Management and Organization Review 9:2, July 2013, 295-318
doi: 10.1111/more.12001

From Personal Relationship to Psychological
Ownership: The Importance of Manager-Owner
Relationship Closeness in Family Businesses

Hang Zhu (4:3i),' Chao C. Chen,’ Xinchun Li (ZH ),
and Yinghui Zhou (J§ %)’

'Sun Yat-sen University, China, *Rutgers University, USA and *Shanghai University, China

ABSTRACT Integrating theories of psychological ownership and stewardship, and taking
a relational perspective, we examine key antecedents and outcomes of professional
managers’ psychological ownership in Chinese owner-managed family businesses. We
tested the model using a survey of 166 Chinese professional managers (one from each
of 166 family businesses). We find that owner-manager relationship closeness at work
mediates the cffect of both the owner’s benevolent leadership and owner-manager
friendship ties on the manager’s psychological ownership. Psychological ownership, in
turn, 1s positively related to the manager’s intention to stay and to stewardship
behaviour. Theoretical and practical implications are discussed.
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INTRODUCTION

Psychological ownership is a powerful determinant of pro-organizational attitudes
and behaviour by organizational members, especially those in family businesses
(Corbetta & Salvato, 2004; Pierce, Kostova, & Dirks, 2001). One major source of
such psychological ownership in family businesses is attributed to the union of
ownership and management (Eddleston & Kellermanns, 2007; Zahra, 2003).
Financial ownership and management involvement by family members tend to
generate strong psychological ownership, which alleviates agency problems and
fosters stewardship behaviour (Davis, Schoorman, & Donaldson, 1997; Miller &
Le-Breton Miller, 2005; Zahra, 2003). However, not all managers of family busi-
nesses are family members, and non-family managers may hold limited ownership
or none at all. In such situations, using non-financial measures to foster psycho-
logical ownership in non-family members may be one of the key factors of business
success (Barnett & Kellermanns, 2006; Karra, Tracey, & Phillips, 2006). While
acknowledging the link between legal and psychological ownership, our research
uses a relational perspective that explores the effects of non-legal and non-financial
antecedents on non-family managers’ psychological ownership (MPO). Drawing
on insights from psychological ownership theory (Pierce et al., 2001) and steward-
ship theory (Davis et al., 1997), we examine how, in Chinese family businesses,
close relationships at work, induced by the leadership style of the owner and
owner—manager friendship ties, affects managers’ psychological ownership,
which in turn affects both the intention to stay and the stewardship behaviour of
managers.

Through this study we seek to contribute to the research on family businesses in
a number of ways. First, we examine the antecedents of psychological ownership by
professional managers in a context in which the lack of actual ownership and blood
relationship 1s most salient. In doing so, we contribute to psychological ownership
theory by demonstrating the social and psychological antecedents as well as the
effects of psychological ownership. Second, while previous studies have focused on
family members and their relationships to owners (Davis, Allen, & Hayes, 2010;
Eddleston & Kellermanns, 2007), our study examines the personal relationships
between non-family managers and family owners, and the effect of this relation-
ship on managers’ psychological ownership and on their stewardship behaviour.
Finally, this study contributes to the much-needed research on professional man-
agement in family businesses in China. Because of a tradition of suspicion toward
and exclusion of non-family members (Redding, 1990), introduction of non-family
professionals in Chinese family businesses presents challenges for retention and
motivation (Carney, 1998; Zhang & Ma, 2009). By bringing theoretical insights to
this area of study, our findings have important implications for research into and
the practice of family business governance and performance in general and in the

Chinese context in particular.
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THEORETICAL BACKGROUND AND HYPOTHESES
Theory of Psychological Ownership

Psychological ownership refers to a psychological state in which individuals feel as
though a target (material or immaterial in nature), or a piece of that target, belongs
to them (i.e., ‘It is mine!) (Pierce et al., 2001: 14—15). The target of psychological
ownership in an organizational context can broadly refer to the entire organiza-
tion, or to a specific project or idea. Psychological ownership theory also further
specifies three human motives that give rise to psychological ownership of a given
target: efficacy and effectance, self-identity, and the desire to have one’s own space
(c.g., a home). The desire to have one’s own place is conceived as an independent
motive standing on its own, but in our view, it could also be a sub-motive of the first
two primary motives.

Following the motivational rationale of psychological ownership, Pierce et al.
(2001) proposed a number of antecedents of psychological ownership. The ante-
cedents include the amount of employee control (over a given organizational
factor such as a task or a decision), the degree of association and familiarity with
a given organizational target (e.g., a team or a project) as well as the amount of
time and energy investment in the target. Although Pierce and his colleagues
examined the specific antecedents of psychological ownership beyond legal and
financial ownership, they paid more attention to job-related factors than to social
connections and interactions among organizational members (Pierce, Jussila, &
Cummings, 2009).

The positive organizational effects of psychological ownership include clear and
balanced expectations of rights and responsibilities. The feelings of ownership are
‘accompanied by a felt responsibility and a sense of burden sharing for the organi-
zation’ (Pierce et al., 2001: 303). Specifically, the felt responsibilities include pro-
tecting, caring, and sacrificing on behalf of the organization (Pierce et al., 2001).

Because self-identity is a prominent motive from which psychological ownership
is derived, we expect that psychological ownership is a more proximal antecedent
to behavioural outcomes than are social identities, which are components of
self-identity. Further, while psychological theorists have elaborated on individual
motives that lead to psychological ownership, they have seldom specified organi-
zational conditions and opportunities under which psychological ownership can be
fostered. Thus when we examine non-family managers’ psychological ownership in
family businesses, the governance relationship proposed by stewardship theory is a
pertinent and promising area.

Stewardship Theory and MPO

Davis ctal. (1997) introduced the concept of stewardship into organizational
governance and management. Stewardship is conceived of as a form of governance
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relationship with associated behaviours. In a stewardship relationship, managers
are assumed and treated as carctakers of the organization who have the best
interests of the organization at heart. As for behaviour, stewardship refers broadly
to pro-organization behaviour such as sacrificing for the ongoing interest of the
organization, protecting the organization’s wealth, and enhancing the performance
of the organization (Davis et al., 1997). These proposed stewardship behaviours are
similar to and consistent with the behavioural outcomes of psychological ownership
(Hernandez, 2012).

Davis et al. (1997) also proposed a set of psychological and situational anteced-
ents of stewardship behaviour. Psychological antecedents include the strength of
high-order needs, the level of intrinsic motivation, and the level of identification
with and commitment to the organization. Situational antecedents include group-
or collective-oriented organizational culture and a climate of trust.

Stewardship theory (Davis et al., 1997) provides additional insight for psycho-
logical ownership. First, the notion of stewardship relationships directs attention
toward the nature of owner-manager relationships. In family businesses, the
owner—manager’s leadership style and particularistic ties are informal governance
that forms the stewardship relationship. Second, organizational identification (dis-
cussed below), a key antecedent of stewardship behaviour, is also an important
motive that leads to psychological ownership.

In general, psychological ownership theory (Pierce et al., 2001) and stewardship
theory (Davis et al., 1997) inform and complement each other, pointing to social
and relational antecedents. In a chain of influence, these antecedents generate
relationship closeness and identification, leading to psychological ownership, which
then stimulates stewardship behaviour. In the following sections, we theorize that:
1) both an owner’s benevolent leadership style and an owner—manager’s friendship
ties affect MPO through the mediation of relationship closeness; and 2) relationship
closeness affects managers’ stewardship behaviour and intention to remain with the
organization through the mediation of MPO.

Benevolent Leadership, Owner—-Manager Relationship Closeness at

Work, and MPO

In the structure of family businesses, especially among Chinese firms, the execu-
tives tend to rely on paternalistic leadership, of which benevolent leadership style
is one of three components (Chen & Farh, 2009; Farh & Cheng, 2000). Benevolent
leadership displays holistic care and concern for the welfare of the subordinate and
his or her family. Paternalistic leadership theory proposes that benevolent leader-
ship engenders feelings of indebtedness and obligation from subordinates, which
motivate in-role and extra-role performance (Farh & Cheng, 2000; Wu, Huang, Li,
& Liu, 2011). By cultivating feelings of indebtedness and obligation, benevolent
leadership inspires MPO by creating a close work relationship with the owner.
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Relationship closeness at work is the psychological bond developed between col-
leagues, and manifests itself in positive job-related behaviours such as helping,
encouragement, honest feedback, and communication (Chen & Peng, 2008).

Psychological ownership theory posits that self-identity motives lead to psycho-
logical ownership — to the extent that an individual is familiar with, associates with,
and 1s identified with a target (Pierce et al., 2001). We argue that the concept of
owner—manager relationship closeness captures such familiarity, association, and
identification. Benevolent leadership inevitably involves more personal and family
interactions between the manager and the owner, so that the manager is drawing
closer —literally and psychologically — to the owner. Furthermore, by demonstrating
care and concern for the welfare of the non-family manager and his or her family, the
owner signals a long-term relationship, creating in the manager feelings of personal
and family inclusion (Chen, Eberly, Chiang, Farh, & Cheng, forthcoming). Such
feelings of inclusion enhance the manager’s relationship closeness with the owner,
further solidifying her or his personal attachment to the owner (Chen, Friedman, Yu,
Fang, & Lu, 2009), and organizational identification with the family business (Karra
et al., 2006). Such attachment and identification lead to psychological ownership
(Pierce et al.,, 2001). In summary, we expect a positive correlation between the
owner’s benevolent leadership and the non-family manager’s psychological owner-
ship of the family business. It is not benevolent leadership behaviour per se, but rather
the personal owner-manager relationship closeness generated by such behaviour,
which accounts for the positive correlation. We therefore hypothesize:

Hypothesis 1: Owner-manager relationship closeness at work will mediate the positive
relationship between the benevolent leadership style of the owner and the non-family manager’s
psychological ownership.

Particularistic Ties, Owner—-Manager Relationship Closeness at

Work, and MPO

The term ‘particularistic ties’ refers to shared social identities that often serve as
the basis of Chinese guanxi (Farh, Tsui, Xin, & Cheng, 1998; Hwang, 1987).
Kinship, birthplace, alma mater, and personal friendships are examples of particu-
laristic ties among co-workers of an organization. In family businesses, there are
two main types of particularistic ties: kinship ties (relatives of the owner, excluding
immediate family members) and friendship ties (e.g., former classmates, former
comrades-in-arms, and current friends) between the owner and the manager. In
this study we focus on friendship ties, holding constant kinship ties. Owners may
hire managers with kinship ties out of a sense of family obligation rather than on
the basis of merit and qualifications. Consequently, the impact of kinship relations
on relationship closeness and MPO may be ambiguous. Controlling for kinship ties
would remove the confounding effect it could have on friendship ties.

© 2012 The International Association for Chinese Management Rescarch

https://doi.org/10.1111/more.12001 Published online by Cambridge University Press


https://doi.org/10.1111/more.12001

300 H. Zhu et al.

A number of reasons support the view that non-family managers who have
friendship ties with the owner are more likely to develop feelings of psychological
ownership than are managers who have a mere work relationship without such
particularistic ties to the owner. First, these managers may enjoy an insider status
(Chen & Aryee, 2007). In Hwang’s (1987) guanxi categorization, friends are
substantively different than mere acquaintances, because the former are seen
as ‘pseudo-family’ members. The insider (family) status is therefore a powerful
social identity that connects the manager with the owner and the family business
(Chen et al., 2009; Yeung, 2000). Second, managers with friendship ties to the
owner have an advantage over other managers without such ties in terms of
having more opportunities to interact with the owner for both work- and non-
work-related affairs. To the extent that such interactions involve both aflective,
family-like exchanges outside work and instrumental exchanges at work, managers
with friendship ties to the owner are more likely to develop personal identifica-
tion with the owner and organizational identification with the family business
(Luo, 2011). Finally, managers hired on the basis of friendship ties (such as former
classmates) are likely to have been hired based not only on necessary expertise, but
also on aspirations and values that are shared with the owner (Chen, Chen, & Xin,
2004).

Summarizing the above discussion, we propose the following hypothesis:

Hypothesis 2: Owner—manager relationship closeness at work will mediate the positive rela-
tionship between the non-family manager’s friendship ties to the owner and the manager’s
psychological ownershap.

The Mediating Effect of Psychological Ownership

In the above hypotheses, we focus on the central role of the owner-manager
relationship that serves to connect the owner’s leadership style and the owner—
manager friendship ties to MPO. We argue that, although we expect a positive
correlation between relationship closeness and pro-organizational attitude and
behaviour, which are the ultimate outcomes desired by the company, it is not
relationship closeness per se that accounts for the variation in managerial outcomes.
Rather, it is due to MPO, a psychological mechanism that is more proximal to the
outcome variables.

MPO, while entailing organizational identification, also represents a ‘felt respon-
sibility and a sense of burden sharing’ (Pierce et al., 2001: 303). Hence MPO
explicitly captures a vicarious owner attitude, making it most potent in motivating
pro-organizational attitudes and stewardship behaviour (Hernandez, 2012; Pierce
et al., 2001). Managers who have stronger psychological ownership are more likely
to be committed to the organization (Bernhard & O’Driscoll, 2011; Van Dyne &
Pierce, 2004) and to display stewardship behaviour (Pierce et al., 2001; Wasser-
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man, 2006). In summary, although both relationship closeness at work and MPO
are positively related to pro-organizational attitudes and behaviour, MPO results
from relationship closeness at work, and hence mediates the latter’s effect on the
outcomes. We therefore hypothesize:

Hypothesis 3: The non-family manager’s psychological ownership will mediate the positive
association between relationship closeness at work and the non-famaly manager’s stewardship

behaviour.

Hypothesis 4: The non-family manager’s psychological ownershap will mediate the association
between relationship closeness at work and the non-family manager’s intention to stay.

A summary of the hypotheses can be seen in Figure 1.

Benevolent
Leadership

(.;:8")

Dedication

627
(617

Relationship
Cl at
Work

Managers’
Psychological
Ownership

Organizational
Enhancement

Figure 1. Hypothesized model and final model (model 1)
Note: Standardized estimates are shown, and the values in the parentheses are standardized estimates
of model 6 (with a common method factor). * p < 0.05, ** p < 0.01.

METHODS
Sample and Procedure

We targeted firms that were controlled (with more than 50 percent ownership) by
a family and managed by the owner. One executive manager from each targeted
firm was invited to participate. In terms of requirements, the managers had to have
no ownership in, or have only a minority share of, the family business, yet had
personal interactions with the owner at work. Those managers who were members
of the owner’s nuclear family were excluded. We invited a total of 256 managers
who satisfied our criteria to participate in the study (some with assistance from
human resources [HR] managers). Among those invited, 235 agreed and 21
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declined. However, of those who agreed to participate, 69 provided personal and
company information but didn’t complete the rest of the survey. We used the
complete data from 166 respondents (64.8%) for testing our hypotheses. We used
the partial data from 69 respondents to assess non-respondent bias by comparing
company age, employee number, fixed assets, manager’s age, gender, education,
and tenure, between the 166 full participants and the 69 partial participants. The
results of one-way ANOVA showed no significant difference (p > 0.1) on any of
these variables between the two groups.

The study respondents came from two sources and all met the above sampling
requirements. Of the total group, 71 were part-time MBA and Executive Devel-
opment Program (EDP) students at a business school in southern China, and
95 were managers who were recruited with the help of HR managers from
Guangzhou and Shantou in the southern province of Guangdong and in the
metropolitan city of Tianjin in northern China. The MBA and EDP participants
completed the survey in their classrooms and handed them to the first author, while
the managers who were recruited outside the school completed the surveys in their
own time and mailed them to the assisting HR managers. The average age of the
firms was 10 years (standard deviation was 5.9); the average number of employees
per firm was 650 (standard deviation was 1506), with 80.1% of the firms having
fewer than 500 employees; 33.7 percent had fixed assets over RMB 50 million. The
sample managers had an average tenure of 4.47 years with standard deviation of
3.0; 46.4 percent were 30 to 40 years old; 72.3 percent were male; and 54.2 percent
of the managers had received an undergraduate degree. We used one-way
ANOVA to compare the means of all study variables and control variables of the
two sub-samples (program participants and managers recruited from companies),
and there was no difference (p > 0.1) in these variables except for the educational
level, which we controlled in the later SEM analyses.

Measures

Benevolent leadership was measured by five items from the short five-item scale used
by Cheng, Chou, Huang, Farh, and Peng (2003). The subjects indicated the extent
to which each statement described the leadership style of the owner manager (e.g.,
‘My boss will help me when I have an emergency’). Cronbach’s alpha for the scale
was 0.87.

Particularistic ties. The respondents were asked to indicate whether or not they had
various ties with the owner, such as relatives, former classmates, former comrades-
in-arms, and friends. These ties were further grouped into two dummy variables:
friendship ties (if the non-family manager was a former classmate, former comrade-
in-arms, or friend of the owner) and kinship ties (consanguinity within three
generations) with acquaintances as the omitted category.
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Relationship closeness at work consists of seven items adapted from a relationship
closeness scale developed by Chen and Peng (2008). Of the original nine items, two
non-work-related items were excluded. Each subject evaluated his or her current
interaction with the owner at work (e.g., ‘We understand each other at work’).
Cronbach’s alpha for the scale was 0.92.

Managers’ psychological ownership consists of seven items adapted from Van Dyne
and Pierce (2004). The subjects described their feelings toward the firm. A sample
item is ‘I sense that this is my company’. Cronbach’s alpha for the MPO scale was
0.93.

Stewardship behaviour. We developed a measure of stewardship behaviour because
the existing measure by Davis, Frankforter, Vollrath, and Hill (2007) was un-
available to us at the time we carried out the study. In addition, the Davis et al.
measure relates to general stewardship perception rather than specific stewardship
behaviour. Following Davis et al.’s (1997) definition that stewardship behaviour
is proactive behaviour that maximizes organizational welfare, we searched for
items that: 1) are targeted at the whole organization, as opposed to organizational
subunits (Hernandez, 2012); and 2) are typically performed by mid- and high-level
managers rather than rank-and-file employees. We selected or generated items
in two ways. First, we chose six organizational citizenship behaviour (OCB) items
from Farh, Zhong, and Organ (2004). The scale developed by Farh et al. (2004) is
an appropriate source because it has gone through rigorous validation tests in
Chinese organizations, and the selected items are conceptually consistent with
Davis et al.’s (1997) description of managers’ stewardship behaviour. The second
source of items was family business managers. Using the focus group discussion
format, we sought input from 15 family business managers, who commented
positively on the appropriateness of Farh et al. ’s organization-directed OCB items,
and suggested five additional items that they considered to be examples of exem-
plary stewardship behaviour of non-owner managers.

The 11 items were subject to exploratory factor analysis (EFA) in a pilot
study (described in the Results section); low and cross-loading items were deleted.
The selected items are listed in Appendix 2. Two factors emerged from the EFA
procedure, which we labelled ‘Dedication’; and ‘Organizational Enhancement’,
with Cronbach’s alphas being 0.77 and 0.80, respectively.

Intention to stay was measured by reverse scoring the three items from
Konovsky and Cropanzano (1991). A sample item is ‘How likely is it that you will
look for a job outside of this organization during the next ycar?’ Cronbach’s alpha
was 0.85.

Control variables. We measured legal ownership by determining whether the non-
family manager was a shareholder, and whether he or she had profit-sharing
rights with the owner. Kinship ties were coded by whether the manager had relative
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ties with the owner. We also controlled for individual backgrounds — gender, age,
education, and tenure — and company variables of firm size (the number of
employees) and firm age.

All scales except stewardship behaviour are listed in Appendix 2. Scales origi-
nally written in English; including psychological ownership and intention to stay,
were translated from English into Chinese through the back translation method
(Brislin, 1980). Benevolent leadership, relationship closeness at work, and MPO
were rated on seven-point scales ranging from I, ‘most disagree’, to 7, ‘most agree’.
Stewardship behaviour was evaluated on seven-point scales ranging from 1, ‘most
unlikely’, to 7, ‘most likely’. The items of intention to stay had three different
anchors, depending on the wording of the question. All information was provided
by the survey participants. Alpha reliabilities and AVE values for all survey meas-
ures used in this study are provided on the diagonal of Table 1 (the numbers in
parentheses).

RESULTS
Pilot Study Testing Measurements

Prior to collecting data for testing the hypotheses of the study, we conducted a pilot
study to test the reliability and validity of the stewardship behaviour measure
because some of the items were newly developed for the current study. The pilot
sample consisted of 187 part-time MBA students and EDP participants from a
business school in southern China. All of them were managers working in family
businesses. They completed the survey forms in a classroom and handed them to
the first author.

All 11 stewardship behaviour items were subject to EFA, using the principal
components method with a varimax rotation. Two factors with eigenvalues greater
than 1 emerged and were labelled ‘Organizational Enhancement’ and ‘Dedica-
tion’. We deleted four items with low or cross-loadings. All four deleted steward-
ship behaviour items were supplied by the managers, whereas all of the previously
validated items from Farh et al. (2004) had satisfactory loadings. In Appendix 1, we
listed both retained and excluded items. Cronbach’s alpha for each scale was
computed, and all of them exceeded 0.80. The loadings of the remaining seven
items ranged from 0.75 to 0.84. These items formed the measure consisting of five
from previous research and one from the managers. This measure was used in the
main study and would be subject to confirmatory factor analysis.

Evaluation of Measurements in the Main Study

Using LISREL 8.72 (Joreskog & Sérbom, 2005), we ran a series of confirmatory
factor analytic (CFA) tests of alternative measurement models against our
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hypothesized six-factor model (benevolent leadership, relationship closeness at
work, MPO, dedication, organizational enhancement, and intention to stay). The
CFA provided a more rigorous assessment of the discriminant validity of the
modified and new measures in the study. The six-factor model was tested against
five alternative factor models: measurement model 2, in which all variables were
collapsed into one factor; measurement model 3, in which the three outcome
variables were combined into one factor; measurement model 4, in which MPO
was combined with three outcome variables into one factor; measurement model
5, in which relationship closeness at work and MPO were combined into one
factor; and measurement model 6, in which benevolent leadership and relationship
closeness at work were collapsed into one factor. All of the alternative factor models
were significantly different from the six-factor model (Ay*[15] = 1769.8, p < 0.01;
A 9] =397.9, p<0.01; AY*[12]=632.3, p<0.01; AY*[5]=787.7, p<0.0l;
Ax*[5] =371.0, p < 0.01). The fit indices of these measurement models, as well as
relevant chi-square difference tests, are reported in Table 2. As can be seen in
Table 2, the goodness of fit was not acceptable for any of the five alternative factor
models, but was acceptable for the hypothesized six-factor model (¥* = 665.15,
d.f. =362, p<0.01). All indicators loaded significantly on their respective con-
structs, with standardized loadings exceeding 0.61. These results support the six-
factor measurement model.

Furthermore, to test whether dedication and organizational enhancement
are aspects of stewardship behaviour, we conducted a CFA test for the two
sub-measurements (measurement model 7, also shown in Table 2). The result
(x*=23.6, d.f. = 13, p < 0.05) was acceptable. All indicators loaded significantly on
their respective constructs, with standardized loadings exceeding 0.6 1. These results
supported the two-factor measurement model.

According to Fornell and Larcker (1981), a more stringent criterion of
discriminant validity is that across all possible pairs of constructs the average
variance extracted (AVE) for each construct should be greater than the squared
latent correlation between the pair of constructs. We calculated the square
root of AVE for each construct (in the diagonal in parentheses of Table 1) and
found that the square root of AVE for each construct was larger than any of the
correlations in the column or the row in which the construct was found. These
results lend strong support for the discriminant validity of the constructs in our
study.

Descriptive Statistics

Means, standard deviations, Cronbach’s alpha coefficients, and correlations of the
variables are illustrated in Table 1. All significant correlations were in the expected
direction. Benevolent leadership (r=0.49) and friendship ties (r=0.33) were
positively correlated with relationship closeness at work, which was positively
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correlated with MPO (r = 0.59). MPO was positively correlated with dedication
and organizational enhancement (r=0.23, 0.33), as well as intention to stay
(r=0.49). As indicated by means of the dummy variables in Table 1, 10% of the
respondents held company shares, 21% had profit sharing with the company,
9% reported kinship ties to the owner, and 16% reported friendship ties to the
owner.

Model Testing

For testing mediation hypotheses, we sought the best-fitting model among a set of
nested alternatives before examining parameter estimates (Anderson & Gerbing,
1988). In these structural models, we included as control variables those factors
that may influence managers’ psychological ownership, such as kinship ties, share-
holding, profit sharing, company age, employee number, manager’s age, educa-
tion, gender, and tenure. The lower panel of Table 2 reports the fit indices of these
models, as well as relevant chi-square difference tests. Model 1 is the hypothesized
model. From these, we made four comparisons. First, we compared model 1 with
the same model to which we added the path from benevolent leadership to MPO
(model 2). Thus, we were comparing the hypothesized full mediation to an alter-
native partial mediation for benevolent leadership, relationship closeness at work,
and MPO. The comparison showed a statistically significant chi-square difference
(Bx*[1] = 1.63, p> 0.1, ACFI < 0.01). However, according to Cheung and Rens-
vold (2002), ACFI = 0.01 or less means that the difference between the models does
not exist. Adopting the stricter criterion, we concluded that the addition of the
direct link between benevolent leadership and MPO did not add significantly to the
model.

Next, we compared model | with the same model to which we added the path
from friendship ties to MPO (model 3). This comparison involved the hypothesized
fully mediated model and an alternative partially mediated model for friendship
ties, relationship closeness at work, and MPO. Although the chi-square difference
was statistically significant (Ay*[1] = 7.97, p < 0.01), the ACFI < 0.01. Adopting the
stricter criterion recommended by Cheung and Rensvold (2002), we retained
model 1, the fully mediated model.

Third, we compared model 1 with the same model but added direct paths
from relationship closeness at work to two aspects of stewardship behaviour
(model 4). Because models 1 and 4 were not significantly different (ACFI < 0.01,
AY*[2] = 3.72, p > 0.10), we retained model 1 because it was more parsimonious.
Finally, we compared model 1 with the same model but added paths from rela-
tionship closeness at work to intention to stay (model 5). Because models 1 and 5
were not significantly different (ACFI < 0.01, Ax*[1] = 0.33, p > 0.50), we retained
model 1, the more parsimonious model. All standard estimates of path coefficients
of model | are shown in Figure 1.
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With regard to hypothesis testing, we found that benevolent leadership was
positively related to relationship closeness at work (8= 0.50), and the latter was
positively related to MPO (B = 0.55). Considering the results of model comparison,
Hypothesis 1, the mediation hypothesis, is supported. Friendship ties relates posi-
tively to relationship closeness at work (8=0.25), and the latter was positively
related to MPO (8= 0.55). These findings support Hypothesis 2.

MPO relates positively to all three outcome variables of dedication, organiza-
tional enhancement, and intention to stay, respectively (8= 0.28, 0.40, and 0.55,
respectively). No significant direct effect of relationship closeness at work was found
on stewardship behaviour or intention to stay. These results therefore support
Hypotheses 3 and 4. Of the controlling variables, sharcholding is positively related
to MPO (B =0.16), but other variables have no significant effect.

For additional tests of these mediation effects, we conducted Sobel’s (1982)
tests. Directly assessing the significance of indirect effects was in line with recent
recommendations by several scholars for looking at mediated effects (MacKinnon,
Lockwood, Hoflman, West, & Sheets, 2002). Results for our final model were as
follows: all five indirect effects were significant at 0.05 p levels (friendship ties —
MPO =0.16, benevolent leadership — MPO =0.31, relationship closeness at
work — dedication, organizational enhancement, and intention to stay (r=0.17,
0.25 and 0.34). These results support Hypotheses 1 and 2 with reference to
relationship closeness at work, mediating the positive effects of benevolent leader-
ship and friendship ties on MPO. Hypotheses 3 and 4, with reference to MPO
mediating the positive effect of relationship closeness at work on stewardship
behaviour and intention to stay, are supported.

Assessment of the Effect of Common Method Biases

According to the recommendation of Podsakoff, Mackenzie, Paine, and Bachrach
(2000), we re-estimated model 1 with a ‘common method’ first-order factor added
to the indicators of all evaluation constructs (model 6), to assess the potential effect
of common method biases on the structural parameter estimates. A comparison of
standardized parameter estimates, when common method variance was and was
not controlled for, revealed that all hypothesized relationships were significant even
with this bias controlled (See Fig. 1).

DISCUSSION

All four hypotheses were fully supported in this study. First, manager-owner
relationship closeness at work fully mediated the effect of both owners’ benevolent
leadership and manager—owner friendship ties on managers’ psychological own-
ership. Furthermore, MPO had a positive effect on stewardship behaviour and
intention to stay. The full mediation effect of relationship closeness at work high-
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lighted the social identification mechanisms through which owner leadership style
and owner—manager friendship ties influence managers’ psychological ownership
in Chinese family businesses.

Although not our research focus (as it is used as a control variable in our study),
the lack of significant effect of kinship ties on either psychological ownership or the
outcome variables (the indirect effects were tested by Sobel’s test too) is unexpected
and is inconsistent with the prevailing literature on how blood relationships
increase personal and organizational attachment and reduce opportunism (Davis
et al., 2010). We attribute the lack of positive effect of kinship ties to the fact that
they are significantly related to financial shares (r = 0.24, p < 0.01) and the latter
did show significant effects on psychological ownership and the outcome variables.
(According to the results of Sobel’s test, only the indirect effect of sharcholding on
dedication is significant at the 0.1 level, and others are significant at the 0.05 level.)
Nevertheless, the different effects of kinship ties and friendship ties are remarkable
and suggest that kinship relationships on average may not on their own breed
additional psychological ownership beyond that of financial ownership.

Contributions

The first contribution of our study, specifically related to our research on psycho-
logical ownership, lies in the social relational perspective. Although research in the
field has begun to examine non-legal and non-financial antecedents of psychologi-
cal ownership, the literature is still silent on the influence of personal and social
relationships between family and non-family members. Controlling for legal own-
ership and profit-sharing, we found a significant impact of owners’ benevolent
leadership and manager—owner friendship ties on MPO. More importantly, we
found evidence for the psychological pathways that connect the social antecedents
to non-owner managers’ psychological ownership. Such a mediation effect of
relationship closeness at work is more striking than the non-mediation effect
for financial shareholding. It suggests that cultivating close owner-manager work
relationships is the key to fostering psychological ownership in non-family related,
professional managers.

The second contribution of our study is uncovering the antecedents of MPO,
beyond financial ownership and family relationships in family businesses. The
family businesses literature has paid less attention to relationship development
outside kinship networks, with the underlying assumption being that the deep
relationship embedded in kinship ties is hard to duplicate elsewhere. However, our
study clearly demonstrates the possibility of friendship ties providing a similar effect
as that of kinship ties on psychological ownership. This means that even when
owners have no blood relationship with managers, the owners can apply benevo-
lent leadership and can develop friendship ties to enhance MPO through the
development of close working relationships with these non-family managers. These
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findings are especially meaningful for Chinese family businesses, which have been
found to be limited in size mainly due to low levels of trust between owners and
non-family members (Fukuyama, 1995; Redding, 1990).

The third contribution of the study is the integration of psychological ownership
theory with stewardship theory. Although scholars have proposed the link between
psychological ownership and stewardship behaviour (Corbetta & Salvato, 2004;
Hernandez, 2012), there is little empirical research substantiating such linkage.
Our study not only provides empirical support for the correlation between psy-
chological ownership and stewardship behaviour, but also shows how organiza-
tional factors such as executive leadership style affect managers’ stewardship
behaviour through the mediation of psychological ownership.

A final contribution of this study lies in its potential to stimulate cross-cultural
studies. Our findings are consistent with previous research that demonstrates the
significance of interpersonal relationships in societies based on Confucianism
(Chai & Rhee, 2010; Hui, Lee, & Rousseau, 2004). The question arises, then, of
whether the findings generalize to family firms in other emerging economies that
have traditions of collectivism, or to those in Western economies with cultural
traditions of individualism. Future studies could productively compare owner
leadership styles and owner—-manager relationships in family firms across nations
and cultures.

Limitations

One major limitation of the current study is that the data used for testing the
models are cross-sectional and were collected from the same source, namely
managers. Thus the causal effects between the independent and dependent vari-
ables in our model need future replication with a longitudinal or an experimental
design. In an attempt to decrease the same-source bias, we collected more ‘objec-
tively’ verifiable data such as kinship and friendship ties, which allowed us to
examine their relationship with the more subjective measure of relationship close-
ness, but the risk of common method variance still exists. A second major limitation
1s that the conception and the measurement of stewardship behaviour need to be
improved. Our measure of stewardship behaviour is based partly on Davis et al.’s
umbrella definition and partly on input from managers. However, Hernandez
(2012) conceptualized stewardship behaviour as being distinct from organization-
ally directed OCB, in that stewardship behaviour emphasizes those behaviours
that are targeted toward enhancing the long-term, intergenerational well-being of
the organization. Future empirical research can add stewardship items that are
targeted at the long-term interests of the organization. Alternatively, in view of the
difficulty in obtaining specific yet comprehensive stewardship behaviour, percep-
tional or reputational measures may be useful. For example, summary questions
can be asked about the extent to which a focal manager acts like an excellent
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steward. Last, we derived our hypotheses about the effects of leadership styles and
particularistic ties on the basis of relational and organizational identities. While we
emphasized their similarity, it is possible that these are independent mechanisms.
Future research could include social identity to test its effects above and beyond
relationship closeness.

Future Research Implications

Despite these limitations, the current study has important research implications. In
a society lacking strong institutional trust, developing stewardship relationships
between family owners and professional managers is a challenging but necessary
task for growing Chinese family businesses (Chua, Chen, Kirkman, Li, Rynes, &
Gomez-Mejia, 2012; Zhang & Ma, 2009). Consistent with psychological owner-
ship and stewardship theories, our study demonstrates the potential for fostering
stewardship behaviour among non-family members, managers and lower-level
employees alike, through cultivating psychological ownership. To stimulate future
studies, we indentify a few additional ways to generate psychological ownership of
non-family employees. First, the antecedents on which we focused in this study
(namely, benevolent leadership style and owner-manager friendship ties) aflect
psychological ownership primarily by satisfying the managers’ self and social iden-
tity motives. Future research can explore antecedents that target the eficacy and
effectance motives of the managers. For example, empowering leadership (Zhang
& Bartol, 2010) and developmental leadership (Manz & Sims, 1987) could generate
feelings of efficacious control and influence over the work environment. Second,
leadership style and owner—-manager relationships, while having clear organiza-
tional implications, are still rooted in the personal and interpersonal actions of the
owner and the managers; future research could explore organizational factors.
Examples include an organizational culture valuing egalitarianism, participation,
and open communication vs. hierarchy, centralization, and secrecy, and an
employment relationship characterized as involving long-term social exchanges vs.
short-term economic exchanges (De Jong, Schalk, & De Cuyper, 2009). Parallel to
these more pervasive and institutionalized practices are organizational-level psy-
chological antecedents such as institutional trust and organizational identification
(Li, Bai, & Xi, 2012). These institutional level antecedents may substitute, supple-
ment, or enhance the personal or dyadic-level antecedents. More importantly,
institutional antecedents may exert broader influence than interpersonal anteced-
ents to the extent that the owner cannot develop close relations with each and every
manager or employee. Institutional antecedents may also have an advantage over
the personal characteristics of the owner because once established the former is less
susceptible to problems associated with leader succession or change. Finally, future
research can investigate individual characteristics of the professional manager and
the person-organization fit (Chatman, 1989) between the professional manager
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and the family business in terms of values, career aspirations, and the stages of
personal and organizational life.

Managerial Implications

Our study carries meaningful implications for family businesses. First, while legal
ownership sharing may be the classic means of fostering identification, MPO, and
stewardship of non-family members, family business owners have social and rela-
tional means available to them to foster psychological ownership and to motivate
stewardship behaviour. Second, our study shows that the family business owner-
executive can capitalize not only on current friendship ties, but also on her or his
own leadership style, to enhance non-family managers’ psychological ownership.
Third, it is not the friendship ties, or the leadership style per se, but rather the actual
owner-manager work relationship quality that generates managers’ psychological
ownership. The key is in the ways that personal and organizational resources can
be used to cultivate personal and social identification, and to develop a sense of
autonomy and efficacy so that the key non-family members of the organization feel
as if they, too, own the family business.

CONCLUSION

Although Chinese family business research lauded kinship ties as an effective
means for controlling managerial opportunism (Chua etal., 2012), this study
highlights the psychological ownership of non-family members, especially those in
managerial positions. It appears that financial capital and social capital affect
psychological ownership differently. Substantive financial stakes in a family busi-
ness, be they held by family or non-family members, may directly generate psy-
chological ownership, which in turn will promote stewardship behaviour. Social/
guanyi tics, on the other hand, generate psychological ownership indirectly through
the cultivation of close work relationships. It is also worth pointing out that our
study suggests that friendship ties can have an advantage over kinship ties in that
the former has more capacity than the latter to foster psychological ownership
above and beyond the direct effect of financial ownership. It goes without saying
that stewardship in family business is most likely when owners offer their managers
both a financial stake and a long-term employment relationship that fosters strong
social identification with the organization as well as with the owner.
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APPENDIX 1

EFA result of the pilot study

The items of the measurements Factor

Stewardship Behaviour (SB)

Dedication
1. Taking work seriously even if it is not part of the performance appraisal’ 0.240 0.431
2. Voluntarily working overtime without financial compensation 0.029 0.809
3. Doing things that are not required by the job but are beneficial to the 0.376  0.761
company
4. Voluntarily taking on extra tasks without being asked to 0.286  0.757
5. Overcoming obstacles in performing tasks' 0.536 0.489
Organizational Enhancement
6. Trying one’s best to save costs for the company! 0.619 0423
7. Making suggestions beneficial to the growth of the company 0.836 0.188
8. Eliminating employee behaviours that may hurt the interests of the company  0.816  0.228
9. Eliminating unfair phenomena in the company! 0.540 0.196
10. Voluntarily recommending products and services of the company to outsiders  0.831  0.180
11. Using personal social network to help the company 0.747 0.271
Note:

Extraction Method: Principal Component Analysis; Rotation Method: Varimax with Kaiser Normalization.
! The deleted items.

APPENDIX 2

Items of the benevolent leadership scale, guanxi closeness at work
scale, psychological ownership scale, and intention to stay scale

Benevolent Leadership
Beyond work relations, he/she expresses concern about my daily life.

He/She ordinarily shows a kind concern for my comfort.
He/She will help me when I’'m in an emergency.

Ll S e

He/She takes very thoughtful care of subordinates who have spent a long time
with him/her.
5. He/She takes good care of my family members as well.

Guanxi Closeness at Work

1. We understand each other at work.

2. We support each other at work.

3. We keep the other party’s interest in mind at work.
4. We respect each other’s point of view at work.
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5. We can fully communicate about the problems at work.
6. We trust each other at work.
7. We always take other’s interest in consideration at work.

Psychological Ownership

This is my organization.

I feel that this company 1s ours.

I feel a very high degree of personal ownership for this organization.
I feel that this is my company.

This 1s our company.

I feel as though I own the company.

NOo O D=

It is hard for me to think of this organization as mine. (Reversed)
Intention to Stay

1. How likely is it that you will look for a job outside of this organization during the
next year? (Reversed)

2. How often do you think about quitting your job at this organization? (Reversed)

3. If it were possible, how much would you like to get a new job? (Reversed)
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