a result of
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the presence of nepotism, and consequently, their
productivity suffers (Serfraz, Munir, Mehta, &
Qamruzzaman, 2022). From this, it appears that
employment based on nepotism is an unjust and
irrational action because it is not done through
meritocracy. In some countries, to prevent
the phenomenon of nepotism there are even anti-
nepotism policies that limit the number of relatives
working for the same organization (Kawo & Torun,
2020). There seems to be ample evidence that
nepotism undermines (harms) the organizations
and employees that are part of these businesses.
Nepotism hinders competition for senior positions
in the enterprise and hinders the career
advancement of employees in the workplace.
This phenomenon can be seen as a form of
discrimination through which relatives or friends
are recruited or promoted not because of their
qualifications and skills, but only because they have
blood ties or networks with the managers of
the organization (Kawo & Torun, 2020). In these
enterprises, instead of evaluating the real success,
performance, and efforts of the employees,
the owners of the enterprises give priority to their
relatives, so the idea appears that the employees
work for an enterprise that lacks justice (Oner &
Turhan, 2010). In other words, nepotism has
negative effects on managers, as well as other
employees who have no family ties. This situation
creates an impression that there are injustices in
these enterprises and employees are not treated
equally when compared to other employees
who are close to the owners of the enterprise.
The appearance of a lack of trust in employees
negatively affects the reduction of their satisfaction,
motivation, and performance (Biite & Tekarslan, 2010).

In the first stage of establishment, the family
business is wunder the complete control of
the founder, because this period is a period
when the founder shows a high commitment to
the advancement of the business. During this period,
the business has an informal structure of the
organization. Also, the degree of institutionalization
is very low (Gurler, 2020; Spahi, Shala, & Limaj,
2021). But with the growth of the enterprise,
consequently, the problems increase, and as a result,
the possibility of failure of family businesses
increases if it does not act according to the
requirements of the time. When studying the reasons
for the failure of family businesses, it seems that
among the main factors for the failure of family
businesses are non-institutionalization and other
weaknesses arising from business management
(Findikci, 2008). The process of institutionalization
of a family business is not easy and there is
anumber of obstacles in this process; one of the
main obstacles in the process of institutionalization
is the phenomenon of nepotism (Cetinkaya, Sener, &
Korkmaz, 2017). Therefore, to remove elements of
nepotism from business and increase business
longevity, family business management should
establish rules, standards, and procedures that
coincide with institutionalization. Institutionalization
means when an enterprise has certain rules,
standards, and procedures independent of
individuals (Karpuzoglu, 2004). Institutionalization
in family businesses means establishing a system
that operates independently of individuals
(Giirler, 2020).
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Given the importance of institutionalizing
family businesses to ensure business continuity
(Pazarcik, 2004), despite the difficult process and
various  obstacles before institutionalization,
the family business can achieve the degree of
institutionalization if the necessary measures are
taken. One of these measures is when the family
business management keeps the phenomenon of
nepotism away from the business by creating
a balance between employees and enabling healthy
communication to be established between family

members and other non-family employees
(Tuncel, 2011). More so, nepotism is considered
the biggest obstacle in the process of

institutionalization of family businesses (Yiicel &
Ozkalan, 2012).

Within businesses that are institutionalized,
values and principles have more impact than family
values. These businesses bring in people who have
the skills to do useful work for the business interest
and ignore individuals who have blood ties to
business founders (Karpuzoglu, 2004). Consequently,
business management must contribute to increasing
the degree of institutionalization. Thus, through
institutionalization, the phenomenon of nepotism,
which is the source of many problems, can be
eliminated. Within the business, there should be
different rules that can also be called “Family
Constitution”, in order to achieve the required
degree of institutionalization in family businesses
and to prevent possible conflicts due to harmful
competition between family members (Giler &
Altunal, 2020). Among other things, it is necessary
to have foresight, draft strategic plans, and create
an institutional infrastructure (Gen¢ & Karacioglu,
2004). In other words, they seem to have a close
connection between institutionalization as well as
nepotism. In order to achieve stability and longevity
in their business, business owners must make
the decision to institutionalize the business, so
preventing the arising of nepotism phenomenon.

3. RESEARCH METHODOLOGY

The qualitative research method was used for this
paper. The qualitative research method is a research
method that follows certain steps to discover
perceptions and understand events in the natural
environment with a realistic approach, using data
collection techniques, such as interviews, observation,
and document analysis (Yildirnm & Simsek, 2006).
Data collection is required to discover the answers
to the questions posed. In this context, in qualitative
methods, the researcher is in the role of a tool that
establishes direct contacts with certain individuals
to collect data and analyze the data provided by
the interview or observation (Merriam, 2009).

The preferred research model in this paper is
a case study. The case study is a model in qualitative
research methods in which each process, event,
subject, or person is examined and explained in
detail, in their context (Yin, 2018). A case study, as
amodel, aims to meet one or more people to
understand a topic, phenomenon, or problem (Giiler,
Halicioglu, & Tasgin, 2015), or understand
the views of participants, respectively the views of
interviewers on a particular event or phenomenon
(Barlett & Vavrus, 2021). In the case study model,
isolated cases are studied, respectively an individual
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or a group of individuals, an organization,
a community, a nation, etc., but through this model,
in-depth analysis and description of the phenomenon
or problem is made (Merriam, 2009). An in-depth
study of a phenomenon or problem requires semi-
structured or unstructured questions because it
aims to reveal the feelings and views of
the interviewees (Bas & Akturan, 2017). The case
study technique was used for this work in order
to more clearly comprehend (Creswell, 2016)
the reasons for the establishment of nepotism and
to reveal specific sections of the case (Barlett &
Vavrus, 2021) in family businesses in Kosovo.
The data provided by the case study will allow us to
lay the groundwork for future work in this field, but
utilizing different methodologies to detect specific
characteristics of nepotism in family companies in
Kosovo. Another argument for using a case study is
the ability to describe the data, as well as divide it
into topics for research (Creswell, 2016).

3.1. Sample selection

The intentional sampling method was used in
this study. In some cases, due to the purpose of
the study and the knowledge of the population,
the selection of the sample was done according
to the purpose of this paper. This type of sample
is called an “intentional sample” (Temmuz, 2009).
Qualitative research methods aim to discover
typologies. Thereby, in the sample, people who have
knowledge and information related to the topic
addressed are identified in the research (Kara, 2021).
Due to the nature of the paper, the managers of
10 family businesses have been chosen, the most of
which are huge, with only a few being medium-sized.
The fact that these are family businesses, as well as
the factors that distinguish a family business, are
taken into account when appointing management
for these enterprises.

3.2. Data collection

Interview questions were defined to provide the data
for this research. In order to find the deepest possible
data (Barlett & Vavrus, 2021) on the phenomenon of
research, semi-structured questions are assigned
in this paper. Semi-structured interviews are such
interviews that enable the collection of data that
have similarities that enable comparisons to be made
between interviewers’ responses. Thanks to the semi-
structured questions we can ask additional questions
and thus provide more data to find support for
research questions (Kara, 2021). Interviews were
recorded with a voice recorder. Notes were also
taken during the interview. The average duration of
an interview was about 60-70 minutes. After
completing all the interviews, all the interview data
are transcribed to extract codes and categories more
easily. Also, the interview participants were assured
that the private data (e.g., name) will not be presented
in the report of this research.

4. RESULTS

The data provided by the interviews for this study
were analyzed using descriptive and systematic
methods. On the one hand, codes and categories
have been established, and on the other,
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the participants’ perspectives have been given.
In order to identify the existence of nepotism,
3 main categories have been defined. Also, during
data coding a category, that helps us to see
the negative reflections of nepotism on managers
and other employees who have no closeness or
blood relationship with the owners of the enterprise,
has been defined. On the other hand, to understand
whether the existence of nepotism is an obstacle
to the institutionalization of family businesses,
1 category and supporting codes have been defined.
All of these categories and codes are to support
the research questions that are posed in this paper.
In the past, coding and link detection analysis
has been developed manually. But, from the 80s
until today, programs are being used in order to
facilitate the creation of categories, codes, and
data analysis; moreover, through these computer
programs, it has been possible to find connections
between codes (Giiler et al., 2015). To understand
the existence of nepotism in these family businesses,
the data provided by the interviews were analyzed,

from which a series of codes, categories, and topics
emerged, which were presented through tables,
which were provided through the qualitative data
analysis program MAXQDA 2020. In the tables
below, codes, as well as the frequencies of the codes
and their percentages within a category, are
presented. In this paper, in addition to data on
the frequencies of codes related to the treated
subject, the opinions of the interviewers were also
kept for the findings of the analysis questions.
In these answers, the name of the interviewee in
the interview has remained anonymous and instead
of the name, there is a surface code, e.g.,
Participant 1 = P1.

To understand the existence of nepotism in
family businesses, a topic called “the existence of
nepotism” has been defined, where 21 codes and
3 categories have been issued. These categories have
emerged within this topic: 1. Treating employees,
2. Favoring relatives, and 3. Career development.

Table 1. Results related to the category of treatment of employees

Treatment of employees Segments Percentage
Priority for relatives 21 27.27
Unequal rights 18 23.38
Benefits for relatives 10 12.99
Better financial conditions for relatives 7 9.09
Not getting involved in decision-making 4 5.19
Good conditions for relatives 4 5.19
Lack of influence on decision-making 3 3.90
Fear of owners’ relatives 3 3.90
Lack of communication 3 3.90
Keeping distance 2 2.60
Threat of managers 2 2.60
Total 77 100.00

Table 1 shows that employees who have no
family ties to business owners are not treated in
the same way as employees who have family ties.
These results present data on the treatment of
employees and here it seems that employees with
family ties are given more priority compared to other
employees. The table also shows the frequencies for
each code that proves the existence of nepotism
in these family businesses. In 21 situations, for
example, interviewers noted that owners prioritize
their families. In 18 cases, however, it appears that
the interviewers believe they do not have equal rights
as compared to the owners’ relatives. In 10 situations,
it appears that relatives receive more perks
than employees who have no familial ties to
the enterprise’s proprietors. Following this table,
more codes relating to nepotism that are regarded
as bad factors by interviewees are shown.

To argue this, below are some of the answers
of interviewees. Interviewee P7 stated:

“.. in the company I work for, the ability or
performance of employees is not taken into account.
Among the staff there are employees who have
the right experience and education, but nevertheless
the relatives of the founders have an advantage.
"Despite the education that a colleague had, he did
not advance in his career, but this task was entrusted
to one of the family members who had less education
and experience”.

Meanwhile, respondent P5, regarding equal
rights for career development, expressed himself
this way:
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“

... employees who do not have family ties
do not have equal rights, while family members or
relatives are given priority in every aspect.
On the other hand, it seems that the employees who
have family relations with the owners have more
benefits when compared to other employees”.

Regarding this, interviewee P10 has expressed
himself this way:

“The relatives of the owners have advantages in
every aspect. They are free to use the assets of
the enterprise for personal needs. For example, they
use business cars for their private needs”.

In financial terms, it seems that employees who
are close to the owners are paid more compared to
others. Regarding this, the interviewee P3, who is
also a finance manager, said:

“In the payment policies, it seems that
the relatives of the owners have priority. Among
the various obligations related to finances, I also deal
with the preparation of salaries. As a result, I have
noticed that some of the relatives are paid better than
others who do not have family ties”.

Regarding the participation of managers in
meetings held in enterprises, interviewee P2 said:

“In fact, managers who do not have family ties
are involved in decision-making processes, but they
have no influence on decision-making. Here it seems
that they are allowed to participate in the meeting,
but these managers have no influence on
the decision-making process”.
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The same interviewee also presents the relations
between non-family managers and other employees
who have family ties:

“Regarding the question, I can say that there
was a case when one of the relatives of the owner,
even though he was in a lower position, did not heed
the requests of his manager. As a result, the manager
in question did not have the courage to give
obligations to the employee who was under his
supervision” (P2).

Here it is clear that despite the fact that
the clerk is in a lower position, he does not perform
the duties given to him by his superior. Some
of the answers of the interviewees for this category
are taken to find out if priority is given to employees
who have family ties to business owners. From
the above answers, it appears that the existence of
nepotism is present in most of these family
businesses.

Table 2. Results related to the category of favoring relatives

Favoring relatives Segments Percentage

Better relations and communication with relatives 14 36.84

Recruitment without merit 11 28.95

Advantage in training 7 18.42

Excessive freedom of relatives 4 10.53

Negligence of obligations 2 5.26

Total 38 100.00

The data in Table 2 above show that the owner’s Interviewee P9, regarding the recruitment

relatives in many cases are favored when compared  process, said:
to non-family employees. From the table above it “.. in the past, there was a vacancy for

appears that employees who have family ties have
warmer relationships and better communication
with  business owners. Also, according to
the interviewees, it seems that in the recruitment
process, priority is given to relatives by hiring them
without any specific criteria. In terms of training, it
seems that even in this situation, relatives are given
more opportunities to participate in training. On
the other hand, employees who have family ties have
more freedom than they should and are not careful
in performing their duties during working hours.

Regarding the favoring of  relatives,
some examples are given from the answers of
the interviewees to reinforce even more that in these
enterprises the phenomenon of nepotism exists.
Regarding the relations and communication between
the owners and the employees, interviewee P3
describes it as follows:

“... it seems that the owners keep their distance
when it comes to employees with which they have no
blood ties, whereas they have much warmer relations
and communication with family members or cousins”.

a managerial position, despite the fact that there was
a qualified and experienced candidate for this
position, a man, who was less qualified than the other
candidates who had applied for this position, was
hired”.

This clarifies that the relatives of the owner
are also favored in the employment process.
The relatives of the owner are also favored in terms
of their professional development. Regarding this,
the interviewee P5 has presented this situation by
saying that:

“... relatives are given priority when it comes to
training. In this regard, I say that they are enabled to
develop professionally, while employees who do not
have family ties are not given this opportunity as
much as them”.

It is also clear from these answers that
the owner’s relatives have more favors and
advantages when compared to other employees.
These data once again prove the existence of
nepotism in these enterprises.

Table 3. Results related to the category of career development

Career development Segments Percentage
Promotion without merit 15 26.79
Neglecting sKkills 13 23.21
Neglecting good performance 13 23.21
Negligence of work experience 10 17.86
Lack of career standards 5 8.93
Total 56 100.00

To further reinforce the existence of nepotism
in the interviewed family businesses, we paid
attention to whether the owners’ relatives were
favored in terms of career development. That being
the case, the category “career development” is
defined (Table 3) at which point it is proven that in
these family businesses promotions or career
growth have been made without merit, despite
the fact that the prospective employee did not have
sufficient performance, experience, and skills to
advance in a higher position.

It is also understood that the vast majority of
these family businesses do not have standards
for career development. Interviewee P2 regarding
career advancement said:
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“In the company I work, I have not noticed
anyone being promoted to a better position because
of skills, experience or because of the good
performance results”.

Meanwhile, interviewee P7 says with regret that:

“If one of the employees shows good performance
or is skillful ... does not imply career growth”.

While interviewee P9 regarding the promotion
with merit expressed the attitude in this way:

“In this company, it does not matter if you have
experience or skills, it is important to be close to
the owners. There are many cases when relatives
have advanced, not deserving at all the position in
which they now operate”.
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Regarding the promotion standards, it seems
that a large part of these companies does not have
promotion standards, this is evident from

the answer of interviewee P6, saying:
“No standards have been set for career
growth”.

Table 4. Results related to the category of negative reflections of nepotism

Negative reflections of nepotism Segments Percentage
Decreased job satisfaction 7 21.21
Demotivation of employees 6 18.18
Rising conflicts 3 9.09
Increased envy 3 9.09
Reduced performance 3 9.09
Thoughts of quitting work 3 9.09
Decreased productivity 3 9.09
Job abandonment 2 6.06
Laziness during work 1 3.03
Fear of the owner’s relatives 1 3.03
Increased irritation 1 3.03
Total 33 100.00

This section presents data on negative I work here for more than 6 years, my assistant gets

reflections of nepotism on managers and other
employees who have no family ties to family
business owners. Table 4 clearly shows how
the existence of nepotism has influenced the decline
of motivation, the decline of job satisfaction,
the reduction of their performance, the thought
of leaving the workplace, the increase of conflicts
between employees, the emergence of envy, and
many other negative phenomena. These reflections
are shown in the table above in the order in which
they were used by the interviewees.

Below are some answers regarding the reflections
on nepotism. Interviewee P2 describes his situation
and that of his colleagues, saying:

“.. nepotism is one of the factors that
demotivate all of us who work here. But this does not
only reduce the motivation of employees but often
creates envy among employees, because some are
promoted or given various privileges, but among us
there are those who are deserve these privileges and
they are given to other employees only because they
have family ties. All of this is also affecting
the decision to leave the job”.

Interviewee P3 expresses his anger by saying:

“.. unfortunately, the existence of nepotism is
very easily noticed. It irritates me a lot personally.
Despite being a finance manager, me and my
assistant, who was hired a very short time ago and
who has very little experience in the field of finance,
share almost the same salary ratio, and even though

paid almost as much asIdo ...”.

Meanwhile, interviewee P5
reflections on nepotism in this way:

“.. I say giving priority to relatives first is
unfair. Such injustice in one way or another is
negatively affecting our performance, ... it is also
dffecting the increase of conflicts and envy among
employees. There are cases when some of
the employees have resigned due to injustice”.

Interviewee P6 also presents the same concerns,
emphasizing that:

“.. nepotism as a phenomenon either in me or
in my colleagues is initially affecting the reduction of
our motivation and productivity in the workplace.
As a result of dissatisfaction in the workplace, from
time to time there are also conflicts between
employees. Due to giving priority to the relatives of
the owners, the conviction has been created that in
our company the injustice is evident. That has resulted
even with resigning from work, and even I have often
thought of leaving the job”.

On the other hand, interviewee P9 expressed
himself in this form:

“.. I am so annoyed with my job that I often
think of leaving this company.... unfortunately, I lost
the zeal and pleasure of working here”.

The negative reflections of nepotism on
the managers of enterprises are apparent from all
these answers.

presents  the

Table 5. Results related to the category of measure of institutionalization of family businesses

Measure of institutionalization of family businesses Segments Percentage
Lack of standards in HRM 15 24.19
Recruitment without standards 10 16.13
Lack of career standards 9 14.52
Lack of standards in payment policy 7 11.29
Not getting involved in decision-making 6 9.68
Lack of equal rules 5 8.06
Failure to evaluate the performance 5 8.06
Lack of influence on decision-making 3 4.84
Mixing responsibilities 2 3.23
Total 62 100.00

To understand the extent of institutionalization
and its links to the phenomenon of nepotism in
these family businesses, various questions have
been asked. These questions, on the one hand, aim
to see the existence of nepotism, while on the other
hand, to see the results of nepotism as an obstacle

VIRTUS,

in the process of institutionalization of these family
businesses. Table 5 shows that these enterprises
do not have standards in terms of human resource
management processes, do not have standards for
recruitment for the need for new staff, lack
standards for career growth, and lack standards
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for wage policies. On the other hand, the non-
involvement of employees in decision-making
processes argues for the existence of nepotism,
while on the other hand, it proves that most of these
family businesses are not institutionalized. The lack
of influence in the decision-making of managers who
do not have family ties on the one hand shows their
weakness which is a sign of nepotism, on the other
hand, proves the lack of institutionalization of these
businesses. Lack of rules and a mix of responsibilities
are also elements of the lack of institutionalization.
All this proves the lack of institutionalization of
a large part of these family businesses.

Below we will present just some of
the interviewees’ answers to further reinforce the
claims in this paper. Interviewee P5 regarding
the employment standards made such a statement:

“There are no standards here, employment is
not done according to the criteria and standards that
should have been done”.

Meanwhile, interviewee P2 states that there are
standards for the recruitment process, but that
these standards are not taken into account when it
comes to the relatives of the owners, accordingly he
has presented this situation by saying:

“Although the recruitment standards are set for
new employees, they lose their value when a relative
applies for a position advertised by the company”.

Interviewee P7 talks about salary policies
stating that:

“There are no clear policies regarding salary
policies. The owner’s relatives are paid much better,
they also have much better working conditions.
Unfortunately, employees who do not have family ties
are being wronged”.

Interviewee P9 also said that:

“... there are no clear payment policies, blood-
related employees have better working conditions, as
well as better pay for the same job position”.

Regarding the participation in decision-making
and the influence of managers who do not have
family ties, interviewee P10 emphasizes that:

“The involvement of non-family managers in
decision-making processes is out of the discussion.
Decisions are even made without holding a specific
meeting”.

While interviewee P4 responded by saying:

“Yes, they are involved in the decision-making
process, but their impact is small”.

On the one hand, it seems that in some
enterprises managers are not involved in decision-
making processes, even emphasizing that meetings
are not held, on the other hand, interviewee P4 says
that managers participate in meetings but their
influence in this process is small. From these data, it
is clear that there is a lack of institutionalization
and on the other hand, the elements of nepotism
can be seen without having an impact on this
process. Interviewee P2 stated that in the company
where he works, there is no performance
assessment, having the conviction that even if
the performance assessment would be carried out,
employees with family ties would be treated
differently. Regarding this, the following statement
was given:

“Unfortunately, the performance of the employees
is not assessed, even if it was done, the relatives of
the owners would have been treated differently
despite their poor performance” (P2).

VIRTUS,

Interviewee P2  expressed his
regarding the responsibilities
emphasizing:

“In fact, there are some of the tasks that are
defined in the employment contract, but we also
perform other tasks that are not included in
the contract. This applies to everyone, including
family members, as well as relatives who perform
various tasks”.

Whereas some others have stated that they do
not have precisely defined tasks and responsibilities
of staff in the enterprise. Hereof, we also understand
that these family businesses are not properly
institutionalized.

assessment
in the enterprise,

5. DISCUSSION

From the literature reviewed regarding the problems
of family businesses, it is noticeable that family
businesses face problems of different natures.
One of the main problems of family businesses is
the presence of nepotism. Even in the numerous
publications that deal with the problems of family
businesses, it seems that the problem of nepotism
is widely discussed, moreover, the phenomenon of
nepotism is considered the main cause of reduced
motivation of employees. The problem of nepotism
is considered an obstacle in the process of
institutionalization of these businesses as well
(Yola¢ & Dogan, 2011). Given that the problem of
nepotism in family businesses has not been
addressed in Kosovo, it can be assumed that
local family businesses also face the problem of
nepotism. We anticipate that this study will help
scholars uncover new areas for research in the field
of family businesses because the majority of
enterprises in Kosovo are family businesses.
The primary purpose of this paper was to find out if
nepotism as a phenomenon is present in family
businesses in Kosovo. The other aim of this paper
was to look at the negative reflections of nepotism
on managers and employees who have no family
connection with family business owners, and
finally, to see the connection of nepotism with
the institutionalization of family businesses.

From the results obtained from interviews
conducted with non-family managers of these family
businesses, it is understood that the phenomenon of
nepotism is evident in most family businesses. One
hundred and seventy-one (171) segments, that are
an argument for the existence of nepotism, are
presented from 3 different categories. In this paper,
we have not only settled to understand if
the phenomenon of nepotism is evident in these
family businesses but an attempt has been made to
understand the negative effects of nepotism on
the managers and employees of these businesses.
In this context, 33 segments that represent
the emotional state of non-family managers have
been identified.

Also, 1 category has been defined regarding
the institutionalization of family businesses, where
62 segments have been presented, which also proves
our claim regarding the lack of institutionalization
of these family businesses. In this paper, it should
be noted that apparently in 3 out of 10 family
businesses, for which information has been received
from their managers, the level of nepotism is not
very pronounced when compared to the other
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7 businesses. It also seems that the level of
institutionalization is slightly higher compared to
other businesses. In other words, it can be
concluded that in those businesses where the level
of institutionalization is low, the phenomenon of
nepotism is expressed to a greater extent and
the negative reflections of nepotism are greater in
managers and non-family employees. The information
conducted from interviews with these family
businesses backs up the research questions given in
this study.

6. CONCLUSION

As a result, it can be said that although they are
the most widespread type of business, these
enterprises are exposed to various risks due to
the structure and form of their management.
In order to achieve success in their activity and
to ensure their continuity, family businesses must
design dynamic plans to increase the extent of
institutionalization. The more institutionalized
the business, the easier it will be to remove
the phenomenon of nepotism, and as a result of
reducing the extent of nepotism, the motivation
and desire for work of managers and other
employees in family businesses will increase.
The institutionalization of family businesses will
also contribute to increasing the performance and
productivity of the enterprise staff. To increase
the degree of institutionalization, decision-making
processes should be independent of family
influences, professional managers should be hired
and a family constitution drafted (Aslan, 2020).

On the other hand, family businesses that do not
adapt to the new changes in their circle, and which
do not show efforts to create a system and increase
the degree of institutionalization, are predisposed to
fail as a business (Salepcioglu & Bayram, 2020).

In order to avoid such problems mentioned
above, as well as to create institutionalized
professional management, it is contemplated that
people with blood ties are not to be involved in
the family business, in other words, the more
nepotism is avoided, the family business is more
institutionalized. It should be aimed that managers
who are involved in family businesses, regardless of
blood ties, should fulfill certain competencies,
technical knowledge, and managerial skills.
On the other hand, the business needs to be
transformed from an average family business to
a professional family business. However, if this can
be achieved, the continuity of the family business
can be further ensured.

There is no doubt that this paper has its
limitations, primarily because a qualitative research
method has been used that is usually limited to
anumber of correspondents. Our proposal for
future research is to conduct a paper with
the quantitative method to provide statistical results
regarding the presence of nepotism and its relation
to the institutionalization of family businesses.
It would also be possible to make a contribution in
this area by doing research with family business
owners to understand more deeply the reasons for
the existence of nepotism by the owners of these
businesses, and this way, with this paper
a comparison can be made.
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