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Extant research on exchange-listed firms has acknowledged that the concentration of
ownership and the identity of owners make a difference. In addition, studies indicate that
firms with a dominant owner outperform firms with dispersed ownership. During the last few
years, scholars have identified one group of owners, in particular, whose ownership stake in
publicly listed firm is positively related to performance: the business family. While
acknowledging that family firms represent a unique organizational form, scholars have
identified various concepts and theories in order to understand how the family influences
organizational processes and firm performance. Despite multitude of research, scholars have
not been able to present clear results on how firm performance is actually impacted by the
family. In other words, studies comparing the performance of listed family and other types of
firms have remained descriptive in nature since they lack empirical data and confirmation
from the family business representatives. What seems to be missing is a convincing theory
that links the involvement and behavioral consequences. Accordingly, scholars have not yet
come to a mutual understanding of what precisely constitutes a family business. The variety
of different definitions and theories has made comparability of different results difficult for
instance. These two issues have hampered the development of a rigorous theory of family
business.

The overall objective of this study is to describe and understand how the family as a dominant
owner can enhance firm performance, and can act a source of sustainable success in listed
companies. In more detail, in order to develop understanding of the unique factors that can act
as competitive advantages for listed family firms, this study is based on a qualitative approach
and aims at theory development, not theory verification. The data in this study consist of 16
thematic interviews with CEQOs, members of the board, supervisory board chairs, and
founders of Finnish listed-family firms.

The study consists of two parts. The first part introduces the research topic, research
paradigm, methods, and publications, and also discusses the overall outcomes and
contributions of the publications. The second part consists of four publications that address
the research questions from different viewpoints. The analyses of this study indicate that
family ownership in listed companies represents a structure that differs from the traditional
views of agency and stewardship, as well as from resource-based and stakeholder views. As
opposed to these theories and shareholder capitalism which consider humans as
individualistic, opportunistic, and self-serving, and assume that the behaviors of an investor
are based on the incentives and motivations to maximize private profits, the family owners
form a collective social unit that is motivated to act together toward their mutual purpose or
benefit. In addition, socio-emotional and psychological elements of ownership define the



family members as owners, rather than the legal and financial dimensions of ownership. That
is, collective psychological ownership of family over the business (F-CPO) can be seen as a
construct that comprehensively captures the fusion between the family and the business.
Moreover, it captures the realized, rather than merely potential, family influence on and
interaction with the business, and thereby brings more theoretical clarity of the nature of the
fusion between the family and the business, and offers a solution to the problem of family
business definition. This doctoral dissertation provides academics, policy-makers, family
business practitioners, and the society at large with many implications considering family and
business relationships.

Keywords: publicly listed firms, family firms, firm performance, collective psychological
ownership

UDC 334.722.24:336.76:65.012.4
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PART I: AN OVERVIEW OF THE DISSERTATION






1. INTRODUCTION

Worldwide, small and medium-sized enterprises (SMEs) constitute the dominant form of
organization of companies since it is estimated that they represent between 95% and 99% of
the population of all companies (e.g., Kerr, 2006; Lukécs, 2005). However, as noted by Mazzi
(2011), exchange-listed companies have long been considered as an optimal paradigm for
larger firms in terms of value creation and efficient allocation of resources (see also Berle &
Means, 1932). Despite representing the minority of companies, publicly listed and traded
firms have great economic and social importance, since taken as a whole, by any measure,
they constitute an important force in the global economy by providing major employment and

contributing to economic production, development, growth and wealth creation.

These publicly held companies have several inherent advantages over privately held
companies, listing is noted to be beneficial to the company, the investor, and the public at
large. For instance, listed companies have greater access to financing than other companies
since they are able to raise substantial amount of funds and capital in the public capital
markets through the sale (in the primary or secondary market) of their securities, whether debt
or equity. This is the main reason why publicly traded corporations are important in society;
prior to their existence, it was very difficult to obtain large amounts of funds for private
companies. Accordingly, listed companies are able to trade the control of the company. (e.g.,
Jenkinson & Ljungqvist, 2001) Moreover, all transactions in securities are supervised and
controlled by the regulatory mechanisms of the stock exchange which prevents unfair trade
practices, improves confidence, and protects small investors (e.g., La Porta, Lopez-de-Silanes,
Scleifer & Vishny, 2000; Vogel 1996). Accordingly, the requirements set for reporting and
daily updates on the share price on the stock provide more transparency to the business; they
provide investors and the public with important information to rely on when making decisions
(e.g., Healy & Palepu, 2001; Sanger & McConnell, 1986).

Not all listed firms are similar, however. Concentration of ownership and the identity of
owners are among the factors identified as making a difference in listed firms (e.g., Berle &
Means, 1932; Demsetz & Lehn, 1985; Pedersen & Thomsen, 2003; Thomsen & Pedersen,
2000; Villalonga & Amit, 2006; Williamson, 1985). Moreover, recent studies indicate that
firms with a dominant owner outperform firms with dispersed ownership (e.g., Anderson &

Reeb, 2003; Andres, 2008). Over the past years, researchers have identified one group of
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owners in particular whose ownership stake in ublicly listed firm is positively related to

performance: the business family.

While acknowledging that family firms represent a unique organizational form, researchers
have employed various theoretical perspectives in order to examine family-owned and
managed enterprises during the last few decades (e.g., Aldrich & CIiff, 2003; Chrisman,
Steier, & Chua, 2006; Dyer, 2003; Randgy & Goel, 2003; Zahra, Hayton, & Salvato, 2004).
Hence, scholars have identified various concepts and theories in order to understand how the
family influences organizational processes and firm performance. Despite the increasing
academic attention and considerable scholarly efforts made in this area, some important
research gaps still exist. This doctoral dissertation on Management and Organizations’ aims
to fill a few of these gaps by participating in the discussion of firm performance in listed
family firms (e.g., Anderson & Reeb, 2003; Klein, Shapiro & Young, 2005; Martinez, Stéhr,
& Quiroga, 2007; Villalonga & Amit, 2006).

In more detail, this doctoral dissertation investigates the following issues: 1) how previous
research has explained performance differentials between listed family and non-family firms,
2) how the family as on owner-collective can enhance performance in listed firms, 3) how
certain stakeholder relations can promote or hinder the success of listed family firms, and 4)
how collective psychological ownership can help explain the fusion between the family and
the business. First, by conducting a systematic review of comparative performance studies, a
more comprehensive framework of the performance differentials, independent variables and
theoretical frameworks used to explain firm performance differences between listed family
and non-family firms is obtained. Moreover, important limitations and research gaps that have
not yet been acknowledged in this area are uncovered. Second, by providing in-depth

empirical evidence from listed family firms, we are able to map the mechanisms by which

1 The discipline of Management and Organizations consists of several fields (i.e. aggregated areas of study that roughly
correspond to the divisions that exist in the Academy of Management (AOM), see for example, Zahra and Newey, 2009). If
categorized according to the AOM Divisions (AOM, 2014; aom.org accessed 6.8.2014), this dissertation falls within the
limits of Organizational Behavior which is devoted to understanding individuals and groups within an organizational context.
The topics of interest in this field include individual, interpersonal, group/team and organizational processes such as beliefs,
values, social exchange, cooperation and communication, to name but a few. It also discusses their influences on individual,
interpersonal, group, and organizational outcomes such as performance, creativity, attachment, citizenship behaviors, stress,
absenteeism, turnover, deviance, and ethical behavior.
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family ownership and family’s involvement in business leads to improved performance.
Thereby, the potential causal connections between family involvement and firm performance
are discovered. Fourth, by elaborating existing theory, a highly important understanding of
the contextual factors that lie beneath the fusion between the family and the business is

developed.

Further, this research is based on four publications in the theoretical and empirical contexts of
family firms: 1) a systematic review of studies investigating performance differences between
listed family and non-family firms, 2) families as determined owners of listed firms, 3)
families as trusted owners of listed firms: creating stakeholder value in a hostile tax
envinroment, and 4) a collective psychological ownership approach to capturing realized
family influence on business. Publication 1 gathers the previous empirical research on
performance differentials in listed family versus non-family companies. Publications 2 and 3
focus on explaining why and how listed family firms outperform their non-family
counterparts as described by family firm key representatives. Due to the lack of theoretical
clarity in research in this area, impact is sought with the investigation of several closely
related themes emerging from the data and previous literature, instead of focusing deeply on
one theme in the potential factors explaining the success of listed family firms. With this
approach, it is possible to further the theory on listed family firms to a wider scope than
would be the case if concentrating on a single theme. Finally, Publication 4 focuses on
exploring the fusion between the family and the business in great depth, in order to better

specify whether a firm can be regarded as a family firm or not.

The purpose of this doctoral dissertation is to generate and to develop new knowledge on the
performance of listed family firms (although some elements of this study, such as collective
psychological ownership as an explanatory factor of family influence, can be applied to
family business SMEs as well). In order to gain international impact and add more value to
this dissertation, | decided to focus on and contribute to internationally (more) accessible
research. In other words, all references are solely published in academic journals (or books) in
English. In the following, | introduce the dissertation in more detail by representing: 1) the
background of the research, 2) the research gaps and objectives, 3) the key constructs and

scope, and 4) the outline of the thesis.
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1.1 Research background

The research background of this doctoral dissertation reflects the research questions and the
theories relevant to the research questions. There are at least two main themes that should be
noted in the studies of listed family firm performance. First, what are the notions in the
previous literature about the family as an owner in listed firms (e.g., Villalonga & Amit,
2006)? Second, what is the definition of a family business (e.g., Sharma, 2004)? In more
detail, how has the fusion between the family and the business been described in previous

research? These themes are discussed in the following.

Worldwide, family firms represent the dominating organizational form, since 50 to 95% of all
firms (depending on the source, context, or definition) are considered family firms (van
Buuren, 2007; Gersick, Davis, Hampton & Lansberg, 1997; Sharma, 2004). > Though family
firms are especially prevalent among privately-owned SMEs (Daily & Dollinger, 1992;
Donckels & Frohlich, 1991; Gomez-Mejia, Cruz, Berrone & De Castro, 2011), studies show
that many of the largest publicly traded exchange-listed companies are also family businesses
(Anderson & Reeb, 2003; Claessens, Djankov & Lang, 2000; Faccio & Lang, 2002; La-Porta,
Lopez-de-Silanes & Shleifer, 1999). ® Hence, as Villalonga and Amit (2006) note: “family
firms are at least as common among public corporations around the world as are widely held
and other nonfamily firms” (p. 2). However, it is suggested that when families act as majority
owners of listed firms, some great challenges may arise. Concerning this discussion, the main

theoretical approach utilized has been the agency perspective.

2 Gersick et al. (1997) suggest that even the most conservative estimates put the portion of all companies worldwide owned
or managed by families between 65 and 80%. In more detail, van Buuren (2007) builds on the notions made by Timmons and
Spinelli (2007) suggesting that the numbers for various countries are: Italy (93%), Finland (80%), Sweden (79%), Australia
(75%), UK (70%), Germany (60%), and France (60%). Hence, Sharma (2004) notes that has been estimated that there are
between 3 to 24.2 million family firms in the United States, and they provide employment to 27-62% of the workforce and
contribute 29-64% of the national GDP.

3 Anderson and Reeb (2003) found that families controlled more than one third of the S&P 500 companies during 1992-
1999. Claessens, Djankov and Lang (2000) examined 2980 large companies in nine East Asian countries and found that more
than two thirds of them were controlled by families or individuals. Faccio and Lang (2002) analyzed ownership and control
in 5323 public companies in 12 Western European countries and found that 44% of firms were family controlled and 34% are
widely-held. La Porta et al. (1999) examined the ownership and control structures of the 20 largest publicly traded firms in
each of the 27 generally richest economies. They report that 65% of these firms in Argentina and 70% of these firms in Hong
Kong have at least a 20% family stake. Hence, from the whole sample, in large firms, 30% of shares are controlled by
families and in smaller firms (using a less restrictive definition of control - a 10% threshold as opposed to 20 %), the
proportion of family-controlled firms in their sample rises to 53%.
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According to agency theory, in large companies, the separation of ownership and control
results in a situation in which the owners become principals when they designate executives
to manage and monitor the company on their behalf. This authorization and tradable
ownership can create fundamental conflicts of interest between those who bear the risk (the
owner-principals) and those who manage the risk (the manager-agents). (Eisenhardt, 1989)
These so-called agency problems can arise because both parties may strive to maximize their
self-interest (Jensen & Meckling, 1976; Ross, 1973), act opportunistically, pursue conflicting
goals and incentives, and dispose of asymmetric information (Ang, Cole, & Lin, 2000;
Demsetz, 1988; Eisenhardt, 1989; Fama & Jensen, 1983).

Further, the problem related to opportunistic behavior and lack of motivation is referred to as
the moral hazard problem (Jensen & Meckling, 1976), whereas the problem related to
information asymmetry is called the adverse selection problem (Akerlof, 1970). In more
detail, moral hazard refers to a lack of effort and shirking on the part of the agent. Adverse
selection refers to misrepresentation of ability by the agent. That is, the principal may have
uncertainty regarding the agent’s willingness, talent, skills, and abilities to perform tasks
assigned to them. (Eisenhardt, 1989) The activities carried out by the principals to reduce
information asymmetries, to monitor the agents, and to strive for goal alignment can induce

significant expenses, which are subsumed as agency costs (Jensen & Meckling, 1976).

According to Chrisman, Chua and Sharma (2005): “while agency problems can arise in
transactions between any two groups of shareholders, researchers applying agency theory to
family firms have concentrated primarily on the relationships between the owners and
managers (principal — agent problem), and secondarily between majority and minority
shareholders (principal — principal problem)” (p. 560). Previous studies note that costs
between owners and managerial agents can be advantageously low in family firms if there is a
close alignment or similarity between the interests of owners and managers (e.g., Miller & Le-
Breton-Miller, 2006). However, family firms can create other unique agency problems that
impair firm performance (Gomez-Mejia, Haynes, Nufez-Nickel, Jacobson, & Moyano-
Fuentes, 2007; Lubatkin, Schulze, Ling, & Dino, 2005; Schulze, Lubatkin, Dino, &
Buchholtz, 2001).

Scholars note that the principal-principal problem is more evident in listed family firms. That

is, concentrated ownership (combined with an absence of effective external governance
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mechanisms) can result in conflicts between controlling shareholders and minority
shareholders (Morck, Wolfenzon, & Yeung, 2005). In more detail, major shareholders’
interests may not necessarily be in line with those of other shareholders (Fama & Jensen,
1985), and the family might serve as their potentially exploitative de facto agents (Morck &
Yeung, 2003; Villalonga & Amit, 2006). Young, Peng, Ahlstrom, Bruton and Jiang (2008)
have stated that principal-principal conflicts are often characterized by elements (related to
poor institutional protection of minority shareholders, and indicators of weak governance)
such as lower levels of dividends payout (La Porta et al., 2000), less investment in innovation
(Morck et al., 2005), less information contained in stock prices (Morck, Yeung, & Yu, 2000),
and inefficient strategies (Filatotchev, Wright, Uhlenbruck, Tihanyi & Hoskisson, 2003;
Wourgler, 2000). In more detail, the concern is that family board members and executives may
extract private benefits from the firm at the expense of minority shareholders (expropriation),
or they might act for the controlling family, but not for shareholders in general, for instance
by pursuing different objectives than pure maximizing of share value (e.g., long-term
strategies, growth) (e.g., Isakov & Weisskopf, 2014; Silva & Majluf, 2008; Villalonga &
Amit, 2006). Accordingly, families may hand over executive positions to family members
with average talent, when in fact hired professionals would be better for firm performance
(Burkart, Panunzi & Shleifer, 2003). In addition, selecting family members for management
positions and the supervisory board may also increase entrenchment and may lower firm
value, since external parties can hardly capture control of the firm. Thereby, some maintain
that families as major shareholders incur costs that both directly and indirectly come at the

expense of profits, firm value, and performance.

Despite this criticism of dominant family ownership in listed firms, comparative firm
performance studies acknowledge that listed family firms outperform listed non-family firms
in many dimensions, such as profit margins, growth rates, stability of earnings, and return on
investment (e.g., Anderson & Reeb, 2004; Klein et al., 2005; Villalonga & Amit, 2006). In
more detail, these studies find that family involvement in ownership, control, and
management are positively related to profitability, financial structures, and organizational
performance. However, there are also empirical findings that are somewhat inconclusive and
ambiguous (e.g., Allouche, Amann, Jassaud & Kurashina, 2008; Ding & Pukthuanthong,
2013; EKlund, Palmberg & Wiberg 2013; Erbetta, Menozzi, Corbetta & Fraquelli, 2013).
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Amit and Villalonga (2013) argue that before we can discuss family business performance, it
is important to discuss the relative prevalence of family and non-family businesses in the
economy under different definitions. This is because the empirical relation between family
ownership, control, or management and firm performance is contingent on the definition of
family business used (Villalonga & Amit, 2013). The use of many different definitions has
become problematic in family business research, because it makes the comparability of
different results difficult, for instance (e.g., Astrachan, Klein & Smyrnios, 2002).

Using a systems perspective, early family business studies defined family businesses as
organizations in which the family and business are intertwined — in which the behavior of
firms and the actors within them are influenced by the familial relationships that are part of
the organizational landscape (Chua, Chrisman, & Sharma, 1999). Hence, family businesses
were viewed as social “metasystems” comprising three broad subsystem components: 1) the
controlling family unit — representing the history, traditions, and life cycle of the family; 2)
the business entity — representing the strategies and structures utilized to generate wealth; and
3) the individual family members — representing the interests, skills, and life stage of the

participating family owners/managers (Habbershon, Williams & MacMillan, 2003).

The fundamental role of the family in this particular form of business was well illustrated by
the three circle model (Tagiuri & Davis, 1996) and its later applications (Gersick, Lansberg,
Desjardins, & Dunn, 1999). The first one proposes a model of family businesses in which the
key attributes of family businesses derive from overlapping membership of family,
ownership, and management groups. The key attributes emerging from the overlap are
simultaneous roles, shared identity, a lifelong common history, emotional involvement,
private language, mutual awareness, privacy, and the symbolic meaning of the family
company. Each of these attributes can occur as both strengths and weaknesses, which
explains the common description of the model as a “bivalent attribute” model. The second
one, on the other hand, explains how each of the subsystems (ownership, business, and
family) move through stages over time. Consequently, these models suggest that a family
business consists of overlapping subsystems with clear boundaries between the family and the
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business at a basic level (Davis, 1983) and between ownership (Lansberg, 1983; Tagiuri &

Davis, 1996) and management (Beckhard & Dyer, 1983) at a more complex level*.

Overall, while family involvement has been understood to be the key factor distinguishing
family businesses from other organizational forms (Astrachan & Shanker, 2003; Sharma,
2004; Westhead & Cowling, 1998), researchers grapple with the fundamental question of the
aspects of family involvement that differentiate these firms from others (Sharma, 2004).
Toward this end, three primary definitional approaches used in the literature have been
distinguished as the ‘components of family involvement’, ‘essence of family involvement” and
‘integrative’ approaches (Astrachan et al., 2002; Chua et al., 1999). First, the dominant
‘components’ approach to family involvement captures the extent and mode of family
involvement in management, ownership, governance, and succession (Klein, Astrachan &
Smyrnios 2005; Westhead & Cowling, 1998). Second, the ‘essence’ approach refers to the
distinctive characteristics that arise from family influence in the business and focuses on the
behavioral consequences of family involvement in business (Chua et al., 1999; Klein et al.,
2005). Finally, the ‘integrative’ approach described by Astrachan and colleagues (2002)
suggests that the extent to which any firm is a family business is reflected in the level of
family influence on the business and its operation. They provide a multidimensional
measurement instrument, Family-Power, Experience and Culture (F-PEC) Scale, to measure
the family's influence in business, and present how it enables the assessment of family

influence on a continuous scale (for scale items, see Klein et al., 2005: 328).

As we can see, numerous attempts have been made to articulate conceptual and operational
definitions of a family firm. In more detail, as Sharma (2004, 3) put it: “various scholars have
reviewed existing definitions, made attempts of consolidation of thoughts, and conceptualized
another definition of family firms” (e.g., Chua et al., 1999; Handler, 1989; Litz, 1995), but no
widespread acceptance of the definition appears, and the family business definition problem

has remained in the field.

4 For a comprehensive review of this body of literature, see Pieper and Klein, 2007.
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1.2 Research gaps and objectives

Research on organizational performance (see Richard, Devinney, Yip & Johnson, 2009) in
family firms has received increased scholarly attention in the last few years (e.g., Amit &
Villalonga, 2013; Anderson & Reeb, 2003; Klein et al., 2005; Martinez et al., 2007). So far,
scholars have made serious attempts to analyze the current state of knowledge and
systematization of the existing results concerning the relation between family involvement
and a firm’s financial performance (e.g., Carney, Van Essen, Gedajlovic & Heugens, 2013;
Mazzi, 2011; O’Boyle, Pollack & Rutherford, 2012). For instance, Garcia-Castro and
Aguilera (2014) have investigated the family involvement and firm performance relationship
in a novel manner. Applying set-theoretic methods® (e.g., Ragin, 2008), they have identified
particular configurations that are associated with superior firm performance in both listed and
non-listed family firms. They note that family involvement components related to family
ownership, family management, family governance and succession (see also Astrachan et al.,
2002; Villalonga & Amit, 2006) are the most commonly used components that are connected
to superior financial performance of family firms. In addition, Mazzi (2011) has conducted a
systematic review (e.g., Tranfield, Denyer & Smart, 2003) and studied the links between
family ownership, control, management and firm performance, focusing on financial
relations. She came to the conclusion that family business and performance relationships are
very complex and probably moderated or mediated by factors that have not been included in
previous empirical analyses. Moreover, Carney et al. (2013) and O’Boyle et al. (2012) have
employed meta-analysis techniques (e.g., Bornstein, Hedges, Higgins & Rothstein, 2009;
Schmidt & Hunter, 2014) and studied performance relations in family firms, suggesting that
additional moderator effects and family business defining characteristics other than family

involvement should be sought.

5 The set-theoretic method is non-correlational approach in which no prior assumptions about the underlying distribution of
the variables (i.e., normality) are made (Garcia-Castro & Aguilera, 2014). Thereby, it allows “the researcher to address both
quantitative as well as qualitative aspects of the phenomena being researched” (Garcia-Castro & Aguilera, 2014, 89). In
more detail, the set-theoretic analysis “aims to uncover configurations of qualitative and quantitative attributes that lead to a
given outcome and establishes relationships between the different configurations as a whole” (Garcia-Castro & Aguilera,
2014, 89). Accordingly, the set-theoretic analysis assumes that a given causal condition may be necessary or sufficient for an
outcome, together with combinations of jointly sufficient causal conditions (Ragin, 2008). This implies that a causal
condition found to be related in one configuration may even have an inverse relation in some other combination; in other
words, the effect of causal conditions is not necessarily symmetric (causal asymmetry) (Garcia-Castro & Aguilera, 2014).
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Despite considerable scholarly efforts made in these studies, some great challenges and
important research gaps still exist. First, there have been relatively few studies that have
investigated the family involvement and performance relationship in a systematic way; only
the study conducted by Mazzi (2011) used this analysis tool. Second, those scholars who
have explored comparative firm performance studies (by applying meta-analyses or set-
theoric methods, for instance) have either included both exchange-listed and privately held
family firms and non-family firms in their research (e.g., Garcia-Castro & Aguilera, 2014;
Mazzi, 2011; O’Boyle et al., 2012) or excluded exchange-listed family firms from their
studies (e.g., Carney et al., 2013). In other words, they have not focused on the specific
characteristics of exchange-listed firms and have not yet conducted literature reviews on
empirical studies that exclusively focus on comparing the performance differences between
listed family and non-family firms. However, it is worth highlighting that family firms are a
very heterogeneous group with regard to size, branch, age, and ownership-management
structure (Birley, 2001; Handler, 1989; Holland & Boulton, 1984; Sharma, 2004), and
therefore, these specific aspects should be taken into consideration. In more detail, since much
family business research is from the SME context, it serves to question whether we can
simply adopt knowledge from non-listed firms and assume that it also applies in the context
of listed firms. After all, listed firms operate under different regulations from non-listed
companies (e.g., Pagano, Panetta & Zingales, 1998; Rainey, Backoff & Levine, 1976), which
may have an effect also on or set boundaries to family influence as compared to what is
witnessed in the context of family-owned SMEs. Therefore, those findings from non-listed
family firms may not directly apply to listed family businesses. In other words, one should not
just assume that the same theories and concepts are valid in different contexts, but instead
scholars should categorize family firms and look for context specific-explanations for family
firm success. Accordingly, a comprehensive framework and systematic review of previous
empirical studies concentrating in particular on the special characteristics of listed firms, is

still missing from the field. This is the research gap that Publication 1 aims to fill.

Moreover, so far, research in the context of listed family firms has largely relied on regression
analysis (Rutherford, Kuratko & Holt, 2008), which presents some limitations when dealing
with complex configurations. In more detail, Garcia-Castro and Aguilera (2014) have noted
that regression analysis limits the systematic exploration of the conditions of complementarity
and substitutability of different components of family involvement, for instance (see also Fiss,

2007; Ragin, 2008). Hence, as noted by Lee (2006): “In particular, the regression analysis
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has revealed little about the contributions of the unique attributes of family firms, including
higher levels of trust, commitment and loyalty. Despite their role in organizational behavior
and strategic management, these variables are not directly observable and thus are largely
ignored in the present study.” (p. 113). Hence, despite considerable scholarly efforts in firm
performance research, studies comparing the performance of listed family and other types of
firms have remained descriptive in nature since they lack empirical data and confirmation
from the family business representatives. In other words, scholars have not been able to
establish a comprehensive framework as to how and why listed family firms outperform their
non-family counterparts. In more detail, most previous studies have investigated specific
causal relationships between various variables, but have not used qualitative research methods
in order to discover the potential causal connections between family ownership and listed
family firm performance. That is, they do not present clear results on how firm performance is
actually affected by the family. Hence, scholars have not been able to establish an in-depth
understanding of various factors that explain why listed family firms outperform other widely
held firms. That is, the processes through which family involvement produces its effects, and
the meaning of this connection, remain theoretically and conceptually unclear (cf. Rutherford
et al., 2008). What seems to be missing is a convincing theory that links the involvement and
behavioral consequences. This has hampered the development of a rigorous theory of family
business. Therefore, in order to understand the competitive advantages and unique resources
of listed family firms, more empirical research that aims for qualitative theory elaboration and

development (instead of quantitative theory verification) is needed.

In more detail, previous comparative firm performance studies (e.g., Anderson & Reeb, 2003;
Villalonga & Amit, 2006) guide me to examine how family ownership makes a difference in
listed companies. That is, based on the notions in previous family business research,
according to which the family is an integral aspect of economic activity and organizational
life, and family members often play an important role in business affecting critically the
achievement of strategic fit and success (e.g., Aldrich & CIiff, 2003; Anderson, Mansi &
Reeb, 2003; Lindow, Stubner & Wulf, 2010; Steier, 2003; Villalonga & Amit, 2006,
Zellweger, Fueglistaller & Meister, 2007), it would be important investigate the mechanisms
through which family ownership promotes performance of listed firms. Publication 2 aims to

fill this gap.
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In addition, regardless of the notion that stakeholders besides the minority shareholders have
major implications and effects on the business and firm performance, there is a lack of
empirical evidence concerning family and stakeholder relations. That is to say, which
stakeholders are identified as playing a particular role in the success of family business? In
addition, how and why do the stakeholders support or hinder the success of family firms? As
presented in previous studies, more emphasis should be put on the stakeholder approach (e.g.,
Donaldson & Preston, 1995; Freeman, Wicks & Parmar, 2004) because of the research
suggesting that a company cannot maximize its value if it ignores its stakeholders (e.g.,

Jensen, 2001). Publication 3 serves to fill this research gap.

In recent years, besides financial performance differentials between publicly-listed family and
non-family firms (Anderson & Reeb, 2003; Anderson & Reeb, 2004; Andres, 2008; Sraer &
Thesmar, 2007), much attention has been given to the definition of a family business (e.g.,
Chua et al., 1999; Rutherford et al., 2008). Although researchers have tried to develop a
satisfactory definition of a family business®, there still seems to be no general and widely
accepted consensus on the subject (e.g., Miller, LeBreton-Miller, Lester & Cannella, 2007).
As presented in the previous chapter, scholars have not yet come to a mutual understanding of
what precisely constitutes a family business. The commonly employed operationalizations of
family businesses are structured on the basis of variables such as the percentage of shares
owned by the family, and/or family members’ participation in management. That is, most
studies maintain that, as long as the family is primarily in control of the firm, the business can
be defined as a family business (e.g., Chua et al., 1999; Litz, 1995; Tagiuri & Davis, 1996). In
other words, most studies maintain that one of the most apparent differentiating characteristics
of a family business is family ownership (e.g., Chrisman, Chua & Litz, 2004; Corbetta &
Salvato, 2004; Gomez-Mejia, Cruz, Berrone & De Castro, 2001; Schulze et al., 2001).

Although multidimensional measurement instruments such as the F-PEC Scale have emerged
as a widely used solution to the family business definition problem, and have considerably
advanced the measurement of family influence (e.g., Holt, Rutherford & Kuratko, 2010; Klein
et al., 2005; Klein, 2003; Pieper, 2003; VVaramaéki, Pihkala & Routamaa, 2003), they are not

6 For a comprehensive overview of these definitions, see Chua et al., 1999 and Miller, Le-Breton-Miller, Lester and
Cannella, 2007.
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without weaknesses. The biggest problem with the F-PEC scale is that it remains rather
descriptive in nature. It measures merely how a family might affect the business, and does not
capture the extent to which the influence potential is actually realized. If the family potential
is not realized, one can ask: what is the difference between a family business and any other
business? Hence, what seems to be missing is a construct that is indicative of the extent to
which the family is involved in and has actual influence on the business (and, thus, is one
with the business) — in other words, a construct that helps measure the extent to which a
business is in fact a family business. As suggested by Sharma (2004), previous scholars have
encouraged us to “move away from a bi-polar treatment of firms as family or nonfamily firms
toward exploring the mediating and moderating effects of family involvement in their studies”
(p. 4). Thus, we believe family business research would benefit from a compact measure that
is indicative of family involvement and captures the ‘fusion’ between family and business that

characterizes this particular form of organization.

Further, we believe that just looking at family ownership and control is not sufficient. It is
noteworthy that, besides the legal dimension, the basic ownership model, which consists of an
owner (the subject) and the target of ownership (the object) and the relationship between
them, contains a relational aspect. Therefore, in order to come to a multidimensional
understanding of family businesses, along with structural (legal and financial) aspects, the
psychological, social, and emotional dimensions of ownership should also be taken into
account (see also Chrisman, Chua & Litz, 2003; Koiranen, 2007; Pierce, Kostova & Dirks,
2003; Zellweger & Astrachan, 2008). Accordingly, Goel, Mazzola, Phan, Pieper and Zachary
(2012) have recently argued that the socio-psychological dimensions of a family business will
influence other business dimensions within that business. That is, the feelings that family
members have toward the business have been shown to influence, for instance, the continuity
of the firm and the family members’ commitment to the firm (Gersick et al., 1997), which
both, in turn, have been related to family firm performance and success (Eddleston &
Kellermanns, 2007; Mazzola, Marchisio & Astrachan, 2008; Miller & LeBreton-Miller, 2006;
Ward, 1988). It is also suggested that factors such as family identity and family commitment
have a bigger influence on firm performance than ownership concentration (Miller, Le-
Breton-Miller & Lester, 2010). So far, relatively little attention has been given to the
underlying emotional reasons and psychological factors that might enhance family
involvement and lead to favorable family members’ motivations, attitudes, and behaviors.

However, as Pieper (2010) notes, family business research would benefit from a broader
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theoretical base, and the psychological approach seems particularly well suited for this

purpose.

There is a growing body of literature shedding light on ownership as a psychological
phenomenon (e.g., Pierce & Jussila, 2011; Pierce, Jussila, & Cummings, 2009; Pierce et al.,
2003). In their article on the motives for, routes to, and effects of individual psychological
ownership in organizations (here referred to as IPO), Pierce, Kostova, and Dirks (2001) have
defined this cognitive/affective state in terms of the possessive feelings that psychologically
attach the individual to objects (material or immaterial in nature), a state manifesting itself in
such expressions as ‘my’ and ‘mine.” Hence, extant psychological ownership literature
suggests that we should focus on ownership de facto (manifested in IPO) rather than
ownership de jure (manifested in formal ownership rights). This is because motivational,
attitudinal, behavioral, and performance effects believed to be associated with ownership are,
in fact, a consequence of psychological rather than formal possession (cf. Pierce, Rubenfeld &
Morgan, 1991).

This work first influenced many Nordic family business scholars (e.g., Brundin, Melin &
Samuelson, 2005; Hall, 2005; Hall & Koiranen, 2006), but their treatment of IPO was rather
broad, moving away from the conceptual core: the possessive sense of ownership (e.g., “This
firm is MINE!”). Recently, European scholars and their colleagues have used more polished
lenses (e.g., Bernhard & O’Driscoll, 2011; Sieger, Bernhard & Frey, 2011; Sieger, Zellweger
& Aquino, 2013), but remained on the individual level of analysis. Given that, in the family
business context, the owner is a collective, it serves to question whether psychological
ownership as an individual-level phenomenon has the potential to be treated as a defining
characteristic of a family business. Therefore, in order to explain family business phenomena
(the effects seen as resulting from family involvement), we need to concentrate on
psychological ownership at the family rather than family member level. However, this
requires specific elements of theory that have not been developed. This is the research gap

that Publication 4 aims to fill.

Finally, what is common to all the above mentioned knowledge gaps (each of which is set out
to be filled by one of the four publications) is that previous scholars have not integrated and
considered them together (family firm superior performance and ownership as a collective

psychological phenomenon) as a unique value and competitive advantage-creating
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construct/mechanism for listed family firms. It is this research gap that this dissertation aims
to fill. Therefore, the overall objective of this study is to describe and understand how the
family as a dominant owner can enhance firm performance and how family ownership can be
viewed as a source of sustainable success in the context of listed companies. The objective is
served by combining interview material (gathered from Finnish listed family firms) and
previous literature on the topic.

Based on the research gaps identified and the objectives set, | established the main research

guestion as follows:

How can the dominant role of the family and involvement in business be seen as explaining

the performance of listed family firms?

Further, the main research question can be specified with five sub-questions that have
different kinds of implications to the main question. First, since previous research has not
been able to form a comprehensive framework of studies comparing the performance
differentials between listed family and non-family firms, there is a need for a systematic
review of the subject. Therefore, the first sub-question to the main question is:

Sub-question 1: How have previous studies explained the performance

differences between listed family and non-family firms?

Second, as presented earlier, although there is a large amount of studies comparing the
performance of listed family and other types of firms, these studies have remained descriptive
in nature and have lacked empirical evidence. In more detail, scholars have not conducted
qualitative studies on how family ownership makes a difference to performance in listed firms
and provided empirical evidence from the family firm representatives themselves. Therefore,

the second sub-question is:

Sub-question 2: How can family involvement be seen as leading to improved

performance in listed firms?

Third, it is put forward that stakeholders have important implications for firm performance. In

more detail, the question of what it means to stakeholders that families act as determined,
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dominant owners of listed companies remains unanswered. Therefore, the third and fourth

sub-questions are:

Sub-question 3: Which stakeholders are identified as playing a particular role

in the success of family business?

Sub-question 4: How and why do the stakeholders support or hinder the

success of family firms?

Finally, there is a lack of theoretical clarity in the nature of the fusion between the family and
the business beyond the social systems approach. In other words, previous research lacks a
construct that comprehensively captures the fusion between the family and the business and a
theory that reflects the realized family influence on and interaction with the business.

Therefore, the fifth sub-question is:

Sub-question 5: How does collective psychological ownership reflect the

realized family influence on and interaction with the business?

There are four publications serving the objectives of this thesis; each has been published (or is
under review) in an international academic peer-reviewed journals or presented at an
international academic conference. As the reader may notice, the publications are separate
but strongly interlinked. That is, although each publication has its own target discussion and
supportive theory, Publication 1, 2 and 3 all deal with the same phenomenon: the family’s
connection to firm performance in the listed company context. In addition, Publication 4 deals
with the same phenomenon: the fusion between the family and the business, but at a more
general level and from a different angle. That is, the findings from this publication can be
applied to all family firms, not just listed companies. Therefore, the four publications form a
coherent entity that serves the objectives of this doctoral dissertation. In more detail,
Publications 1 (partly), 2, 3, and 4 (partly) answer the main research question, Publication 1
answers the first sub-question, Publication 2 answers the second sub-question, Publication 3
answers the third and fourth sub-questions, and Publication 4 answers the fifth sub-question.
Further, by answering the research questions presented in the publications, it is possible to

establish an overall picture of the factors that explain the positive effects of family
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involvement in listed family firms. In the following, the key concepts essential to the

dissertation are defined and presented. After that, the scope of the work is further discussed.

1.3 The key constructs and theories defining the target conversation

The key constructs of this dissertation are derived from the research questions (see above).
Thus, the concepts of listed company (e.g., Barclay & Holderness, 1989), organizational
performance (e.g., Richard et al., 2009) and family (e.g., Edwards & Rothbard, 2000) serve as
a foundation for this doctoral dissertation. In addition, the theories of agency (e.g., Berle &
Means, 1932), stewardship (e.g., Davis, Schoorman & Donaldson, 1997), resource-based
view (e.g., Barney, 1991), and stakeholder theory (e.g., Freeman, 1994), are also introduced

here.

A publicly held (i.e., traded, listed) firm is a limited liability company that issues securities
(stock/shares, bonds/loans, etc.) through an initial public offering (IPO) and is traded on the
open market, either on a stock exchange or through market makers operating on the over-the-
counter market. Individual and institutional shareholders constitute the owners of a publicly
listed company, in proportion to the amount of stock they own as a percentage of all
outstanding stock. (Farlex financial dictionary, 2014; Morgenson & Harvey, 2002) A
shareholder’s shares in a company are transferable personal property. Because of legal
ownership rights, these shareholders are granted special privileges, depending on the class of
stock they hold. Such privileges may include a right to sell their shares, a right to purchase
new shares issued by the company, a right for dividends if they are declared, a right to the
company’s assets in liquidation, and a right to participate in company control, monitoring, and
decision-making (e.g., voting rights). (Barclay & Holderness, 1989) In a limited liability
company, the shareholders are not liable for more than the amount they invest. In other words,
in the case of insolvency, the investors are not liable for the debts of the company.
(Easterbrook & Fischel, 1985) Thereby, the main duty of a shareholder is to pay the company
any outstanding amount of the purchase price agreed for the shares allotted to them. Jensen
(1989) describes a public company as a social invention, that gives investors the possibility to
customize their own risk by diversifying and creating a portfolio consisting of different
companies and risk. Accordingly, the basic idea of publicly listed companies is that
individuals can invest a varying amount of money in corporations that are easy to access and

leave, according to their incentives and motivations to buy and sell their shares.
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According to Richard and colleagues (2009), organizational performance is “the ultimate
dependent variable of interest for researchers concerned with just about any area of
management” (p. 1). Hence, it refers to the complex and multidimensional phenomenon of
company performance analysis (Dess & Robinson, 1984) which comprises the actual outputs,
results, or outcomes of an organization as measured against its intended outputs, goals, or
objectives (Richard et al., 2009). It is used as a criterion in evaluating organizations, their
actions, and environments. Richard et al. (2009) suggest that organizational performance
encompasses three specific areas of firm outcomes: 1) financial performance (profits, return
on assets, return on investment, etc.), 2) product market performance (sales, market share,
etc.), and 3) shareholder return (total shareholder return, economic value added, etc.). The
distinction from organizational effectiveness is that the term organizational effectiveness is
broader. Besides organizational performance, it captures “the plethora of internal
performance outcomes normally associated with more efficient or effective operations and
other external measures that relate to considerations that are broader than those simply
associated with economic valuation (either by shareholders, managers or customers), such as
reputation” (Richard et al., 2009, 3).

In family business studies a family is often considered as a single undivided group, which is a
metaphor for describing a social group (e.g., Habbershon et al., 2003; Thomas, 2002).
Usually this domestic group of two or more persons or a number of domestic groups is linked
through descent (demonstrated or stipulated) from a common ancestor (biological ties),
marriage, social custom, or adoption. Thereby, the family consists of individual family
members who, through their being and social action, construct the family together. The basic
idea and the essence of a family business is that there is the specific social group (the family)
that collectively participates in and contributes to the economic activity and organizational
life of the firm (Edwards & Rothbard, 2000; Habbershon et al., 2003). Therefore, a family
can be defined as a collective of two or more relatives who identify themselves as a family
and who occupy interdependent roles with the purpose of accomplishing a shared family
vision and shared family goals (cf. Beauregard, Ozbilgin & Bell, 2007; Piotrkowski, 1978).

Agency theory has been embraced by scholars in various fields of research, in order to
understand the special case of the principal-agent relationship between the owners and the

managers in large, publicly listed and traded organizations (Berle & Means, 1932). Due to the
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separation of ownership and control, a conflict of interest may arise between the owners (the
principals) and the managers (the agents) (e.g., Jensen & Meckling, 1976). In more detail, the
theory is based on an assumption that self-serving individuals act opportunistically and strive
to maximize their self-interest (Jensen & Meckling, 1976; Ross, 1973). As Donaldson and
Davis (1991) put it: “the theory argues that in a modern company, in which ownership is
widely held, managerial actions depart from those required to maximize shareholder returns
(cf. Berle & Means 1932; Pratt & Zeckhauser 1985)” (p. 50). Thereby, agency problems stem
from the information asymmetries between the parties and from their different goals and
incentives (Ang et al., 2000; Demsetz, 1988; Eisenhardt, 1989; Fama & Jensen, 1983). Hence,
agency costs arise from the activities and operating systems designed to reduce information
asymmetries and to strive for goal alignment (Jensen & Meckling, 1976). Accordingly, the
focus of agency theory is “on determining the most efficient contract governing principal-
agent relationship given assumptions about people (e.g., self-interest, bounded rationality,
risk aversion), organizations (e.g., goal conflict among members) and information (e.g.,

information is a commodity which can be purchased)” (Eisenhardt, 1989, 58).

Besides the principal-agent relationship, agency theory can be applied to another agency
relationship, the principal-principal relationship. According to this perspective, concentrated
ownership (combined with an absence of effective external governance mechanisms) can
result in conflicts between controlling shareholders and minority shareholders (Morck et al.,
2005). Agency theory proposes altruism and entrenchment as the driving forces for these
conflicts. In more detail, major shareholders’ interests may not necessarily be in line with
those of other shareholders (Fama & Jensen, 1985), and they might serve as their potentially
exploitative de facto agents (Morck & Yeung, 2003; Villalonga & Amit, 2006). Hence, the
concern is that, instead of maximizing share value, entrenched majority owners might have an
incentive to benefit themselves (e.g., exchange profits for private rents, pursue objectives
other than maximizing the value of the shares) at the expense of firm performance and thereby
expropriate minority shareholders (Claessens et al., 2000; Faccio, Lang & Young, 2001;
Johnson, La-Porta, Lopez-de-Silanes & Shleifer, 2000)

As the opposite of the agency approach, which considers humans to be individualistic,
opportunistic, and self-serving, stewardship theory is based largely on psychology and
sociology, and views humans as collective, pro-organizational, and trustworthy. According to

this approach, managers are not always motivated by their individual goals, but rather their
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motives are aligned with the objectives of other principals and therefore, they act as good
stewards of the firm (Davis et al., 1997). Stewardship theory suggests that the organization
becomes an extension of the steward’s psychological structure (Brown, 1969), which
increases organizational (value) commitment and leads to higher levels of performance and
satisfaction with the work. Therefore, managers who identify themselves with the business
attribute organizational success to themselves, and this attribution contributes to the
individual’s self-image and self-concept. In other words, they are intrinsically motivated by
higher-level needs to act for the collective good of the firm (Davis et al., 1997. Hence, these
managers may embrace the company’s objectives and may be committed to make the
company succeed, even at personal sacrifice (Davis, Schoorman, Mayer, & Tan, 2000).
Moreover, since they are emotionally linked to the owners and the business, they prefer the
organization and its well-being (in terms of increasing organizational wealth) and thereby
“collectivistic, organizational behaviors have a higher utility than individualistic, self-serving
behaviors” (Davis et al., 1997, p. 24). Hence, the steward understands the trade-off between
personal needs and organizational objectives, and believes that by working toward
organizational and collective ends, personal needs (such as self-leadership, self-efficacy, self-
determination, power of influence and feelings of purpose) can also be satisfied (Davis et al.,
1997).

The resource-based view (RBV) (Barney, 1991; Penrose, 1959) regards the firm as having
unique, dynamic, and intangible resources, which can operate as a source of competitive
advantage (Wernerfelt, 1984). For example, Barney (1991) argues that “a firm is said to have
a sustained competitive advantage when it is implementing a value creating strategy not
simultaneously being implemented by any current or potential competitors and when these
other firms are unable to duplicate the benefits of this strategy.” (p.102). In more detail, RBV
has two fundamental assumptions that ensure the contribution of resources to competitive
advantages. First, these resources must be heterogeneous (i.e., the resources differ from those
that competitors within an industry have and control). Second, these resources should not be
able to move easily among competitors; in other words, they are not perfectly mobile. Hence,
Barney (1991) argues that sustained competitive advantage derives from the resources and
capabilities a firm controls that are valuable, rare, imperfectly imitable, and not substitutable.
These resources may come in different forms, and typically they are divided into three broad
categories: 1) physical capital (such as financial capital, factories, equipment, and

technology), 2) human capital (such as social capital and experience), and 3) organizational
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capital (such as culture or structure) (Barney, 1991). In analyzing the family business, there

are some strategic resources and capabilities that may bring about a competitive advantage.

Finally, the stakeholder theory (Freeman, 1994), that has its roots in sociology and
organizational behavior, has been commonly applied framework when identifying and
examining the impact of organization action and performance (e.g., Berman, Wicks, Kotha &
Jones, 1999; Ruf, Muralidhar, Brown, Janney & Paul, 2001). This ethical theory argues that a
company cannot maximize its value if it ignores its stakeholders. Thereby, it puts emphasis on
the modern corporation’s responsibilities towards other stakeholders than merely the owners
(e.g., Freeman, 1994; Jensen, 2001). According to Freeman (1984), a stakeholder in an
organization is “any group or individual who can affect or is affected by the achievement of
the organization’s objectives” (p. 46). Thereby, this category includes not only the financial
claimholders, but also employees, customers, communities, and government officials for
instance. Freeman (1994) argues that by being responsive to the needs of all these groups a
company will provide itself with a competitive advantage in the form of good relationships.

This may turn out to be crucial advantage for the existence of the company in the long-run.

1.4 The outline of the study

This doctoral dissertation consists of two separate sections. Part | includes four main chapters.
In more detail, the first chapter introduces the reader to the motivation and previous research
background for this research: the research gaps and objectives, key constructs (listed
companies, organizational performance, family, agency, stewardship, RBV, stakeholders) and
the outline of the study. In the second chapter, the research paradigm, research methods, and
research design used in this study are presented. In more detail, | carefully introduce the
theoretical purpose of the study, the research strategy applied and the research process. Then |
evaluate the quality and rigor of the study, and finally introduce the key theoretical lenses
used in the study. Chapter 3 introduces the four publications in chronological order. The
overall objective and the main findings of each of the publications are presented. This chapter
also presents preliminary answers to the main research question, as well as to the sub-
questions. Chapter 4 gathers the theoretical and practical contributions of the study, as well as
limitations and suggestions for future research. Part 11 of the dissertation consists of the four

publications addressing the main research question and the sub questions.
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Figure 1 presents the outline of the study. The outline of the study was formed during the

research process.

Figure 1. The outline of the study

_____________________________________________

PART II: PUBLICATIONS

Publication 1: A systematic review of studies
investigating performance differences between
listed family and non-family firms

Publication 2: Families as determined owners of
listed firms

Publication 3: Families as trusted owners of
listed firms: creating stakeholder value in a
hostile tax environment

Publication 4: F-CPO: A collective
psychological ownership approach to capturing
realized family influence on business
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Main research question:

How can the dominant role of the
family and involvement in business be
seen as explaining the performance of
listed family firms?

Answers sub-question 1: How have
previous  studies  explained  the
performance differences between listed
family and non-family firms?

Answers sub-question 2: How can
family involvement be seen as leading to
improved performance in listed firms?

Answers  sub-question  3:  Which
stakeholders are identified as playing a
particular role in the success of family
business?

Answers sub-question 4: How and why
do the stakeholders support or hinder
the success of family firms?

Answers sub-question 5: How does
collective  psychological — ownership
reflect the realized family influence on
and interaction with the business?



2. RESEARCH METHODOLOGICAL

APPROACHES

DESIGN, PARADIGM AND

2.1 Research design

The research design is established based on four different publications, each publication
having its own specific role in this doctoral dissertation. In more detail, each of the
publications aims to provide increased understanding of the main research question: How can
the dominant role of the family and involvement in business be seen as explaining the
performance of listed family firms? Table 1 summarizes the research design of the study by
presenting the specific roles, methods, analysis, and the data used in the publications.

Table 1. Research design

Publication

Role

Method and analysis

Data

1. A systematic review of
studies investigating

To provide an increased
understanding of previous

Systematic review
analysis

Existing empirical
literature on

performance differences
between listed family
and non-family firms

knowledge on performance
in listed family firms and to
address remaining research

performance
differentials between
listed family and non-

gaps in the field

family firms

2. Families as
determined owners of
listed firms

To provide an increased

understanding of how family

involvement leads to
increased performance in
listed firms

Qualitative study
Thematic interviews

Thematic analysis

16 interviews with
CEOs, members of
the board, supervisory
board chairs and
founders of listed-
family firms

3. Families as trusted
owners of listed firms:
creating stakeholder
value in a hostile tax
environment

To provide an increased
understanding of how and
why certain stakeholders

support or hinder the success

of family firms

Qualitative study
Thematic interviews

Thematic analysis

16 interviews with
CEQs, members of
the board, supervisory
board chairs and
founders of listed-
family firms

4. F-CPO: A collective
psychological ownership
approach to capturing
realized family influence
on business

To provide an increased
understanding of how
collective psychological
ownership is related to
family influence

Theory elaboration and
conceptual development

Existing theoretical
and empirical
literature on family
business and
collective
psychological
ownership
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2.2 Research paradigm

As for all studies, it is necessary to clarify the conceptual framework that underpins the
researcher’s perception of the social world. This research paradigm, which contains the
beliefs, values, and techniques shared by the members of the research community, reflects the
way the research is designed, for instance how the methods are chosen, how the data is
collected and analyzed, and how it is interpreted and presented in the study (Burrell &
Morgan, 1979; Patton, 1990). Thus, the three main scientific research paradigms are
positivism (e.g., Hudson & Ozanne, 1988), social constructionism (e.g., Berger & Luckmann,
1966), and critical realism (e.g., Fleetwood, 2004). Accordingly, researchers hold different
assumptions about ontology (e.g., Healy & Perry, 2000), epistemology (e.g., Guba & Lincoln,
1994) and methodology (e.g., Healy & Perry, 2000), which can be related to different research
paradigms (Gioia & Pitre, 1990; Morgan & Smircich, 1980). Let us discuss these approaches

and concepts in more detail.

Ontology as a branch of analytic philosophy concerns the study of the nature of being,
existence, or reality investigated by the researcher (Healy & Perry, 2000). It deals with the
guestions concerning how the world is built, which entities exist or can be said to exist, and
how such entities can be grouped, related within a hierarchy, and subdivided according to
similarities and differences. It answers questions such as: “is there a ‘real” world ‘out there’
that is independent of our knowledge of it?” (Marsh & Furlong, 2002) Put into the family
business context, the question might be: “What is the nature of the family business we might
acquire knowledge about? What is real? What is the evidence for this?” Two basic
distinctions can be made here. First, there is the assumption that there is a real world that is
independent from our knowledge and upon whose foundations life is built (on
foundationalism, see Lemos, 2007). Or second, there isthe notion that there is no real world,
but that the world that is socially and discursively constructed among people and hence is
dependent on a particular time, place or culture (on social constructionism, see Berger &
Luckmann, 1966).

Epistemology, on the other hand, refers to the branch of philosophy that investigates the
nature and justification of human knowledge. It addresses questions of what knowledge is and
how it can be acquired, and the extent to which knowledge that us pertinent to any given

subject or entity can be acquired. In a broader sense, it deals with issues about the formation
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and dissemination of knowledge in specific areas of inquiry. (e.g., Guba & Lincoln, 1994;
Hofer & Pintrich, 1997) A great deal of the debate in the field of epistemology focuses on
examining the nature of knowledge and its relationship to related notions such as belief, truth
and justification. Epistemology also deals with the methods of producing knowledge, and
skepticism about various knowledge claims. (e.g., Guba & Lincoln, 1994) That is, the
epistemological position reflects the researcher’s view of what can be known about the world
and how can it be known (Guba & Lincoln, 1994; Marsh & Furlong, 2002). Again there are
two major distinctions to be made here. First, is it even possible to acquire knowledge about
the world unmediated and without interference? Foundationalists say that objectivity is
possible, since everybody observe things in the same way, while anti-foundationalists
maintain that observations are never objective but are always affected by the social
constructions of ‘reality’. Therefore, according to them, there is no real world to observe, as
all things or actions obtain meaning only by actors and not by sheer existence. However, for
the researcher, this leads to the problem of the double hermeneutic: “the world is interpreted
by actors ... and their interpretation is interpreted by the observer,” making it a double

interpretation that is even less objective than the initial one. (Marsh & Furlong, 2002)

Methodology answers the question of what techniques and analytical tools are utilized to
acquire knowledge (Healy & Perry, 2000). Basically, there are two main methodological
positions for researchers to choose from: qualitative and quantitative research. Qualitative
research refers to attempts to understand the deeper meaning around the complexities of
human interaction (Creswell, 2007; Ratcliffe, 1983). Qualitative research is well suited for
the purpose of describing, interpreting and explaining phenomena (Lee, Mitchell, &
Sablynski, 1999; Welman & Kruger, 1999). Instead of answering the question: “How much is
occurring?”, it addresses questions such as: “What is occurring?” and “How are things
occurring?” Thereby, it seeks to provide a deeper understanding of the social phenomena
from the perspectives of the local population it involves. Qualitative research generates ideas
and hypotheses from the collected data through inductive reasoning. In other words, in order
to detect patterns, which are turned into hypotheses, which will develop some general theory,
the starting point for building new knowledge is in empirical findings (specific observations
and measurements) (Bryman & Bell, 2011). The strength of the qualitative approach lies in
validity (closeness to truth), in other words, instead of just skimming the surface, researchers

are able to touch the core of the phenomenon under investigation. It is noteworthy that
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qualitative research often aims to provide insights into the setting of a problem, generating

ideas and/or hypotheses for later quantitative research.

Quantitative research, on the other hand, refers to the empirical investigation of phenomena
by means of mathematical and statistical techniques (Creswell, 2009). It aims to quantify data
and generalize results from a sample to the population of interest. According to Aliaga and
Gunderson (2000), quantitative research explains phenomena by collecting numerical data
that are analyzed using mathematically based methods (in particular statistics). Thereby,
guantitative research methods are more useful in hypothesis testing. As the aim of quantitative
research is to produce direct and exact causal explanations, or even scientific laws that are
irrefutable, the aim is to have no interpretation in the analysis. Typical methods of
quantitative research are surveys or statistics. Quantitative research uses deductive reasoning
to draw conclusions. This means that, first, the researcher generates an idea (which is usually
articulated as a specific hypothesis) about the topic of interest, which is then tested with
specific data, leading to a confirmation (or not) of the original theory, and the arruval at a
conclusion. (Bryman & Bell, 2011) The strength of the quantitative approach lies in its
reliability (repeatability) — that is, the same measurements should yield the same results time
after time. This is very important when considering the generalizability of the results.

I believe that the world and the people in it are connected and affect each other, and thereby
there is no objective truth about matters. This doctoral dissertation views the world form the
critical realism perspective, since it is the most suitable when considering the aims of my
research. That is, | aim to gather deep understanding of the interactions between the family,
the business, and the stakeholders as well as of the causal directions concerning the family
involvement and firm performance relationships. Furthermore, the aim is to provide valuable
insight into the real-life perceptions of the family firm representatives in these settings. Let us

discuss the paradigm selected for this study compared to the other two main paradigms.

The positivist approach has long dominated social sciences research, but not so much
management and organization studies. Positivism adopts the foundationalist ontology and a
related epistemology. According to positivists, knowledge is gained through the measurement
of observable events, and this knowledge is “true” since a single, apprehensible, objective
reality exists independently of individuals’ perceptions (Guba & Lincoln, 1994; Hudson &

Ozanne, 1988; Tsousas, 1989). In other words, they see that it is possible to observe
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everything that happens and understand it as such without any mediation, thereby denying the
reality dichotomy. The researcher is viewed as someone who should strive for objectivity,
who is in a privileged point of observation, and separated from the objects or subjects under
investigation. (Hudson & Ozanne, 1988; Keat & Urry, 1975) The ultimate aim is to identify
knowledge independently of time and context, and to find general laws and causal statements
about social phenomena (Marsh & Furlong, 2002). Positivists usually use quantitative
methods as research tools, as these are more objective and the results are more generalizable
and replicable. However, a positivist view is inappropriate when approaching a social science
phenomenon like the family business, which involves humans and their real-life experiences.
Moreover, researchers cannot completely separate themselves from the world they study, but
have to participate in real-world life to some extent, to better understand and express this
distinctive phenomenon and its special features. Therefore, the positivist approach is not

suitable for this doctoral dissertation.

Social constructionism has gained much attention in management and organization studies.
The basic assumption of this approach is that reality does not exist independently of people’s
minds, because it is shaped in everyday discourse practices. Accordingly, understanding,
significance, and meaning are developed not separately within the individual, but in
interaction between individuals. In other words, the reality is socially constructed as opposed
to created, and no single truth about matters exists. (Berger & Luckman, 1996) Although
knowledge cannot be separated from time and context, social constructionists aim to create
“thick descriptions” of reality (Geertz, 1973). Hence, while researching constructed reality
depends on interactions between the researcher and the examined, the researcher has to, to
some extent, participate in the study during their field work (Guba & Lincoln, 1994). That is,
social constructionists take an interactive, cooperative, and non-privileged point of
observation. In their studies, they usually apply qualitative methods such as case studies and
narratives. (Hudson & Ozanne, 1988) Although social constructionism has several good
features, it is often criticized for being anti-realist, since it questions apparently self-evident
and stable realities, such as biomedical reality (e.g., Bury 1986; Craib, 1997). Therefore, the
social constructionism approach is also unfit for this research.

However, critical realism adopts a middle position between the positivist and “the
constructionist approaches (Fleetwood, 2004; Fleetwood & Ackroyd, 2004). Critical realists

believe that reality is abstracted in people’s minds, but nevertheless exists independently of
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the individual (Guba & Lincoln, 1994; Healy & Perry, 2000). In critical realism, the
participant’s perception is not reality, but rather a window to reality, through the picture of
reality, triangulated with the perceptions of others (Healy & Perry, 2000). The social world is
partly socially constructed and discursive, and partly extra-discursive or “real” (Fleetwood,
2004; Fleetwood & Ackroyd, 2004). Social constructionists rather “construe than construct
the world” (Easton, 2010, 122). They note that although it is possible to make causal
statements about the real world ‘out there,” not all social phenomena, or the relationships
between them, are directly observable (Marsh & Furlong, 2002). As March and Furlong
(2002) put it: “There are deep structures that cannot be observed and what can be observed
may offer a false picture of those phenomena/structures and their effects. ” (p.30). Therefore,
critical realism notes that social phenomena are intrinsically meaningful and the meaning is
not only externally descriptive of them, but also constitutive of them, and has to be
understood but cannot be measured or counted (Easton, 2010, Sayer, 2000). Hence, critical
realists maintain that the research methodology should be selected according to the nature of
the phenomena under investigation (Fleetwood, 2004), so they bridge qualitative and
guantitative research (Alvesson & Skoldberg, 2009). Considering my view of the world and
the aims of my doctoral dissertation, the critical realism perspective is the most suitable for
this study.

2.3 Methods, theoretical purpose and research strategy

As it is suggested that researchers “should apply the methods that best fit their theoretical
guestion and analytical situation” (Lee et al., 1999, p. 164), those research and analysis
methods that were the most suitable for each publication in this doctoral dissertation, were
selected. Publications 1 and 4 are conceptual, whereas Publications 2 and 3 are empirical.
Thereby, the research strategy on each publication is based on the research questions and

research objectives.

It is noted that in management research, the literature review process is a key tool, used to
manage the diversity of knowledge for a specific academic inquiry (Tranfield et al., 2003). As
suggested by Tranfield and colleagues (2003), the aim of conducting a literature review in
Publication 1 is to “map and to assess the existing intellectual territory and to specify a
research question to develop the existing body of knowledge further” (p. 208). Hence, as we

aim to provide a comprehensive literature review of previous research on performance
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differentials between listed family and non-family firms and the factors affecting
performance, the systematic review method (e.g., Tranfield et al., 2003) was selected as the
research strategy in Publication 1. A systematic review is a literature review focusing on a
research question that tries to identify, appraise, select, and synthesize all high-quality
research evidence relevant to that question. Being a transparent and reproducible process, the
systematic review method improves the quality of the review and decreases the possibility for
selection bias (Tranfield et al., 2003).

Therefore, we followed the guidelines by Tranfield et al. (2003) and also utilized the
systematic review methodology used by Brown (2007) and Newbert (2007) during the
different phases of the review process in Publication 1. Overall, the process of systematic
review consists of three main phases: planning, executing, and reporting the review. The first
stage (planning the review) consists of three sub-phases and: 1) identifies the need for a
review, 2) scopes and maps extant literature, and 3) leads to the review questions, protocol
outline, and timeline. The second stage (conducting the review) consists of the next five
phases, which describe the systematic review protocol in more detail. That is, the fourth sub-
phase includes forming a review panel to assist in the review. After that, the fifth sub-phase
describes the method used to identify and select relevant studies for the review. The sixth sub-
phase then assesses the relevant studies for quality, and sub-phase seven provides a sample
data extraction form used to extract data from relevant studies. Finally, sub-phase eight
describes how the data was synthesized. The third and final stage (reporting the review) of the
systematic review includes sub-phase nine, which shows tables of descriptive and thematic
analyses reports that were generated from data synthesis, and sub-phase ten, which concludes
with the discussion, limitations of the review, conclusions, and opportunities for future

research.

Family businesses have been methodologically challenging in terms of understanding the
dynamics between the family and the business, as well as studying the effects of family
influence on firm performance. Hence, family business research has been dominated by
descriptive studies (e.g., Handler, 1989). Over the years, there has been a call for more
interpretive approaches (Nordgvist, Hall & Melin, 2009). For instance, Nordqyvist et al. (2009)
argue that, in order to capture the dynamics and complexity of family firms, an interpretive
approach is necessary to develop an in-depth understanding. Hence, there has been a call that

family business research needs more explorative studies that aim to explain the complex
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relationships and interactions between the family and the business system (e.g., Goffee, 1996;
Habbershon et al., 2003; Wortman, 1994). Therefore, there is a clear need for more qualitative
research with an interpretative approach that would be useful for the elaboration and

development of theories.

In terms of theory advancement, qualitative research seeks to generate, elaborate, or test
theories (Lee et al., 1999). According to Bluhm, Harman, Lee & Mitchell (2011), theory
elaboration “occurs when the study design derives from a pre-existing model or conceptual
ideas in which formal hypotheses are not included” (p. 5). As | aimed at theory elaboration
(e.g., Bluhm et al., 2011), qualitative inquiry and analysis (e.g., Creswell, 2007; Ratcliffe,
1983) fit the purpose of my study. Thereby, qualitative interviewing (e.g., Knox & Burkard,
2009; Kvale, 1996; Rubin & Rubin, 1995) was selected as the research strategy for
Publication 2 and Publication 3. The qualitative research interview seeks to describe and
understand the meanings of central themes in the life world of the subjects (Kvale, 1996).
Qualitative in-depth interviews can provide rich data and are stated to be particularly useful
for getting the story behind an individual’s experiences. Hence, they enable us to explore the
linkages among complex constructs in real life, probe the minds of people, and pursue in-
depth information around the topic. In more detail, the strengths of qualitative interviewing
are that: 1) interviews are regarded as conversations and researchers need to hear the meaning
of what is being said; 2) interviews attempt to discover the world of the interviewees, which
includes learning their symbols and metaphors, different meanings of terms, and their taken-
for-granted assumptions; and 3) interviewees are viewed as conversational partners rather
than the object of research (Rubin & Rubin, 1995).

The data used in Publications 2 and 3 consists of 16 qualitative thematic interviews with
CEOs, members of the board, supervisory board chairs and founders of listed family firms.
These listed family firms of varying size and industry (e.g., industrial products and services,
consumer goods, technology and energy), are all listed on the OMX Helsinki Stock Exchange.
The oldest firm was established in the 19" century and has operated for almost 200 years
without interruption under family ownership, management, and governance while the
youngest firms were established in the 1970s’. While the largest family firm employs nearly
40 000 people, the smallest one has only a little over 40 employees. In addition, turnover
among companies ranges from a couple of million Euros to nearly 6.3 billion Euros (in 2012).

The research data was collected between February and March 2012,
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The key representatives were selected because they illustrate a particular context for family
business success. We selected these interviewees because we expected to find sufficient
information to understand the relationship between family influence and organizational
performance. Since the issue we are dealing with in Publications 2 and 3 is rather delicate,
and companies are often reluctant to share information, we selected companies that we had

access to and representatives that were willing to share their views.

In order to gather valid and rich empirical data (see Gioia, Corley & Hamilton, 2012) during
the interview process, the family firm representatives were not directly asked about the
performance and success factors in their companies. Instead, as part of a broader research
project, the interviewees were asked about views of family business (e.g., family histories,
family ties, change of generation, family involvement in ownership, control, management
etc.). It was later during the analysis process that | and my co-authors moved toward the
research questions asking ourselves: “Are there some factors or concepts that are highlighted
as important for family firm representatives that explain family firm performance and success
in our data, and if so, what are they and why do they explain it?” All the interviews were
recorded and transcribed. After that, the data was studied systematically to gain deep
understanding of the research subject. All interviews were analyzed using thematic analysis
(Gioia et al., 2012) and a systematic inductive approach (e.g., Braun & Clarke, 2006; Corley
& Gioia, 2011; Gioia et al., 2012).

Thematic analysis is described as a research method that is particularly useful for identifying,
analyzing, and reporting certain patterns (themes) within data (Braun & Clarke, 2006).
According to Braun and Clarke (2006), the flexibility and usefulness of thematic analysis can
potentially provide a rich, detailed, and complex account of data. Accordingly, the systematic
inductive approach is an evidence-based approach that is deeply embedded in rich empirical
data.

In Publications 2 and 3, we followed the guidelines set by Gioia and colleagues (2012) and
analyzed the data using inductive thematic analysis. In the first step of the analysis, we
studied the data several times, analyzed it to the core, and identified implicit and explicit
connections and associations. We listed all the relevant factors and concepts emerging from

the data that were linked to our research questions, and started to form categories through a
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process called “open coding” (see Gioia et al, 2012). The number of categories was enormous
at first, but only a little effort was given to compact categories since the idea was to adhere
faithfully to informant terms. After several analyses and revisions, the first-order concepts
(see Gioia et al., 2012) were established. In the second step, we reduced the categories by
carrying out a process of “axial coding”, in which relationships, similarities and differences
between categories are sought. After several analyses and re-definitions, using theoretical
sampling and finally concluding with theoretical saturation, the specific second-order themes

(see Gioia et al., 2012) related to our research questions were established.

As described, in Publications 2 and 3, we aimed to achieve “qualitative rigor” (which has
often been said to be missing in qualitative research) in the data analysis through re-analyzing,
re-organizing and re-defining the data several times and establishing specific first-order
concepts and second-order themes. The data structure is also visually presented in the
publications, which show in detail how we progressed from raw data to terms and themes in
the data analysis (see Pratt, 2009). It is noteworthy that Publications 2 and 3 cannot be
regarded purely as inductive thematic analysis, because our knowledge of the past research
background also shaped our data analysis. However, we tried to go beyond the existing theory
and discover some new concepts relevant to the themes following the notion of Gioia et al.
(2012), suggesting that “knowing the literature too early puts blinders on and leads to prior

hypothesis bias (confirmation bias)”.

As described, qualitative thematic analysis (Gioia et al., 2012) and systematic inductive
analysis (see e.g., Braun & Clarke, 2006; Corley & Gioia, 2011; Gioia et al., 2012) were
applied as analysis methods in Publications 2 and 3. The decision to use these analysis
methods was based on the second and third research sub-questions. That is, despite
considerable scholarly efforts in firm performance research, studies comparing the
performance of listed family and other types of firms have remained descriptive in nature
since they lack empirical data and confirmation from family business representatives.
Moreover, although family firm performance studies have received much scholarly attention,
researchers have not been able to establish a comprehensive framework and an in-depth
understanding of various factors that explain why listed family firms outperform other widely
held firms. So far, research in this context is mainly based on regression analysis (Rutherford

et al., 2008), which has been noted to limit the systematic exploration of the conditions
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complementarity and substitutability in different components of family involvement (Garcia-
Castro & Aguilera, 2014).

According to Gioia et al. (2012), studying organizational dynamics via construct elaboration
and measurement sometimes hinders researchers™ ability to gain deeper knowledge of the
organizational dynamics. Though much is known about the phenomenon under investigation,
the lack of convincing research that discovers the potential causal connection between family
involvement and listed family firm performance is still missing. Hence, in this research, rich,
detailed, and evocative (qualitative) data was gathered to shed more light on the phenomenon.
Accordingly, in order to meet the study’s potential for description, explanation, and
prescription, | felt that it was necessary to discover relevant concepts for the purpose of theory
building that might guide the creation and validation of constructs and measurement
instruments in the future. Therefore, instead of construct elaboration (which can be measured
and quantified as variables), in this study, | aimed to develop concepts, by which is meant “a
more general, less well-specified notion capturing qualities that describe or explain a
phenomenon of theoretical interest” (Gioia et al., 2012, p. 4). Moreover, in order to capture
concepts relevant to the human organizational experience, in terms that are both adequate at
the level of meaning for the people living that experience and adequate at the level of
scientific theorizing about that experience, qualitative methods were utilized. In addition, |
aimed at theory elaboration, not theory verification (see Eisenhardt & Graebner, 2007). Thus,
these are the additional reasons why the decision to use thematic interviews and qualitative
methods of analysis as qualitative research methods (e.g., Denzin & Lincoln, 2003) in

Publications 2 and 3 was justified (see also Edmondson & McManus, 2007).

2.4 Research process

The research process leading to the completion of this doctoral dissertation started in 2008,
when | started to investigate psychological ownership in family firms. The study was inspired
by discussions with my supervisor, who strongly emphasized the need for more theoretical
and empirical research on psychological ownership and firm performance in the family
business context. Especially the family business definition problem and the question of how
the family influences firm performance seemed central to the field. Since there were not
enough explanations and convincing theory in the previous literature, the logical step was to

engage in research striving towards an increased understanding of these features of family
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businesses. Therefore, from the beginning of the research process, | aimed for both scientific

utility” and practical utility®.

After publishing several conference papers on psychological ownership and family firms in
international academic conferences around the world, Publication 4 was finished and
published in the Journal of Family Business Strategy in November 2011. Between the years
of 2012 and 2013, | was on maternity leave and did not complete any doctoral studies or
publications. Therefore, Publications 1, 2, and 3 were all written and submitted and/or
published in 2014. In order to establish a comprehensive view of previous studies comparing
performance differentials between listed family and non-family firms, systematic literature
review was conducted in Publication 1. It is noteworthy that Publication 1 is utilized in
Publications 2 and 3, since the findings from this publication form the foundation and the
central part of the theoretical frameworks for these empirical studies. As a result of the
systematic literature review, we identified several research gaps that should be addressed in
future studies. Thereby, the question concerning what factors might enhance organizational
performance in listed family companies was addressed in Publications 2 and 3. These
publications are based on the same interview data, but investigate the topic from different
perspectives: Publication 2 focuses on mapping the mechanisms through with family
ownership leads to improved performance “inside” the family, whereas Publication 3 focuses
on studying how the relationship with stakeholders can promote (or hinder) the performance

of listed companies.

The qualitative research conducted in Publications 2 and 3 can be characterized as both a
reflexive (e.g., Denzin & Lincoln, 2003) and an iterative (e.g. Morse, Barrett, Mayan, Olson
& Spiers, 2002) learning process. Whereas reflexivity refers to the process in which the
researcher critically evaluates the research phenomenon and questions the choices made
(Banister, Burman, Parker, Taylor, & Tindall, 1994), an iterative process refers to moving

backward and forward between design and implementation, rather than following a linear

7 Scientific utility of a theoretical contribution “is perceived as an advance that improves conceptual rigor or the specificity of
an idea and/or enhances its potential to be operationalized and tested” (Corley & Gioia, 2011, p.17-18).

8 Corley and Gioia (2011) maintain that the practical utility of a theoretical contribution “is seen as arising when a theory can
be directly applied to the problems practicing managers and other organizational practitioners face” (p. 18).
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research process (Morse et al., 2002). This way, the analysis in qualitative research is actually
self-correcting, since congruence among question formulation, literature, recruitment,
strategies of data collection and analysis is ensured (Morse et al., 2002). As is typical for a
gualitative research process, the research questions were revised several times during the
research process (Denzin & Lincoln, 2003). For instance, re-analyzing the data (both
individually and jointly with co-authors) and revising the manuscripts several times before
submitting them to journals, and also revising the publications based on colleagues’ and

reviewers” comments, were parts of this critical evaluation process.

2.5 Evaluation of the quality and rigor of the study

According to Tranfield et al. (2003), systematic reviews improve the quality of the review
process and outcome by employing a transparent and reproducible procedure. This method
was chosen for Publication 1 because we wanted to decrease the possibility for selection bias.
For example, the research by Newbert (2007) indicates that if the sample is not based on a
systematic review method, it is possible that researchers will leave out articles that have been
published in journals representing academic disciplines with which they were less familiar.
Further, Newbert (2007, 122) also argues that “this type of subjective sampling may result in
the selection of articles based on the researcher’s unconscious predispositions, the
consequence of which is a potentially biased sample that does not accurately represent the
population from which it was drawn” (Kerlinger & Lee, 2000). Therefore, the first stage of
the systematic review in Publication 1 was an iterative process of definition, clarification, and
refinement of the topic. Within the listed family business literature, this included conducting
scoping studies to evaluate the relevance and size of the current research and to delimit the
subject or topic. Further, these studies needed various cross-disciplinary perspectives and
alternative ways in which a research topic has been tackled. In addition, this scoping study
included a brief overview of the theoretical, practical, and methodological debate in the field
and subfields (Tranfield et al., 2003).

As noted, a systematic review is a replicable, scientific, and transparent process that, through
exhaustive literature searches of published studies, and by providing an audit trail of the
reviewers’ decisions, procedures, and conclusions (Cook, Mulrow & Haynes, 1997), can help
minimize bias. In other words, using the systematic review methodology helped us to

counteract bias by making explicit the values and assumptions underpinning the review
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(Tranfied et al., 2003). Through theoretical synthesis of fields and sub-fields, the 'best
evidence' was assimilated, to provide insights and guidance for academics and practitioners.
For academics, the reviewing process increased methodological rigor. In addition, as
Tranfield et al. (2003) suggest: “By enhancing the legitimacy and authority of the resultant
evidence, systematic reviews could provide practitioners and policy-makers with a reliable
basis to formulate decisions and take action” (p. 208). There, for practitioners and policy-

makers, a systematic review helped to develop a reliable knowledge base.

According to Eisenhardt (1989), qualitative research is an on-going discussion of whether
reliability and validity are relevant when evaluating the quality of research. While reliability
refers to the repeatability of the research (e.g., Sandelowski, 1986), validity refers to the
degree to which a study accurately reflects or assesses the specific concept that the researcher
is attempting to measure (e.g., Wainer & Braun, 1988). Unlike in quantitative research, the
methods of collecting and analyzing data in qualitative research are not standardized (Bluhm
et al., 2011), and neither are the criteria by which the quality and rigor of qualitative research

are evaluated.

However, some suggestions of how to ensure the quality and rigor of qualitative research have
been given in methodological literature. For instance, Lincoln and Guba (1985) and Yin
(2003) note that the validity and reliability of a study can be increased in many ways, and
suggest several criteria and tests for judging the quality of research designs, such as
trustworthiness, credibility, dependability, transferability and confirmability. For instance,
when evaluating the quality and rigor of a study, questions such as “Do the findings
illuminate participants’ experiences and/or understanding of the phenomenon under study?”,
“Are the informants’ accounts and the author’s interpretations plausible?”, “How was the
study done?”, and “To what extent has the author provided sufficient detail of their approach
to convince the reader of its rigor and appropriateness?” should be considered (Long &
Godfrey, 2004).

The basic strategy to ensure rigor in qualitative research is systematic and self-conscious
research design, data collection, interpretation, and communication (Mays & Pope, 1995).
Beyond this, we also sought to achieve two other goals: 1) to create an account of the method

and data that can stand independently so that any other researcher could analyze the same data
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in the same way and come to the same conclusions; and 2) to produce a plausible and

coherent explanation of the phenomenon under scrutiny (Mays & Pope, 1995).

In Publications 2 and 3, by following the guidelines presented by Gioia et al. (2012), we also
aimed to increase the level of qualitative rigor. That is, we provided the specific first-order
and second-order concepts. In addition, to further increase the qualitative rigor in our
publications, we added a detailed presentation of the data structure, showing how we

progressed from raw data to establishing the terms and key themes.

Moreover, in order to establish a chain of evidence and to allow the evaluation of consistency
between the theoretical concepts and the empirical evidence (interview data), we selected
representative data for each first-order concept and presented it as “power quotes™ (see Pratt,
2009). Pratt (2009) argues that the evidence concerning our interpretations is “the most
compelling bits of data you have, the ones that effectively illustrate your points. These should

be in the body of your paper” (p. 860).

Qualitative studies are often accused of containing bias toward verification (the tendency to
confirm the researcher’s preconceived notions) (e.g., Flyvberg, 2006). In order to reduce the
tendency to confirm the researcher’s preconceived notions, the themes in Publication 2 and 3
were re-analyzed and revised several times. Moreover, in order to reduce our bias toward
verification and to increase the qualitative rigor of our study, the data was analyzed
individually and separately by all authors, as described earlier. According to Morse et al.
(2002), verification® in qualitative research refers to “mechanisms used during the process of
research to incrementally contribute to ensuring reliability and validity and, thus, the rigour
of the study” (p. 17).

In addition, since critical realism most closely reflects my view of the world and was selected
as a research paradigm for this study, investigator triangulation (e.g., Denzin, 1970; Lincoln
& Guba, 1985) was utilized. As noted, according to critical realism, as the world is partly
socially constructed and discursive, and partly extra-discursive and “real”, individuals

“construe” the world together. Therefore, the window to reality is formed through the picture

° Verification is “the process of checking, confirming, making sure, and being certain” (Morse et al., 2002, 17).
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of reality triangulated with the perceptions of others (Healy & Perry, 2000). That is, to
improve the analysis and understanding of construction of others, investigator triangulation
was taken to involve more than one investigator in the analysis process and to get multiple
interpretations of the data. Accordingly, multiple investigators were used, in order to decrease
the potential of bias in gathering, reporting, coding, or analyzing the data (Denzin, 1970;
Mitchell, 1986) and to contribute to the internal validity (Boyd, 2000) of the study.

It is suggested that investigator triangulation has more potential to keep the findings honest
and thereby to increase the credibility and value of these findings (Denzin, 1970; Lincoln &
Guba, 1985). As Banik (1993) put it: “Analysis of data (particularly qualitative) by multiple
analysts serves not only to amplify the findings and increase validity but also add to
reliability” (p. 49). Thereby, the findings made by each investigator develop a broader and
deeper understanding of the issue. Hence, Mays and Pope (1995) have also suggested that
reliability of the analysis of qualitative data can be enhanced by organizing an independent
assessment of transcripts by additional skilled qualitative researchers and comparing
agreement among the raters. Accordingly, when the findings from the different investigators

came to the same conclusion, the confidence in the findings in our study was strengthened.

2.6 The key theoretical lenses assisting data analyses

Besides defining the theoretical purpose of the study, in qualitative research, it is important to
introduce the theoretical lenses that assist in data analyses. Theoretical lenses refer to the
concepts and theories (set of concepts) that assist in filling the knowledge gaps identified. As
presented in previous subsections, each publication has its own target discussion, knowledge
gaps, assisting concepts, and theories. The key theoretical lenses that assisted us in the data

analysis are presented in the following.

Publication 1 aims to establish a comprehensive view of the previous studies that compare the
performance differences between listed family businesses and listed non-family businesses.
Thus, this publication utilizes concepts such as family firm (e.g., Gersick, et al., 1997; Gomez-
Mejia et al., 2011; LaPorta et al., 1999) and firm performance (e.g, Rickhard et al., 2009). In
addition, the theories of agency (e.g., Berle & Means, 1932; Eisenhardt, 1989; Jensen &
Meckling, 1976), stewardship (e.g., Davis et al., 1997), and resource-based view (e.g.,
Barney, 1991; Penrose, 1959; Wernerfelt, 1984) assisted in the thematic analysis.
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Publication 2 and Publication 3 represent a thematic qualitative interview study and a
systematic inductive approach, as previous comparative firm performance studies have
remained descriptive in nature and have not been able to provide in-depth evidence and
explanations of family firm superiority in the context of listed firms. Thus, the data analyses
employed in these publications are less theory-driven than in the other publications. In more

detail, new concepts were identified from the data and brought into the analysis.

Publication 2 aims to fill the above mentioned research gap by mapping the mechanisms
through which family ownership promotes performance in listed firms. Publication 2 is
limited to the factors we label ‘internal,” representing behaviors, attitudes, and motivations of
the family-owners. When analyzing the data, we employ mainstream and family business
literature on values (Hall, 2003; Koiranen, 2002), qualifications and competencies (e.g.,
Lubatkin et al., 2005; Schulze et al., 2001), feelings of possessions (e.g., Pierce & Jussila,
2010; Rantanen & Jussila, 2011), long-term orientations (e.g., Lumpkin, Brigham & Moss,
2010; Miller & Le-Breton-Miller, 2006), cooperation (e.g., Ring & Van de Ven, 1994,
Sorenson, 1999), and trust (e.g., Barber, 1983; Bradach & Eccles 1989; Gambetta, 1988).

Publication 3 aims to understand how the relationships with stakeholders promote (or hinder)
the performance of listed family firms. Thereby, the concepts and theories related to
stakeholders (e.g., Freeman, 1994), commitment (e.g., Buchanan, 1974; Meyer & Allen,
1991), and reputation (e.g., Arregle et al., 2007; Tagiuri & Davis, 1996), are utilized in the

data analysis, for instance.

Finally, Publication 4 is conceptual and aims to add clarity to the definition of family business
by presenting a construct that is capable of measuring realized and actual family influence
instead of potential family influence. Thereby, collective psychological ownership literature is
utilized to show how the proposed construct (F-CPO) helps to overcome the problems and
weaknesses of the previously widely used approach, the F-PEC scale. We present the
mainstream literature on individual (e.g., Pierce et al., 1991; Pierce et al., 2001; 2003) and
collective (e.g., Pierce & Jussila, 2010; 2011) psychological ownership to show how a
collective sense of possession comes into existence in family businesses. We also utilize the
mainstream literature on family firms (e.g., Astrachan et al., 2002; Chua, Chrisman & Chang,
2004; Gomez-Mejia et al., 2007; Habbershon et al., 2003; Kets de Vries, 1996; Sharma, 2004;
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Tagiuri & Davis, 1996) when describing the fusion of the family and the business, and the
links between the proposed construct F-CPO and different dimensions of F-PEC scale (power,
experience, and culture). In more detail, this mainstream literature includes such definitions
and concepts as family ownership (e.g., Chua et al., 1999; Klein et al., 2005; Zellweger,
Eddleston, & Kellermanns, 2010), family governance and management (e.g., Anderson &
Reeb, 2003; Miller & LeBreton-Miller, 2006; Morck, Shleifer & Vishny, 1988) and family
culture (e.g., Denison, Lief & Ward 2004; Klein et al., 2005), for instance.
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3. THE PUBLICATIONS

This chapter presents the publications that compose Part Il of this dissertation. The structure
of this chapter is as follows. First, the publications, their overall objectives, and their main
findings are briefly introduced. Second, the findings of the publications are more thoroughly

discussed when the answers to the research questions set for the dissertation are presented.

The overall objective of this study, and consequently also of the publications, is to describe
and understand the how family as an owner-collective can increase firm performance, and
therefore, act as a source of sustainable success in listed companies. Each of the publications
contributes differently to the above mentioned objective, and they are presented in a
chronological order. In more detail, in publication 1, we conduct a systematic review analysis
of empirical studies that exclusively focus on comparing the performance differences between
listed family and non-family firms. We map out the used independent variables and
theoretical frameworks, and address the limitations and research gaps of previous studies
when trying to look at the explanatory factors for performance differentials between listed
family and non-family firms. Further, the findings from Publication 2 contribute to the
research question “How can family involvement be seen as leading to improved performance
in listed firms? ”, and Publication 3 contributes to the research questions “Which stakeholders
are identified as playing a particular role in the success of family business? ”, and “How and
why do the stakeholders support or hinder the success of family firms?” by providing in-depth
empirical evidence on the phenomenon. Finally, Publication 4 introduces collective
psychological ownership of family over business (F-CPO) as a construct that
comprehensively captures the fusion between the family and the business, and reflects the
realized family influence on and interaction with the business. Figure 2 presents the specific
research question of each publication and the contribution of each publication to the academic

target discussion.
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Figure 2. Research questions and contributions to academic target discussion

Publication 1

The specific research question:

Contribution to the academic target discussion:

How can the dominant role of
the family and involvement in

business explain the success of
listed family firms?

A 4

Presents a comprehensive framework from

previous empirical studies trying to explain

the mechanisms leading to the performance

differentials between listed family and non-
family firms

Publication 2

How can the dominant role of

the family and involvement in

business explain the success of
listed family firms?

Addresses the question by discussing how
family ownership improves firm performance

Publication 3

How can the dominant role of

the family and involvement in

business explain the success of
listed family firms?

Publication 4

A 4

How can the dominant role of the
family and involvement in
business explain the success of
listed family firms?

A 4

Addresses the question by discussing how
stakeholder relations affect performance, and
how and why certain stakeholders promote
(or hinder) the success of family firms

A4

Presents collective psychological ownership
of family over the business as a construct
that captures the actual fusion between the
family and the business, which in turn
determine and affect performance outcomes
and success

Next, the overall objectives and main findings of each publication are presented.

3.1 A Systematic Review of Studies Investigating the Performance Differentials

Between Listed Family and Non-Family firms

3.11

Overall objective

The aim of Publication 1 (Rantanen & Tuominen, 2014) is to provide a more comprehensive

view of the previous studies that compare the performance differences between listed family

businesses and listed non-family businesses by conducting a systematic review analysis on the

topic. This paper aims to answer sub-question 1: “How have previous studies explained the

performance differences between listed family and non-family firms?” Besides analyzing the

performance differentials, this publication aims to map out the used independent variables and

theoretical frameworks that previous scholars have utilized in their empirical analyses. In
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addition, the paper address the limitations and research gaps of previous studies when trying
to look at the explanatory factors for performance differentials between listed family and non-

family firms.

3.1.2  The main findings

This publication maintains that the distinctive and heterogeneous features of family firms
imply that family involvement in ownership, management, and governance can potentially be
either a value-destroying (i.e., leading to loss of decision-making efficiency and financial
performance) or a value-creating (i.e., ameliorating some of the problems that arise due to
separation of ownership and control, and/or enhancing performance) resource in listed family
firms. The findings of this study are two-fold as most of the reviewed articles (27 out of 54)
reveal that listed family firms outperform listed non-family firms. However, almost as many
studies (25 out of 54) see the performance differences and outcomes as ambiguous and
inclusive (e.g., family ownership is positively related to performance measured by ROA or
ROE but negatively when measured on Tobin’s q). Therefore, there seems to be significant
variation in results across studies. However, only two studies in this review show directly that
listed family firms perform worse than non-family firms. We argue that structural aspects of
family firm governance and applied theoretical frameworks in the studies explain the
variation across the studies. Based on our review, we also identified several research gaps that

should be addressed in future studies.

3.2 Families as determined owners of listed firms

3.2.1  Overall objective

Publication 2 (Rantanen & Jussila, 2014) addresses the sub-question “How can family
involvement be seen as leading to improved performance in listed firms?” Extant literature
identifies that listed family firms outperform their non-family counterparts. Despite a
multitude of research, previous studies have remained descriptive in nature as they do not
provide in-depth evidence and explanations of family firm superiority in this context. What
seems to be missing is research that discovers the potential causal connections between family
ownership and listed family firm performance. In order to fully describe and explain listed

family firm success, it is necessary to discover relevant concepts for the purpose of theory
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building which can also guide the creation and validation of constructs and statistical
instruments. Therefore, in this publication, empirical investigation is engaged concerning the

mechanisms through which family ownership promotes the performance of listed firms.

3.2.2  The main findings

The publication identifies several factors affecting the behaviors, attitudes, and motivations of
family-owners. The findings from this publication indicate that families have normative
pressure and internal motivation to take care of the business, they drive for excellence by
requiring and developing value-adding competencies, long-term value is generated by
persistent work and making sacrifices and effective governance is based on family unity and
coalescing. Accordingly, the family can gain strength from the association and specialization

of family members on both individual and collective levels.

3.3 Families as trusted owners of listed firms: Creating stakeholder value in a hostile

tax environment

3.3.1  Overall objective

Publication 3 (Rantanen, Jussila & Tuominen, 2014) addresses the sub-questions “Which
stakeholders are identified as playing a particular role in the success of family business?”,
and “How and why do the stakeholders support or hinder the success of family firms?”
Although previous studies have provided us with valuable evidence on performance in listed
family firms, something that hinders our ability to deepen our knowledge of organizational
dynamics is still missing. That is, the extant literature does not provide in-depth empirical
evidence on the mechanisms through which the performance differences emerge. Therefore,
this publication contributes to this dissertation by discussing how the relationships business
families and their firms have with their stakeholders, may promote the performance of listed
family firms. Through systematic inductive analysis, the publication discovers relevant
concepts and builds new pieces of theory on the factors affecting the performance of listed

family firms.
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3.3.2  The main findings

The findings in this publication suggest that the key representatives of listed family firms and
owner families see the customers, employees, collaborators, minority shareholders, and tax
regulators as stakeholders that have a notable role in the comparative performance of the
listed family firm. While the first four are seen as having a positive impact, the tax regulators
are seen as hindering the success and even threatening the existence of listed family firms.
The findings in this publication suggest that family ownership that is characterized, for
instance, by family guidance, family values, morals, responsibility, sacrifices, patience, and
stability, shape stakeholders’ perceptions about the business. Within this context of trust and
mutual identification, the family and its stakeholders engage in co-creation of value in which

all parties win over time.

3.4 F-CPO: A collective psychological ownership approach to capturing realized

family influence on business

3.4.1  Overall objective

Publication 4 (Rantanen & Jussila, 2011) builds on the literature on family businesses and
collective psychological ownership to examine the interaction between the family and the
business. The sub-question that this paper aims to answer is “How does collective
psychological ownership reflect the realized family influence on and interaction with the
business?” Even though the fusion of family and business systems has been central to the
research field, the lack of theoretical clarity on the nature of this fusion beyond the social
systems approach has remained. Consequently, the main objective of Publication 4 is to
understand how F-CPO as a construct is capable of measuring realized family influence,

thereby adding clarity to the definition of family business.

3.4.2  Main findings

The publication suggests that unlike previous constructs, such as the F-PEC scale, collective
psychological ownership of family over business (F-CPO) can be seen as indicating realized,
rather than merely potential, family influence on the business (i.e., how a family de facto

affects the business). Further, F-CPO captures a broader range of interactions in addition to
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the collectivity, identification, and interdependence among family members in interactions

with the business.

3.5 Answers to the research questions

This chapter presents more detailed answers to the research questions of this study. First,
answers will be provided to the five research sub-questions. After that, at the end of this
chapter, the main research question of the study “How can the dominant role of the family and
involvement in business be seen as explaining the performance of listed family firms?”” will be

answered.

The first sub-question was “How have previous studies explained the performance differences
between listed family and non-family firms?” Findings from Publication 1 indicate that
although most of the studies reveal that listed family firms outperform non-family firms, there
is also great variation across the studies. In more detail, the positive relationship between
family involvement (in ownership, control, and management) and firm performance is seen as
ambiguous and not self-evident. Based on our systematic review analysis, we were able to
categorize two distinguishable and dominant factors that drive this variation across the studies
and explain the performance differentials: 1) structural aspects of family firm governance, and
2) applied theoretical frameworks in the study (agency, stewardship or RBV). In addition, we
also identified several research gaps that should be addressed in future studies. To our
surprise, contextual factors (e.g., geographic location, industry affiliation, the stage of the
family firm, general economic and political conditions) and socio-psychological factors
influencing the business owners’ and stakeholders’ attitudes, motivations, and behaviors were
not stressed enough as potential explanatory factors for performance differentials, and

therefore we found a research gap there.

Further, all previous studies have investigated specific causal relationships between various
variables, but have not used qualitative research methods in order to capture the contextual
factors behind performance differences. The findings of our review show that scholars have
mainly used agency and/or stewardship theory as theoretical basis for their studies, whereas
the potential of the resource-based view (RBV) and social capital theory have not been much
utilized in previous empirical studies. Therefore, we give several conclusions on how these

theories could be utilized in future studies. Our study also has strong practical implications;
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by understanding the differences and unique sources of competitive advantage in listed family
firms, managers are able to improve their organizational performance and succeed during

times of economic recession and crisis.

Publication 2 addresses the sub-question “How can family involvement be seen as leading to
improved performance in listed firms?” The findings from Publication 2 indicate that the
family has a normative pressure to stay and nurture the business. Further, this pressure is
reflected in the behavior of the family, and thereby family ownership is driven by the desire
for excellence. In more detail, those value-adding competencies that make it possible to
succeed are required and developed. Making intimate investments (e.g., time, energy,
competencies) commits the family members to the business, and they come to exhibit strong
feelings toward the family business. Hence, as they develop emotional ties and link their
identity to the business, an internal motivation to take care of the business is developed. This
affective pull and feelings of responsibility in turn explain the family’s long-term orientations
and resilience (persistent work and sacrifices). Finally, the family manifests itself as a social
unit and collective structure, which brings more power to dominant ownership and serves as a
foundation for all the above-mentioned mechanisms through which performance is enhanced.
Thereby, the contribution of this publication is that it illustrates the essential concepts that are
relevant in the emergence of socially constructed cognitive structures that increase the
potential for such attitudes, motivations and behaviors among family members that result in

positive performance and success.

The third sub-question was “Which stakeholders are identified as playing a particular role in
the success of family business?” The findings from Publication 3 indicate that customers,
employees, collaborators, minority shareholders, and tax regulators as stakeholders have a
notable role in the comparative performance of the listed family firm. While the first four are
seen as having a positive impact, the tax regulators are seen as hindering the success, and

even threatening the existence of listed family firms.

The fourth sub-question was “How and why do the stakeholders support or hinder the success
of family firms?” The findings from Publication 3 confirm that it makes a difference to
stakeholders who act(s) as (a) dominant owner(s) in listed companies. According to our study,
humane values and morals can serve as the basis for corporate purpose in listed family firms.

The sacrifices made by the family, the guidance provided by the family, face-full, stabile,
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responsible and patience ownership, as well as family’s long term orientation to the business
can attract, motivate, promote respect, and foster solidarity, commitment, and enthusiasm
among employees, customers, investors and collaborators. Within this context of trust and
mutual identification, family firm and stakeholders engage in co-creation of value, and
products and services are developed to create constantly more value to the customers, for
instance. This is what serves to create the performance differences between family and non-
family firms in the stock market context. This may also be noticed by minority shareholders,
who seek for secure and valuable long term investments rather than short-term speculation. It
is seen that the entering of a respected family owner into the dominant position in a firm with
previously dispersed holdings is valued by the minority shareholders, reflecting on the price
of stock. However, thanks to stock market discourses maintaining and reconstructing realities
negative to family ownership, the performance effect of family ownership in terms of market
valuation and through minority shareholders may also be negative. In addition, the hindering
role of tax regulators was emphasized, since it was put forward that inheritance taxation

creates a lot of problems for owner-families.

The fifth and final sub-question was “How does collective psychological ownership reflect
the realized family influence on and interaction with the business?” The findings from
Publication 4 answer to this research sub-question. The findings from Publication 4 address
how collective psychological ownership of family over the business (F-CPO) is an outgrowth
of collective action (interaction) focused on a target of ownership (the business) with which
members of the family engage. Thereby, F-CPO is not seen as emerging from any action, but
from the family’s 1) collective control over a target of collective possession, 2)
interdependent investment (of energy, time, intellect, skills, and physical resources) in that
target, and 3) inter-subjective familiarization (knowledge processing) with the target and
personalization of that target. When the members of the family recognize that they participate
in the collective action as a member of an entity that has psychological significance for them,
F-CPO can be used to indicate realized, rather than merely potential, family influence on the

business (i.e., how a family de facto affects the business).

Above, | have answered the five specific research sub-questions presented in this doctoral
dissertation. By answering these research sub- questions, it is possible to answer the main
research question of this study: “How can the dominant role of the family and involvement in

business be seen as explaining the performance of listed family firms?”
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First, Publication 1 offers a comprehensive framework of previous research by gathering
together all the empirical studies concentrating on comparing the performance differences
between listed family and non-family businesses published between 1998 and 2014. This
systematic review, listing the independent variables previous scholars have used to explain the
family involvement and firm performance relationship, gives support for the notion that there
is something special about the family that explains the success of these firms. In more detail,
Publication 1 only partly answers the main research question by mapping the variance of
explanatory factors addressed in previous research. Based on the limitations and gaps found, it

further clarifies and specifies the main research gap and research question.

Second, based on the findings of Publication 2 presented above, it can be argued that
dominant family ownership in listed companies represents a structure that differs from the
traditional views of agency and stewardship. In more detail, instead of confrontation and
contracts between individual principals, other principals, and agents, the family members in
listed companies form a social collective in which is able to achieve more than the individuals

by themselves.

Third, Publication 3 shows that stakeholders notice the difference between family and other
types of ownership. The stakeholders reciprocate with favorable attitudes and behaviors
towards the listed family firm, which then helps explain the performance differences between
them and public non-family firms. Thereby, the findings from Publications 2 and 3 address
how the family, as a dominant owner of the business, is able to influence stakeholders and

firm performance.

Fourth, the mechanisms that have emerged in Publications 2 and 3 are closely linked to the
psychology of ownership. Accordingly, Publication 4 makes a thorough theoretical overview
of the subject and highlights collective psychological ownership as a major explanatory factor
that can be used to explain the relation between family involvement and firm performance. In
more detail, other than in listed family firms, the findings from Publication also 4 apply in the

family firm context in general.
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4.  DISCUSSION AND CONCLUSIONS

This chapter presents the theoretical and practical contributions and implications of the study.
It also discusses the limitations of the study, as well as questions that were not thoroughly

addressed, thereby giving some guidelines and suggestions for future research.

4.1 Theoretical contributions and implications

As the aim of scientific research is to generate new theoretical insights that advance our
understanding of the investigated issues, the findings from the publications in this doctoral
dissertation contribute to the research on family firms in many ways. As indicated by
Chrisman and colleagues (2006), the ultimate objective of family business research should be
to develop a theory of the family firm that describes and explains the distinctive nature of this
organizational form, as well as the variations within the heterogeneous group of family firms.
As scholars have not yet conducted literature reviews on empirical studies that exclusively
focus on comparing the performance differences between listed family and non-family firms,
this study fills this research gap by offering a comprehensive view of previous comparative

research.

In more detail, the findings from Publication 1 contribute to the previous reviews/meta-
analysis of the performance of family firms (e.g., Amit & Villalonga, 2013; Carney et al.,
2013; Mazzi, 2011; O'Boyle et al., 2012). That is, when focusing solely on reviewing articles
that deal with the performance differential between listed family and non-family firms, more
specific knowledge on the characteristics of exchange-listed firms is obtained. As LePine and
Wilcox-King (2010) note “there is great value in research intended primarily to review and
summarize the theoretical and empirical knowledge existing in a given literature or content
domain, especially when the review is relevant, comprehensive, and coherent as a compelling
narrative that partitions and puts in order essential past accomplishments while identifying
important challenges and future opportunities” (p.506-507). This is exactly what we have
done in Publication 1. Thereby, our contribution to academics is that, with a systematic
review method (Tranfield et al., 2003), we have brought together previous literature and
existing knowledge, and have provided a comprehensive framework of the studies,
independent variables and theoretical frameworks used to explain firm performance

differentials between listed family and non-family firms in previous empirical research.
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Further, besides contributing to previous research, Publication 1 also contributes to
Publications 2 and 3 by forming the central part of the theoretical framework for these studies.
Thus, Publication 1 addresses the limitations and research gaps raised from previous empirical
research; thereby it gives clarification and specification for the questions addressed in
Publications 2 and 3. In other words, in addition to summarizing previously established
studies, we have also pointed out potential problems, weaknesses, and limitations, and have
inspired new discussions and directions for further research activity. In more detail, we have
made a contribution by addressing the need for the utilization of new theories in the search for
underlying reasons for performance differences between listed family and non-family firms.
Hence, we have provided evidence that existing theories are deficient and inefficient in
explaining this particular phenomenon, and that a fundamental shift in thinking is needed to
advance our understanding. By bringing new insights into the family’s social capital and
resources, for instance, important research gaps that previous studies have not considered
have been discovered. Thereby, besides providing a synthesis and convenient repository for
existing knowledge on performance differentials between listed family and non-family
businesses, we have also encouraged and motivated more empirical and theoretical research

that can advance our understanding of the concepts and/or processes relevant to the issue.

We have also made a contribution by challenging existing methods and analysis. That is, we
have shown that despite considerable scholarly efforts in firm performance research, previous
studies comparing the performance of listed family and other types of firms have remained
vague, lacking empirical evidence and confirmation from the family business representatives.
Moreover, most previous studies have relied on regression analysis (Rutherford et al., 2008)
and have investigated specific causal relationships between various variables with quantitative
methods, which present limitations when dealing with complex configurations such as the
components of family involvement. Hence, scholars have not been able to establish a
comprehensive framework and an in-depth understanding of various factors that explain why
listed family firms outperform other widely held firms, as they have not been able to present
clear results on how firm performance is actually impacted by the family. What has been
missing is a convincing theory that links the involvement and behavioral consequences. We

see that this has hampered the development of a rigorous theory of family business.
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Furthermore, our review is also of high worth, since the systematic review method has given
us the possibility to decrease selection bias and obtain more reliable results, by presenting a
transparent and reproducible procedure. In addition, Publication 1 has great value since it has
provided academics with the newest knowledge in this field since the majority of the

reviewed articles were published during the years 2010-2014.

Overall, the findings of Publication 1 contribute to a previous study by Amit & Villalonga
(2013) in that, besides investigating the performance differentials and identifying the factors
that drive the variation in results across studies, we also evaluate the contributions of each of
the three main theories that are used in the reviewed articles. That is, one contribution of our
study relies on the argument that the potential of stewardship, RBV and social capital theories
has not been fully explored and utilized in previous research as compared to agency theory,
which was overemphasized in the reviewed articles. In addition, prior research often seems to
list independent results rather than components of the carefully constructed arguments.
Moreover, besides quantitative theory verification, there is also more need for qualitative
theory building and development. As yet, we see that the lack of appropriate methods and
tools has prevented further empirical exploration of the subject. Overall, we note that there is
a need for empirical research that shows a clear, insightful chain of reasons describing why
listed family firms perform better than other widely held firms. Thereby, we note that, in
order to understand the competitive advantages and unique resources of listed family firms,
scholars should also apply inductive, theory-building research by using longitudinal,
gualitative research methods. For example, the perceptions of attitudes and motivations are
always subjective, and also depend on the contextual aspects of family firms, which should be
considered when conducting further studies.

Although previous studies have provided us with valuable evidence on performance in listed
family firms, something that hinders our ability to deepen our knowledge of organizational
dynamics has still been missing. Therefore, in order to capture the contextual factors behind
the performance differences, in Publications 2 and 3, we have provided more empirical
evidence by giving the owner-families the possibility to share their views. In other words, we
have given a voice to the ‘insiders’. That is, by applying qualitative research methods, we

have been able (or at least begin) to fill the research gap arising from Publication 1.
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The findings from Publication 2 are novel in that they present how family ownership and
family’s involvement in business explain the success of listed family firms, and why the
family as an owner-collective acts “better” than a “normal” shareholder of a listed company.
That is, family ownership in listed companies represents a structure that differs from the
traditional views of agency (e.g., Jensen & Meckling, 1976), stewardship (e.g., Davis et al.,
1997), and the resource-based view (e.g., Barney, 1991). In more detail, our findings indicate
that, in contrast to shareholder capitalism and agency theory which consider humans as
individualistic, opportunistic, and self-serving, and assume that the behaviors of an investor
are based on the incentives and motivations to maximize private profits (i.e., value of shares)
(e.g., Eisenhardt, 1989), the family members form a social unit that is motivated to act

together toward their mutual, collective purpose or benefit.

Further, normative pressures that obligate family members to stay in the business and to strive
for the success of the company and the development and usage of ownership-related
competencies and resources are not based on contracts between individuals, as hypothesized
in previous research on listed companies, but the family members are rather obligated to
nurture the business, because of family histories, traditions, values, and cultures. In more
detail, our findings indicating that the unique, dynamic and intangible resources and
competencies of listed family firms that operate as a source of competitive advantage
separating them from non-family listed companies, are not related to general business
competencies (as in mainstream family business literature borrowing from the resource-based
view) but to competencies related to being the best possible owner for the listed company (on

the board of directors, owners’ committees etc.).

As opposed to agency theory which maintains that shareholders’ rights and privileges include
the right to sell their shares (e.g., Eisenhard, 1989), family owners, who are emotionally tied
to the business and who have come to experience “true” ownership feelings and personal
responsibility for the business, do not want to give up their possessions, but pursue long-term
orientation and objectives. In the light of this evidence, we highlight how family ownership in
listed firms can be understood in a different manner form the traditional agency view, and

explain arguments for why listed family firms perform better than listed non-family firms.

In more detail, in hard times and during recessions, family ownership can bring strategic

flexibility to companies, since families are not the first ones to lay off staff and cut
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investments in order to gain private benefits like “normal” shareholders. Hence, this, and the
fact that the family as an owner-collective pursues different goals and objectives from
traditional shareholders, indicates that listed family firms can offer a potential form of
business organization to attain sustainable development. Thereby, our contribution is that,
unlike previous empirical studies, we have brought empirical evidence from everyday reality
and the perspectives of the “insiders” to the question of why family owners behave unlike

other listed company owners in times of difficulties.

Moreover, our findings indicate that the agency theory notion of a self-serving individual does
not apply among family owners, but instead the family forms a social group of people acting
together for their mutual purpose or benefit. The family’s collective behaviors and
cooperation can be seen as the result of familial ties and shared family histories. As our
findings indicate communication, interaction, mutual support, and trust are important

attributes for these social relationships.

Further, in the light of our findings in Publication 3, it is to be questioned, whether agency
theory could provide sufficient understanding of the listed firms and their performance. In
particular, as we focus on a sub-group of listed firms (i.e., listed family firms), a richer
framework is required. In this respect, our work supports the existing ideas according to
which much of the required explanatory power is and could further be found in the
stakeholder theory of the firm. Our contribution in Publication 3 is that, unlike previous
studies, we have put forth that the stakeholders reciprocate with favorable attitudes and
behaviors towards the listed family firm, which then help explain the performance differences
between them and public non-family firms.

As a novel idea to the knowledge of listed firms, minority shareholders can actually feel more
at ease as they know — just as the other stakeholders have been claimed to know - that the
face-full, trustworthy, responsible, self-sacrificing and hard-working owner assumes (over
generations) the role of the captain of the ship and mobilizes other stakeholders in joint
creation of mutual value — in a ‘cooperative climate’ (Miller & Le Breton-Miller, 2006) and
under an ‘implicit contract’ Lee (2006) — while keeping the eye on the horizon, and avoiding
the rocks, that an opportunistic agent with no identity risk involved, might not sufficiently
worry about. This idea supports the previous notions of principal-principal based interest

alignment in listed family firms (e.g., Chu, 2009; Hearn, 2011) and is strongly against the
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assumptions of agency theory (Fama & Jensen, 1985; Morck et al., 2005; Morck & Yeung,
2003; Villalonga & Amit, 2006).

Moreover, our findings in Publication 3 indicate that the motivations of the broader society
and political actors are not aligned with the interests of the listed family firm, since tax
regulators actually erode the potential of listed family firms. Some of the reasons put forward
in our data are related to the hegemonic position of those economists who advice regulators to
create tax incentives for owner-families to let go of their firms and their dominant position. If
the owner-families choose to pump out money in order to keep their position, this is what
works against the interests of the minority shareholders with an eye on long-term value. In
this sense, the government might actually be pushing the family owner to behave in some
respects as predicted in agency theory — to secure its own future while neglecting the interest
of the minority shareholders (Claessens et al., 2000; Faccio et al., 2001; Johnson et al., 2000b;
Mitton, 2002). Therefore, based on our findings, it is highly questionably if agency theory
based codes and practices will work to the benefit of the society as it comes to listed family

firms.

The findings from Publications 2 and 3 provide incremental insight (Corley & Gioia, 2011)
into the research on listed family firm performance by identifying the factors that can
influence firm performance, as they are experienced and described by the family business
representatives themselves. In more detail, our contribution is that, unlike previous empirical
studies, we have brought empirical evidence from everyday reality and the perspectives of the
family “insiders” to the question of why family owners behave as they do in listed companies.
For instance, although our findings are in line with the previous notions in family business
literature and the stewardship view, suggesting that an organization can become an extension
of the owner’s psychological structure, which increases organizational (value) commitment
and leads to higher levels of performance, we bring out this difference more strongly and
precisely. In this way, we are able to advance our understanding on the issue. Moreover, with
new insights gained through empirical studies, existing theories can be modified to improve
their explanatory power.

Hence, while the notion of differences between family and non-family firms may be
incremental to those familiar with family businesses, our findings are likely to offer a more

revelatory insight (Corley & Gioia, 2011) than the mainstream listed company literature (e.g.
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Jensen, 1989; Jensen & Meckling, 1976), which generally does not acknowledge the diversity
in aims, goals, identities, and behaviors of different owners. That is, it mainly builds its
theories from an investor perspective, with the starting point being that the primary purpose of
business is to maximize the profits of the owners (Duska, 1997; Eisenhardt, 1989), whereas
other objectives of the owners are left aside. Further, while the fact that the family, as an
owner, makes a difference is noted in the mainstream family business literature, it seems that
academic literature in general should also pay more attention to the identity of the owners in

the context of listed companies.

Overall, our findings in Publications 2 and 3 bring more explanatory power to family
ownership in listed firms. As noted by Gioia et al. (2012): “Advances in knowledge that are
too strongly rooted in what we already know delimit what we can know” (p.16). Thereby,
instead of construct elaboration, our study contributes to the development of concepts. We
have accumulated empirical evidence and conducted a thematic qualitative analysis to deepen
our understanding of the topic. With a systematic inductive approach (Gioia et al., 2012), we
have presented deep and rich empirical data from the CEOs, members of the board,
supervisory board chairs and founders of listed-family firms and have been able to describe
and explain this specific phenomenon of theoretical interest. In order to fulfill the study’s
potential for description, explanation, and prescription, we have discovered relevant concepts
and built new pieces of theory on the performance of listed family firms. That is, we have
added and developed new concepts relevant to the human organizational experience in terms
that are both adequate at the level of meaning for the people living that experience and
adequate at the level of scientific theorizing about that experience. As noted, by analyzing the
data, we have not been able to determine the significance or relative role of different direct
and indirect factors affecting family business success, but we have, rather, been able to
identify those factors, while giving the family business representatives the possibility to share
their views. This is of high value, considering future research on the topic. This theory
elaboration is valuable and can guide the creation and validation of constructs and

measurement instruments.

In Publication 4, by providing a construct (F-CPO) that comprehensively captures the fusion
between the family and the business and that reflects the realized family influence on and
interaction with the business, we have been able to tackle the dilemma of the family business

definition. By 1) defining collective psychological ownership of family over business (F-
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CPO) and showing how the construct adds to the current knowledge of family involvement in
business, 2) discussing the motivational base of F-CPO and discussing how it contributes to
current knowledge of non-financial motives in family business, and 3) elaborating on the
linkages between the three sub-dimensions of the F-PEC scale and F-CPO, we have been able
to contribute to at least two important areas of family business research: measurement and

theory elaboration.

First, as we have shown in Publication 4 that collective psychological ownership of family
over business (F-CPO) can be used to capture the fusion between the family and the business,
and as an aggregate indicator of realized family influence on and interaction with the
business, we contribute to future measurement in the field of family business. We do not
suggest that F-CPO should replace the established F-PEC scale, which remains a standardized
instrument enabling sound comparisons across investigations by measuring potential family
influence, but we rather propose that F-CPO is a better indicator of realized family influence.
Based on our work, a measurement for realized family influence could be developed. This F-
CPO scale could encompass items such as 1) “We (my family and 1) collectively feel this
business is ours!”, 2) “We (my family and 1) have a strong sense of shared ownership for the
business”, and 3) “We (my family and 1) share a feeling that the business belongs to the
family as a whole” when measuring psychological ownership at the group level. Thereby, the
F-CPO scale would respond to the calls of Zellweger, Halter, and Frey (2006) for more
parsimonious measures for research on family businesses and family influence. Further, as the
appropriate use of the F-CPO measure will be one that follows established guidelines for the
measurement of group-level constructs (e.g., collective efficacy; Gibson, Randel, & Earley,
2000), F-CPO may also help in responding to the calls for collective-level measures in family
businesses (Cliff & Jennings, 2005). In addition, one could potentially assess actual family
involvement though reflective measures of the “routes to” F-CPO in terms of: 1) collective
exercise of control, 2) intersubjective familiarization, and 3) interdependent effort or
parsimony. This could be achieved using F-CPO (one collective state) as an aggregated

indicator of a variety of realized interactions (control, familiarization, and effort).

The second contribution of Publication 4 is the application of CPO to the family business
context. In other words, we have made valuable extensions to the literature on CPO in the
context of family firms. In addition, with the F-CPO construct, we have provided additional

depth for defining a family firm. More precisely, F-CPO helps us envision the fusion of the
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family and the business as something that goes beyond the traditional view of intertwined
social systems, even if this traditional view remains relevant. We believe this elaboration of
the pieces of knowledge will be useful in the future advancement of a theory on family firms.
That is, we believe F-CPO will prove useful in explaining how and why family involvement
impacts strategic processes that lead to competitive advantages (as well as disadvantages). In
providing explanations for processes contributing to competitive advantages of listed family
firms, the practical applicability of Publication 4 is clear. However, it should also be noted
that, even though the main purpose of this study was to generate theory on listed family firm
performance, filling the final research gap can be seen as offering new insights to mainstream
family business literature as well. That is, these insights on how collective psychological
ownership affects family firm success could also be of value in psychology research in
general. Through this, family business research could give back to the area which it originally
borrowed (Zahra & Sharma, 2004).

In summary, by providing both incremental and revelatory insights (Corley & Gioia, 2011),
this study makes valuable contributions to the family business literature and the listed family
firm performance literature stream. The study opens up the black box on the factors that
explain the family and business fusion and the performance of listed family firms. The study
also provides additional insight into how collective psychological ownership is promoted in
family firms. Each of the four papers enhances existing knowledge about the relation between
the family and the business. Taken together, they thus contribute to our general understanding
of what elements affect listed family firm performance. In addition, given that research on
family businesses has struggled with competing theories and definitions of family
involvement and influence, this study has provided an important contribution to theory
elaboration in this field. Integrating the observations from various streams of extant literature
under the concept of family firm performance, and examining these issues further, this study

provides clarity and coherence to research on listed family firms.

4.2 Management, governance, and policy contributions and implications

Besides originality and scientific utility, this dissertation also has practical utility. Corley and
Gioia (2011) state that a study has practical utility if “it can be directly applied to the
problems practicing managers and other organizational practitioners face” (p. 18). Given

that listed family firms are important organizations contributing to economic production,
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development, growth, and wealth creation, the new knowledge, concerning their management
and governance, has value to practitioners, as well as to society at large. In general, this
doctoral dissertation provides practitioners and society with many implications that family

ownership has on firm performance in listed firms.

When it comes to the value of this doctoral dissertation to the practitioners of family firms,
there are some important points to highlight. First, providing empirical evidence on the
factors improving performance in listed family firms, as well as theoretical explanation
models, will help family business practitioners to better understand family businesses and
improve their management. Thus, by familiarizing themselves with the ideas put forward in
this dissertation on the factors that explain improved performance in listed family firms,
managers of these firms will have a foundation for an in-depth understanding what affects the
business, and they can focus on trying to develop these success factors. Thereby, the issues
highlighted in this study serve as a good starting point for learning. Second, as many factors
related to the relationships between the family members and between the family and other
stakeholders are linked to improving firm performance, we advise that the owners and
managers of listed family firms should pay serious attention to them and utilize their potential
to create a sustained competitive advantage. Third, by understanding the differences and
unique sources of competitive advantage in family firms, and by identifying the factors that
lead to superior performance in listed family firms, managers of family firms are able to
improve their organizational performance and succeed during the times of economic recession

and crisis.

Further, to a certain extent, this doctoral dissertation advances understanding of how the
family business as a phenomenon can be seen as being shaped by the governance codes of
listed firms and, in particular, the family owners’ interpretation of those codes. Thereby, we
also draw a few implications for policy-makers, regulators, and educators. First, political
forces that set the rules and laws for companies have serious effects on listed family
businesses. Therefore, to produce economic wealth and growth at large, and to guarantee the
competitiveness and survival of family firms, especially the characteristics of listed family
firms presented in this study should be taken into account in policy-making and legislation.
That is, an efficient corporate governance regime, for instance, may prove to be a significant
policy tool for the investment and growth of national economies. Thereby, family owners

should be consulted when preparing legislation in major socio-political issues such as taxation
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on the change of generation in companies. Second, the special characteristics of family
ownership should be taken into consideration and highlighted more in entrepreneurship

training and education.

4.3 Limitations of the study

Like all other studies, this doctoral dissertation is not without limitations. Therefore, this
dissertation’s encouraging results should be interpreted with caution, in view of the study’s

potential limitations presented in the following.

The first limitation in Publication 1 concerns the challenge of measuring performance in
family businesses (see Amit & Villalonga, 2013). In more detail, in Publication 1, we have
included those articles that resulted from conducting the specific systematic review method
(Tranfield et al., 2003), using specific key words and protocols explained in more detail in the
publication. Thereby, the performance of listed family firms relies mainly on financial
performance indicators — accounting profitability and/or market value. According to Amit &
Villalonga (2013), there are two important aspects that should be noted in these two main
indicators. The first is that accounting a profit is backward-looking (what management has
accomplished), whereas market-based performance measures are forward-looking (what
management will accomplish). The second difference is related to the question of who is
measuring performance (e.g. an accountant or a community investor). For future studies, we
suggest including other performance measures (e.g., measures of growth or measures of
socio-emotional wealth) when investigating the performance differentials between listed
family and non-family firms. The second limitation of Publication 1 is the definition of a
family business. For example, Amit and Villalonga (2013) argue that the answer to the
question of whether family firms are better or worse performers than non-family firms is
contingent on how a family businesses is defined. However, in Publication 1, we did not

investigate this specific aspect.

In Publications 2 and 3, the first possible limitation is the generalizability of our findings,
which is a common criticism of qualitative research (e.g., Yin, 2003). That is, the
geographical location of this dissertation could represent a potential limitation. The data was
collected in Finland, which might limit the generalizability of the findings to other

geographical, cultural, and demographic contexts. For instance, cultural differences have an
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effect on the perceptions of individuals and collectives. Finland is often characterized as
having an individualistic as opposed to a collectivistic culture (Hofstede, 1984; Hofsted,
Jonker & Verwaart, 2008). Individual attitudes, motivations and behaviors have been shown
to be different in collectivistic and individualistic cultures. In addition, Finland is often
considered to be a more relational country, as opposed to, for example, the more transaction-
oriented culture of Anglo-Saxon countries. Thus, Finnish companies may have developed
unique ownership and governance structures that mirror the national culture. Thereby, similar

studies also need to be carried out in other contexts and countries.

The second limitation in Publications 2 and 3 is that the collected interviews included solely
CEOs, members of the board, supervisory board chairs and founders of listed family firms. In
other words, this study focused solely on the family perspective. However, when discussing
stakeholder relationships and stakeholders’ perceptions of the family business, it would also

be fruitful to interview the key stakeholders.

Third, Publications 2 and 3 have been able to identify those factors that explain why the
family, as a dominant owner of listed companies, can enhance performance while giving the
family business representatives a possibility to share their views by analyzing the data, but the
significance or relative role of different direct and indirect factors affecting family business
success cannot determined. However, this is of high value, considering future research on the
topic. Thus, this study provides important elements for future theory building and
development. In addition, those, in turn, can guide the creation and validation of constructs
and measurement instruments concerning the relationship between family involvement and

firm performance.

4.4 Suggestions for future research

Under the umbrella of investigating the relations between the family, the business, and firm
performance, the different publications each open up promising avenues of future research.

The most central are highlighted in the following.

Besides socio-psychological factors, the findings in Publication 1 encourage scholars to
examine the various contextual factors that could explain the performance differentials

between listed family and non-family firms; for instance, how geographical location, industry
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affiliation, stage of the family firm, and general economic and political conditions affect the
family, the business, and the performance. In other words, as we note that listed family firms
require different kinds of family control during a financial and economic crisis and during the
growth and “boosting” stages of a family firm, these aspects should be considered in more

detail in future studies.

Further, the findings related to the family’s social capital in Publication 1 give rise to a
question on whether the rapid growth of a family firm and listing on the stock market could
potentially decrease the perceived social capital of the family firm. For example, some
stakeholders might prefer a small size and locality, and if the family firm grows too much and
becomes an exchange-listed firm, it might actually start to lose its social capital, which can
also have a negative effect on firm performance, especially in the long run. In addition,
further studies could investigate: 1) how various aspects of stewardship behavior and social
capital are built, created, and maintained in different kinds of organizations and family
businesses, and 2) how stewardship behavior and social capital are related to superior
performance in different kinds of organizations and family businesses. In the case of external
“hired CEOs”, it is also important to consider how the family firm can increase the
commitment of outside CEOs to the family firm and how this CEO can internalize the family
values that are needed, in order to operate according to the values and principles of the
specific family firm. As these questions represent “theory-building approaches” and answer

questions of “how” there is a need for more longitudinal, qualitative research methods.

In the context of stewardship theory, it would also be interesting to study how family values
and family culture shape stewardship behavior inside the family firm, and whether this is
related to the improved business performance of family firms. Another important question is
also related to the measurement of social capital, stewardship behavior, and socio-emotional
wealth: how can and should these concepts be measured? Generally, trust has been the most
common indicator of high social capital, but scholars still have not agreed on a generally
established definition of social capital, and especially on a definition of family social capital
(see Kansikas, Tourunen & Laaksonen, 2011). The negative effect of stewardship and social

capital on firm performance would also provide valuable avenues of research.

Publications 2 and 3 emphasize that the role of culture should be included in future studies

examining corporate ownership and the determinants of success in listed companies. Viewing
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majority owners of the business as collectives, and giving more attention to cultural elements
affecting the building of these collectives, could bring more explanations to firm performance
research. Thereby, more qualitative research, especially cultural studies in the context of listed
family firms, is suggested. Moreover, the findings of this study could be verified by collecting
empirical data from multiple companies and respondents, ideally from several countries and
from both the owner-families and the stakeholders at the same time. Through this, additional
insights on how the family as a collective owner affects firm performance could be gained. In
addition, an important question for future studies would be how the family business as a
phenomenon can be seen to be shaped by the governance codes of listed firms, and in

particular by the family owners’ interpretation of those codes.

Moreover, our work in Publication 3 leads to believe that for those investors who seek to find
a ‘safe harbor’ to ‘anchor’ their wealth and enjoy steady increase of its value, listed family
firms are a fit. This is might be an interesting lead in particular to researchers of investor
marketing. These researchers might also follow up on the notion that stock market discourses
maintain and reconstruct realities negative to family ownership — perhaps due to particular
actors mobilizing agency theory in their games in the market. As a related issue, is would be
worth investigating in depth why family firms are sometimes undervalued in the stock market

even if their performance otherwise would not support it.

Finally, Publication 4 addresses the call of scholars to further investigate the outcomes of
collective psychological ownership (Avey, Avolio, Crossley & Luthans, 2009; Pierce &
Jussila, 2010; Van Dyne & Pierce, 2004). That is, it would be interesting to examine how and
why family involvement impacts strategic processes that lead to competitive advantages (as
well as disadvantages). In other words, providing explanations for processes that contribute to
competitive advantages and disadvantages would be important. Thus, further empirical
evidence is needed in order to deliver valuable proof about the factors leading to the
emergence of the F-CPO construct. In addition, the elaboration of the pieces of knowledge on
non-economic motivations of family business, and their use in the advancement of a theory on
the purpose of family firms, is one other avenue worth considering. In other words, future
research might find our work useful in shedding more light on the inherent existential purpose
of the family business. It is on and around the inherent purpose that chosen purposes
(objectives) and strategies are built. Engagement in discussions of corporate purpose (e.g.,

Abela, 2001) would not prove fruitful only to the field itself but might also help family
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business scholars promote more mainstream knowledge of this particular form of business, by
helping to integrate observations, conceptualizations, and theories of family business into

business research in general.
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Abstract

Performance differentials between family and non-family firms have been the focus of numerous
studies over the past few decades. However, scholars have not yet conducted a systematic review on
empirical studies that exclusively focus on comparing the performance differences between listed
family and non-family firms. It should be noted that the specific regulations and rules set up for
listed companies set the family as an owner and manager into different positions in these companies
(compared to those families that operate in non-listed companies). Thereby, the findings made of
privately-held family firms may not directly apply in listed family firms. In this study, we review 54
articles and aim to establish a comprehensive view on the previous studies that compare the
performance differences between listed family businesses and listed non-family businesses. The
results of this study show that although most of the studies reveal that listed family firms
outperform non-family firms, there is also great variation across the studies. In more detail, the
positive relationship between family ownership/control/management is also seen as ambiguous and
not self-evident. We argue that structural aspects of family firm governance and applied theoretical
frameworks in the studies explain the variation across the studies. Based on our review, we also
identified several research gaps which should be addressed in the future studies.

Keywords: systematic review, listed family firms, performance
1. Introduction

In the last few decades, family firms have gained increasing attention in the economics because the
majority of firms around the world (50 to 95 percent of all firms depending on the source, context
or definition) are being owned and controlled by their founders or founders’ descendants (Gersick,
Davis, Hampton & Lansberg, 1997; Gomez-Mejia, Cruz, Berrone & Castro, 2011; LaPorta, Lopez-
de-Silanes, & Schleifer, 1999). Most of family businesses are privately-held SME’s (Gomez-Mejia
et al., 2011), but studies show that also the majority of stock-exchanged companies are family
owned, controlled and/or managed (Anderson & Reeb, 2003). Further, especially the research on
organizational performance (about organizational performance, see Richard, Devinney & Yip,
2009) in the context of listed family firms has received increased scholarly attention (e.g., Amit &
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Villalonga, 2013; Anderson & Reeb, 2003; Klein, Shapiro & Young, 2005; Martinez, Stohr, &
Quiroga, 2007; Villalonga & Amit, 2006). However, previous empirical findings from comparative
studies (between listed family vs. non-family firms) are somewhat inconclusive and ambiguous
regarding whether family firms actually outperform widely held firms (Allouche, Amann, Jassaud
& Kurashina, 2008; Ding & Pukthuanthong, 2013; Eklund et al., 2013; Erbetta et al., 2013).

Amit & Villalonga (2013) argue that before we can discuss family business performance, it is
important to discuss the relative prevalence of family and non-family businesses in the economy
under different definitions. This is because the empirical relation between family ownership, control
or management and firm performance is much contingent on the definition of family business used
(Villalonga & Amit, 2013). According to the review by Amit & Villalonga (2013), most of the
studies define family firms as follows; 1) one or more family members are officers, directors or
blockholders, 2) there is at least one family officer and one family director, the family is the largest
voteholder or shareholder in the firm and/or 3) one or more family members from the 2" or later
generation are officers, directors or blockholders.

Recently, Carcia-Castro and Aguilera (2014) have investigated family involvement and firm
performance relationship in a novel manner. Applying set-threoric methods, they have identified
particular configurations that are associated with superior firm performance in both listed and non-
listed family firms. They note that family involvement components related to family ownership,
family management, family governance and succession (see also Astrachan, Klein & Smyrnios,
2002; Villalonga & Amit, 2006) are most commonly used components that are connected to
superior financial performance. In addition, also other scholars (Carney, Van Essen, Gedajlovic &
Heugens, 2013; Mazzi, 2011; O’Boyle, Pollack, Rutherford, 2012) have investigated the re lation
between family involvement and firm’s financial performance. Mazzi (2011) conducted a
systematic review and studied the links between family ownership, control, management and firm
performance focusing on financial relations. She came to a conclusion that family business and
performance relationships are very complex and propably moderated or mediated by factors that
have not been included in previous analyses. O’Boyle and colleagues (2012) utilized meta-analysis
and found that family involvement, in fact, has no significant impact on performance, thereby
additional moderator effects and other family business defining characteristics should be searched.
Finally, Carney et al. (2013) has also employed meta-analysis techniques and studied family and
performance relations in privately-held family firms.

Despite of considerable scholarly efforts made in previous studies of firm performance in the
context of family firms, some great challenges and important research gaps still exist. First, these
studies either include both exchange-listed and privately-held family firms and non-family firms
(Garcia-Castro & Aguilera, 2014; Mazzi, 2011; O’Boyle et al., 2012) or exclude exchange-listed
family firms (Carney et al., 2013) and thereby do not focus on the specific characteristics of
exchange-listed firms. However, it is worth highlighting that family firms are not a homogenous
group but they do vary in term of size, branch, age and ownership-management structures (Handler,
1989; Holland & Boulton, 1984; Sharma, 2004). Further, the listed company context sets some
specific rules and limitations for family ownership, control and management. For instance,
ownership and control are more dispersed in listed family firms than in regular family SMEs which
leads to different kind of agency problems and costs. Moreover, corporate governance practices and
regulations and laws set on listed corporations put the families in listed companies as an owner and
manager into different positions compared to those families that operate in non-listed companies.
Thereby, those findings made from non-listed family firms may not directly apply with listed family
businesses. Second, the study by Garcia-Castro and Aguilera (2014) did not compare the
performance differences between family and non-family firms. Third, the comparative firm
performance studies have been relatively less researched in a systematic way, only Mazzi (2011)
has used this analysis tool. Thereby, to our knowledge, scholars have yet not conducted a systematic
review analyses (Tranfield, Denyer & Smart, 2003) on the performance differences between family
and non-family firms in listed company context in particular. We believe that by employing this
analysis tool and by following the protocols of this method, scholars are able to decrease the
possibility for selection bias and thus, obtain more reliable results. In addition, the findings of our
study represent also “the newest knowledge” on the topic as 31 out of 54 articles in this review were
published between the years 2010-2014.



Thereby, this study is based on systematic review analysis in which we have followed the
guidelines by Tranfield and colleagues (2003) for conducting the systematic review process. In
more detail, we aim to answer following research question: “What does previous research say about
performance differences between listed family and non-family firms? Besides analyzing the
performance differentials, we aim to map out the used independent variables and theoretical
frameworks previous scholars have utilized in their empirical analyses. In addition, we aim to
address the limitations and research gaps that are missing from previous studies when trying to look
at the explanatory factors for performance differentials between listed family and non-family firms.
We note that literature review process is a key tool that can be used to map and assess the existing
intellectual territory and to develop the existing body of knowledge (Tranfield et al., 2003). We
decided to include solely those scholarly peer-reviewed articles published in 1998-2014 that focus
to investigate the organizational performance of listed family firms compared to listed non-family
firms. Our search included Scopus, Abi Inform and Ebscho Host and leading Journals of family
business: Journal of Family Business Strategy and Family Business Review. Overall, we found 54
articles which fulfilled our review protocol.

Our study has both theoretical and practical contributions to the field of family business. The
findings are two-folded as most of the studies (27 out of 54) in this review reveal that listed family
firms outperform listed non-family firms. However, almost as many studies (25 out of 54) see the
performance differences and outcomes as ambiguous and inclusive (e.g., family ownership is
positively related to performance measured on ROA or ROE but negatively when measured on
Tobin’s q). Thus, consistently with the research of Amit & Villalonga (2013), there seems to be
significant variation in results across studies. However, only two studies in this review show
directly that listed family firms perform worse than non-family firms. Overall, these findings raise a
question: what explains the variation in results across the studies selected in this review? Based on
our systematic review analysis, we argue that there are two dominant factors that drive this variation
across the studies; 1) structural aspects of family firm governance and 2) applied theoretical
framework that explain the performance differences. We also argue that the contextual (e.g.,
geographic location and industrial affiliation), regulative and institutional factors should be
addressed more when investigating the reasons for performance differences between listed family
and non-family firms. Further, all of the previous studies have investigated specific causal
relationships between various variables but have not used qualitative research methods in order to
capture the contextual factors behind the performance differences. The findings of this review show
that scholars have mainly used agency and/or stewardship theory as theoretical basis of studies
where as the potential of resource-based view (RBV) and social capital theory have not been much
utilized in the previous empirical studies. We also give several conclusions on how these theories
could be utilized in the future studies in order to investigate the performance differences between
listed family and non-family firms. Our study has also strong practical implications; by
understanding the differences and unique sources of competitive advantage of listed family firms,
managers are able to increase their organizational performance and succeed also during the times of
economic recessions and crisis.

2. Method

We applied the guidelines by Tranfield et al., (2003) for conducting the systematic review. In
addition, we have also utilized the systematic review methodology used by Newbert (2007) and
Brown (2007) during the different phases of the review process. Overall, the process of systematic
review includes 10 different research phases and three main phases (which are subtitles 2.1., 2.2.
and chapter 3 in our paper). We choose this method as we wanted to decrease the possibility for
selection bias. For example, the research by Newbert (2007) indicates that if the sample is not b ased
on systematic review method, it is possible that researchers have omitted articles which have been
published in journals representing academic disciplines with which they were less familiar. For
example, by using systematic review method, we were also able to select articles from Journals
which we were less familiar with. Further, Newbert (2007: 122) also argues that “this type of
subjective sampling may result in the selection of articles based on the researcher’s unconscious



predispositions, the consequence of which is potentially biased sample that does not accurately
represent the population from which it was drawn (Kerlinger & Lee, 2000: Ch.8)”. That is, the first
stage of systematic review was an iterative process of definition, clarificationand refinement of the
topic. Within the listed family business literature, this included conducting scoping studies to
evaluate the relevance and size of the current researches and to delimit the subject or topic. Further,
these studies needed various cross-disciplinary perspectives and alternative ways in which a
research topic has been tackled. In addition, this scoping study included a brief overview of the
theoretical, practical and methodological debate in the field and subfields (Tranfield et al, 2003). In
our review, the review proceeded as follows; 1) planning the review, 2) conducting the review and
3) reporting the review (see Tranfield et al., 2003; Brown, 2007). Next, we will present each stage
of the review process in detalil.

2.1 Planning the review

Planning the review began by identifying the need for a review. That is, we identified the need to
investigate how previous scholars had investigated the performance differences between listed
family firms vs. listed non-family firms and what factors might explain these differences. This
phase of review is critical as it determines whether a similar review has been done previously and
thus, it is important to avoid duplication of research, To elaborate, prior to the review, the first
author had conducted a brief review on listed family businesses and identified that in many studies,
they seem to outperform non-family firms (e.g., Mazzi, 2011; Miller & LeBreton-Miller, 2006).
However, some of the studies were also inconsistent with this as they seemed to indicate that family
involvement in ownership, control and management might be irrelevant and/or does not affect much
firm performance. In some cases, it was stated that family involvement can even hamper firm
performance (e.g.,, Amran & Ahmad, 2009). This raised a question: do listed family firms perform
better or worse than other widely-held firms and in more detail, what independent variables and
theories are used to explain the performance differentials? The initial brief review on the topic
proved that the studies were not consistent with one another and there is a lack of research
(especially systematic review analysis) that focuses on performance differentials in this specific
context. In addition, several earlier studies included both listed and unlisted family firms (e.qg.,
Mazzi, 2011) and/or did not compare specifically the performance differences between family and
non-family firms (e.g. Garcia-Gastro & Aguilera, 2014; Mazzi, 2011). Thus, we identified a need
for a review on this topic. We wanted to focus solely on those articles that investigated the
performance of exchange-listed family firms compared to listed non-family firms. Given the fact
that family firms are a very heterogeneous group, in order to gain more reliable and generaliziable
results, researchers should try and take a look at specific characteristics of family firms within each
different category and context.

Next phase included a brief literature scoping and mapping in order to arrive at a research question
(see Brown, 2007). According to Tranfield et al. (2013), this can also be regarded as a tool for
managing heterogeneity and fragmented knowledge of the field. According to Brown (2007: 13),
“literature mapping can provide a visual map of the dominant themes in the field, their evolution of
Overllap with other fields.” Figure 2 presents the dominant themes and fields and their areas of
overlap:



Figure 1. Main research fields and their overlaps and interconnections with the main research theme
(organizational performance)
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Above presented figure 1 presents the main research theme (organizational performance), the main
research field (family business) and other relevant research fields which are linked with the research
topic. In more detail, figure 1 presents that most of the independent variables (reasons for success or
failure of listed family firms) are derived from the management and entrepreneurship disciplines.
For example, several scholars highlighted aspects related to corporate governance or management —
such as board size and leadership structure (Amran & Ahmad, 2009), board independence or
founder family control. Further, as the used performance measures are economical (e.g., measure
business performance in some way), these measures are closely interconnected with the field of
accounting, finance and/or economics.

Next phase (see Tranfield et al., 2003; Brown, 2007; phase 3) included establishing the review
question(s) and the review protocol. Based on the literature scoping and mapping, we established
our review question as follows; 1) what does previous research say about performance differences
between listed family and non-family firms? Based on this review question, we established our
review protocol to include studies that focus to compare the firm performance between exchange-
listed family firms and non-family firms. We decided to exclude studies that included also small
family firms (not exchange-listed family firms) (e.g., Mazzi, 2011) and studies in which there was
no comparison between the listed family firms and non-family firms (e.g., Garcia-Gastro &
Aguilera, 2014). In addition, we decided to focus solely on empirical studies (not theoretical
studies) as the theoretical studies did not fulfill our review protocol (e.g. lack of empirical data
and/or comparison between listed family and non-family firms).

We also excluded studies which compared solely the performance between different kinds of family
firms (e.g., founder-led and non-founder led family firms). In addition, to improve the quality of our
study, we decided to include only those articles that had been published in scientific, peer-reviewed
Journals. We also decided to include only those articles in which the performance indicators were
solely economic in nature (e.g., Tobin’s g, ROA, ROE). In more detail, we adopted the guidelines
by Richard et al. (2009) who argue that organizational performance consists of three specific areas
of firm outcomes: (a) financial performance (profits, return on assets, return on investment, etc.);
(b) product market performance (sales, market share, etc.); and (c) shareholder return (total
shareholder return, economic value added, etc.). We decided to focus especially on financial and/or
shareholder performance measures.



2.3. Conducting the review

Next phase (conducting the review) consisted of five different sub-phases; 4) forming a review
panel, 5) identifying and selecting studies, 6) study quality assessment, 7) data extraction and 8)
data synthesis (see Tranfield et al., 2003; Brown, 2007). A review panel usually consists of
members with a range of expertise on the research topic and who are willing to help with the
research content and the research process. In this study, the review panel consisted of the two
authors of this paper, one Professor (expertise in this field) and one Post-Doctoral Researcher (who
is familiar with conducting the systematic review). During the process, we discussed aspects related
to the review protocol, conducting and reporting the review.

Next phase (phase 5) was vital as we identified and selected the studies. This included; generating a
keyword list, constructing keyword search strings, choosing information sources and establishing
selection criteria to determine the relevance of the studies. According to Tranfield et al. (2003), this
phase should produce a comprehensive listing of the main articles on which the review will be
based. We established following keyword list (based on the scoping study): family firm/business,
exchange-listed family firm/business, publicly listed family firm/business, performance, business
performance and success. We reached keyword saturation when we found no new keywords by
reading the keywords, abstracts and full texts of the articles. Keyword search strings combined
keywords using Boolean logic (see Brown, 2007) and we used search strings OR and AND when
conducting the search (e.g. listed AND family firm AND performance). The purpose of this was to
identify most effective combination of keywords that are relevant to our study.

Next phase included evaluation of the information sources (see Newbert, 2007 ; Brown, 2007). Used
databases included Scopus, Abi Inform and Ebsco Host in order to improve the reliability of the
study, both authors decided to conduct separately the same search from the same databases. We
used title search and abstract search when conducting the review. When conducting the search, we
included only those studies which were published in scholarly peer reviewed Journals (not
conference papers or research notes) during the years 1998-2014 in order to improve the quality of
the study. For example, Newbert (2007) has argued that because of the rigorous peer review process
articles go before publication, this usually lead to a better technical product. In addition, we also
selected articles published in English and excluded articles that were not published in English. We
also conducted additional search in Journal of Family Business Strategy and Family Business
Review as they are the most recognized Journals in the area of family business, although they were
already included in the databases. We used the same key words as in the database searches (see
above). We also adapted some of the “filters” suggested by Newbert (2007) and Brown (2007).
These filters were:

Filter 1: Articles that did not include the key word “performance” in title and/or abstract search
were excluded

Filter 2: Articles without any of the keywords in the abstract and/or title search were excluded
Filter 3: Methodological filter: solely quantitative and/or qualitative articles were included
Filter 4: Elimination of articles that had been already selected from other databases/searches

We conducted the search twice; 1) first to identify those researches in which the result is that listed
family firms outperform listed non-family firms and 2) during the second search round, we also
identified and selected those searches in which the result was more ambiguous, not evident and/or
that listed family firms do not perform better than listed non-family firms. This way we were able to
reduce research bias when conducting the systematic review. We read each of the article carefully
and evaluated them by both authors in order to improve the quality of the selected articles in our
review. We used following questions as a “quality checklist™:



- Isthe article published in scholarly peer reviewed Journal (during the years 1998-2014)?
- Does the article meet the review criteria/protocol?

- What is the main result of the article?

- Do the authors give any reason/explanation for performance differences?

- What are the used methodology and the sample/data in the article?

- What is the Journal?

- What are the sample size, country and period?

- What is the main theories authors use in the studies?

Next phases (phase 6-7) included study quality assessments and data extraction (see Tranfield et al.,
2003). When evaluating the study quality, we used above presented questions and evaluated (with
the review panel) the contribution and strengths / weaknesses of the articles. We used data
extraction and monitoring process so that we were able to reduce human error and bias (see
Tranfield et al, 2003). In more detail, the initial data-extraction form included general information
(title, author, publication details of selected articles), information on data and sample, key words,
methods, results, explanation and performance indicators. Next, we summarized the initial data-
extraction form (phase 8: data synthesis). The final data extraction form (table 1) includes
information on following areas; authors, title and Journal of the article, sample size, country, years
of sample, used theories, performance indicators and results.

In Journal of Family Business Strategy, the first title and abstract search revealed 127 articles which
included some of the key words. However, after evaluating these articles more specifically, we
found only four additional articles (Garcia-Castro & Aguilera, 2014; Mazzi, 2011; Miralles-
Marcelo, del Mar Miralles-Quiros & Lisboa, 2014; San Martin-Reyna & Duran-Encalada, 2012)
that seemed to fulfill our review protocol criterion and thus, were included in the review. When
conducting the abstract and title search in Family Business Rewiew, we found 223 articles in which
the above presented key words were mentioned. However, further examination showed that none of
these articles fulfilled our review protocol in the first search round. During the first search, we also
later found that in four (4) articles (Lee, 2004; Garcia-Castro & Aguilera, 2014; Gonzalez, Guzman,
Pombo & Trujillo, 2012; Mazzi, 2011), the sample of family firms included both unlisted and listed
family firms and thus, we excluded them from our review.

At this point, we still found few articles which did not fulfill the review protocol and thus, decided
to exclude them from the review. For example, we excluded a view conference / working papers as
they had not been published in scientific Journals. When conducting the first search round, we
focused to select only studies in which the result was that listed family firms outperformover listed
non-family firms. After the first search round, we found 54 articles which were included to the
review. Later, we also conducted another search (additional search) in which we also selected
articles in which the result was that listed family firms do not perform better than listed non-family
firms or which the result was inconsistent regarding whether family ownership matters to firm
performance or not. We also used the same key words as in the first search round. In the second
search, we initially selected eight (8) articles from Ebsco after conducting Title Search and Abstract
Search (we also included Smart Text Searching). However, after careful evaluation, only five (5)
articles were initially selected from Ebsco in the second round of systematic search (Bartholomeusz
& Tanewski, 2006; Ding & Pukthuanthong, 2013; Gursoy & Aydogan, 2002; Ibrahim & Samad,
2011a; Viviani et al, 2008). However, later we also excluded the study by Bartholomeusz &
Tanewski (2006) as we realized that this study did not fulfill our review protocol.

In addition, seven (7) articles were initially selected from ABI when conducting the same search on
second round. However, only four (4) articles were selected that fulfilled the review protocol (Al-
Dubai et al., 2014; Alipour, 2013; Eklund et al, 2013; Gunduz & Tatoglu, 2003). When conducting
the same search in Scopus, we first found ten (10) articles but after careful evaluation, only four (5)



articles fulfilled our review protocol (Chen et al., 2005; Hearn, 2011; Isakov & Weiskopf, 2014;
Venanzi & Morresi, 2010; Kashmiri & Mahajan, 2014). However, later, we excluded the study by
Chenetal. (2005) as it did not fulfill our review protocol.

Finally, when conducting the second (additional) search in Family Business Strategy, we found also
two new articles (Block, Jaskiewicz & Miller, 2011; Erbetta, Menozzi, Corbetta & Fraquelli, 2013)
which were included to the review. Further, we also found two articles (Jaskiewicz et al., 2005,
Sacristan-Navarro, 2011) after conducting the additional search in Family Business Review. We also
looked for the important references in the systematic review by Mazzi (2011) and based on his
review, we selected two articles which fulfilled our review protocol and which had not yet been
included to our review (Crongvist & Nilsson, 2003; King & Santor, 2008).

In sum, when conducting the additional search (second search round), we noticed that seven (7)
articles which were selected during the first search did not fulfill all of our review protocol criteria
and thus, these articles were excluded from the review (e.g., Garcia-Castro & Aguilera, 2014;
Garcia-Ramos and Garcia-Olalla, 2011; Mazzi, 2011; McConaugh et al., 2001; McConaugh et al.
1998; Mishra et al., 2001; Lee, 2004). In more detail, these articles included also unlisted firms
and/or were focused only on comparing different types of family firms (e.g. founding-led family
firms compared to non-founding led family firms) and thus, were excluded from our review.
Overall, we carefully evaluated each article (several times by both authors) and discussed whether
the articles meet the review protocol criterion. Finally, as a result of systematic search, we chose 54
articles to our review. We summarized the initial data-extraction form (Tranfield et al., 2003) which
table 1 presents:
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Table 1 show that, 14 articles were published in family business Journals (e.g., Family
Business Review or Journal of Family Business Strategy). Similarly, 17 articles were also
published in finance and accounting Journals (e.g. Journal of Financial Reporting and
Accounting, Journal of Financial Economics). In addition, 11 articles were published in
general management and social science Journals (e.g., Organization Science, Journal of
Management Studies). Finally, 12 articles were published in other business Journals (e.g.
Corporate Governance, European Business Review). Noteworthy, 31 out of 54 selected
articles (57%) were published during the years 2010-2014. Therefore, the results of this
review represent the newest knowledge concerning the performance of exchange listed
family firms (compared to listed non-family firms).

When analyzing the methodological background of the reviewed articles, we noted that all of
the articles used quantitative methods (see table 1). None of the reviewed articles used
qualitative methods or both quantitative and qualitative methods. Tobin’s q, ROA (Returnon
Assets) and ROE (Return on Equity) were the most often used performance indicators in the
reviewed articles (see the used measures in table 1). In more detail, Tobin’s g was used in 29
articles, ROA was used in 36 articles and ROE was used in 11 articles. Noteworthy, in many
of the selected articles, authors used more than one performance measures/indicators. Other
performance indicators that were used only ina view articles included following:

e ROIC, specific measures of cost of debt financing, EVA, Marginal g, ROS, ROI,
ROIC, ROS, specific IPO underpricing measures (see Hearn, 2011), buy- and hold
abnormal returns (BHAR)

e Revenue per employee/unit of cost, net profit employee, market-to-book ratio,
cumulative abnormal return around the announcement date (CAR), market-to-book-
value, ROCE, STIC, ROSF, MTB, MBE, EPS, net gearing, efficiency, labor costs,
price-to-earning ratio (PE), RET (stock returns), ROA ADJ (obtained by dividing the
ROA of each firm by the industry median value), firms” post-listing, buy-and-hold-
abnormal-returns (BHAR), net income-to-sales (N/S)

e Value added per employee, oROA, employment growth, revenue growth, gross
income growth, gross and net profit margin, net income growth, sales growth, sales
per employee, EBITDA, industry-adjusted Q, market risk (beta), idiosyncratic risk
and dividend payout ratio.

The final phases (phases 9-10) include descriptive and thematic analysis (see Newbert, 2007;
Tranfield et al, 2003; Brown, 2007). Descriptive and thematic analysis is obtained by
extracting relevant data from the data extraction form and data synthesis (see table 1). Thus,
thematic analysis provides a summary and synthesis of themes from data analysis that are
iderlwtified by coding. Chapter 3 (results) presents the results of this descriptive and thematic
analysis.

3. Results — thematic analysis

After analyzing the results of the articles, we established three different categories which
each identify the performance between family and non-family firms as different. The first
category is “listed family firms perform better than listed non-family firms” which was
dominant as 27 out of 54 articles belong to this category (see the articles in table 1). In more
detail, we searched for the given reasons for the success which was seen also as the
“independent  variable” in our review. The dominant variable was “family
ownership/concentration of ownership” which was highlighted as a reason for success in 15
articles. In addition, founder CEO and founding family ownership and family control were
also the most dominant reasons (independent variables) for success.



The second category of our review entails articles that suggest that “listed family firms
perform worse than listed non-family firms”. Table 1 show that only two articles (Amran &
Ahmad, 2009; Cronqvist & Nilsson, 2003) suggest that family ownership is bad for the firm
and/or is negatively related to firm performance. For example, Amran & Ahmad (2009) argue
that Malaysian family firms have a lower firm value than non-family firms and that corporate
governance mechanisms effect this firm value (e.g., board size, leadership structure). It
should be also noted that one article (Gunduz & Tatoglu, 2003) also highlighted that
perfo[jn}gnce measures of family owned firms are not different from those of non-family
owned firms.

Finally, third category includes a list of articles in which the result is ambiguous regarding
whether the listed family firms outperform widely held firms. This “ambiguity” refers to that
the performance difference depends on the used performance indicator/measure (e.g. ROA or
ROE), context and varies depending on managerial, governance etc. related factors.
Noteworthy, 25 out of 54 articles articles belong to this category. For example, Alipour
(2013) argues that ownership concentration (family ownership) is positively related to ROE
whereas it is negatively related to ROA. In addition, Chou et al. (2013) argues that family
directors have positive impacts on firm performance if they attend board meetings but
negative if they authorize a representative to participate. Further, Eklund et al. (2013) argue
that founder management has a positive effect on performance whereas descendant
management has a negative effect. The research by Gama & Rodrigues (2012) also shows
that firm performance depends primarily on the efficiency of various governance mechanisms
such as various block-holders, institutional investors and board characteristics.

In sum, the results show that there is variation in results across studies. When analyzing the
overall results of the articles (see table 1), it seems that the structural aspects of family firm
governance (e.g., board size, degree of family ownership and family control,
leadership/management structure etc.) were the dominant factors that seem to explain the
performance differentials between listed family firm and non-family firms. Secondly, most
authors used one or more of the three main theoretical backgrounds that explain the
performance differentials differently; 1) Agency theory, 2) Stewardship theory and 3)
resource-based view (RBV). In sum, table 1 presents that agency theory was the most
dominant theory in this category (all articles referred to this theory). In addition, resource-
based view (RBV) and stewardship theory were also used in several articles. In more detail,
15 out of 54 articles referred to stewardship theory and 11 referred to RBV and / or aspects
related to RBV (e.g. social capital, familiness). Noteworthy, some of the reviewed articles
referred to several different theoretical frameworks in one study. Further, resource-
depﬁndency theory, signaling theory and legitimacy theory was mentioned only in one article
each.

In sum, our review showed that most of the empirical articles found that listed family firms
outperform non-family firms. Further, we found that researchers have concentrated on
applying mainstream theories of the firm (agency theory, stewardship theory and resource-
based view of the firm) to study the performance differentials in listed family vs. non-family
firms. According to Chrisman and colleagues (2005), these theories can potentially assist in
explaining the special characteristics and issues in family firms, which in turn, positively
affect performance outcomes. Next, we will analyze in more detail the performance
differences between listed family vs. non-family firms from; 1) agency, 2) stewardship, and
2) RBV point of views. First, we will briefly introduce the main theoretical background of
each theories and then we will summarize the main findings of our review and give
conclusions for each theoretical frameworks used in this study.

3.1. Agency view and organizational performance

The mainstream organization, management and governance research have largely relied on
agency theory when aiming to explain the consequences of different type of ownership and
control arrangements in organizations (Shleifer & Vishny, 1997). According to agency



theory, as the firms go larger, the separation of ownership and control will replace
concentrated ownership (Berle & Means, 1932) leading to a conflicting relationship between
two parties: the principal (the owner) and the agent (the manager) who the first one
authorizes to make decisions and commitments on his behalf (Eisenhardt, 1989). However,
interests between these two parties may not be aligned (Ang, Cole, & Lin, 2000; Demsetz,
1988; Fama & Jensen, 1983; Jensen & Meckling, 1976) since both may strive to maximize
their self-interest (Jensen & Meckling, 1976; Ross, 1973), act opportunistically, pursue
conflicting goals and incentives (Eisenhardt, 1989) and dispose of asymmetric information
(Lubatkin, 2007). The problem related to opportunistic behavior and lack of motivation is
referred to as the moral hazard problem (Jensen & Meckling, 1976) whereas the problem
related to information asymmetry is called the adverse selection problem (Akerlof, 1970).
Further, the activities of reducing information asymmetries, monitoring the agents and
striving for goal alignment can induce significant expenses, which are subsumed as agency
costs (Jensen & Meckling, 1976).

While agency problems can arise between any two groups of shareholders, researcher
applying agency theory to family firms have concentrated primarily on the relationship
between the owners and managers, and secondary between majority and minority
shareholders (Chrisman et al, 2005). The problems arising between owners and managers
(Corbetta & Salvato, 2004) are defined as Type 1 Agency problems while Type 2 Agency
problems focus on the conflicts between minority and majority shareholders, proposing
altruism and entrenchment as driving forces (Chrisman et al., 2005). The moral hazard and
the adverse selection problem can arise in both settings.

After analyzing the results of the reviewed articles, we found that all 55 articles used agency
theory as their theoretical basis. However, whether the concentration (or separation) of
ownership and control is good or bad for the business was controversial. Several studies
noted that the family has a positive influence on firm performance through increased
ownership concentration (e.g., Bjuggren & Palmberg, 2010; Hamadi, 2010; King & Santor,
2008; Al-Dubai, Ismail & Amran, 2014, Chu, 2009; Chu, 2011; Din & Javid, 2012; Isakov &
Weisskopf, 2014; San Martin-Reyna & Duran-Encalada, 2012). However, contradictory
results were also discovered in few studies. For instance, Hearn (2011) found that family
ownership concentration decreases firm performance. Many studies implied that it depends
largely on the variable used, whether family ownership has a value increasing or destructing
effect (e.g., Alipour, 2013; Gursoy & Aydogan, 2002; Martinez et al., 2007; Yammeeshi &
Loth, 2004). For instance, Martinez et al. (2007) found that family ownership is positively
related to ROA and ROE (10 year average), but negatively related to Tobin’s q. Hence,
Gursoy & Aydogan (2002) found that higher concentration leads to better market
performance but lower accounting performance. Many studies showed that moderate family
ownership increases firm performance (Din & Javid, 2012; Feito-Ruiz & Menendez-Requejo,
2010; Shyu, 2011, Kowalevski, Talavera, & Stetsyuk, 2010) but high concentrated ownership
has a negative effect on performance.

Results concerning family involvement in management and control were also somewhat
inconsistent and ambiguous. While family management and control were found to have a
positive effect on performance in other studies (e.g., Anderson & Reeb, 2003, Chou et al.,
2013; Gama & Rodrigues, 2012, Hearn, 2011; Jaskiewicz et al., 2005, Yammeesri & Lodh,
2004), others underlined the importance of independent, outside managers and boards (e.g.,
Eklund et al., 2013; Ibrahim & Samad, 2011a; Ibrahim & Samad 2011b; Sacristan-Navarro).
The results also varied when discussing whether the founder or descendant managers
facilitated the best performance. For instance, according to Villalonga & Amit (2006), family
management adds value when the founder serves as CEO or chairman of the board with non-
family CEO. However, in founder-CEO firms, the presence of control-enhancing
mechanisms generates significant expropriation of non-family shareholders. In descendant-
CEO firms control-enhancing mechanisms enable family shareholders to appropriate, but not
expropriate, private benefits.

Further, most scholars agreed with the notion that family control is, potentially, an agency
cost-reducing mechanism in itself and found that agency costs between the owner principals
and the managerial agents can be advantageously low because if there is a close alignment



between owners and managers (e.g., Bjuggren & Palmberg, 2010; Bonilla et al., 2010; San
Martin-Reyna & Duran-Encalada, 2012). For instance, Pukthuanthong, Walker &
Thiengtham (2013) found that control-enhancing mechanisms (such as dual-class shares)
which are often employed by family companies add value to companies. Furthermore, they
found that agency conflicts between ownership and management are less costly than those
between majority and minority shareholders, suggesting that family ownership helps to
resolve the agency conflicts between ownership and management which in turn enhances
firm value. Accordingly, Bjuggren & Palmberg (2010) found that concentration of ownership
generates efficient strategies and improves firm performance as long as there is a match
between ownership and control like a one share—one vote governance structure. In addition,
San Martin-Reyna & Duran-Encalada (2012) noted that in concentrated ownership structures,
shareholders have incentives to carry out the tasks of monitoring the enterprise so that it
operates according to the interests of shareholders, which is maximization of profit.

Similarly, Anderson et al. (2003) suggested that founding family firms have unique incentive
structures (generated by long-term commitments to the firm, undiversified portfolios, and
familial pressure) that result in fewer agency conflicts between the firm’s equity and debt
claimants thereby reduce the cost of debt financing. This suggests that bond holders view
founding family ownership as an organizational structure that better protects their interests. In
addition, Anderson et al. (2003) found that families, beyond their ownership stake, can exert
additional control and possibly reduce agency problems by placing one of their members in
the CEO position. This hypothesis was supported also in several other studies in our review
(e.g., Al-Dubai, Ismail & Amran, 2014; Kowalevski, Talavera, & Stetsyuk, 2010; Shyu &
Shen, 2011). Further, according to Andres (2008), a possible interpretation of positive
findings between family involvement and firm performance is that families have a deeper
relationship with their firms or might even feel responsible for other shareholders as long as
they serve as board members. If the family is just a large shareholder without board
representation, family firms seem to face agency-problems similar to other companies with
large blockholders. This applies in particular to family firms in which control-enhancing
mechanisms are employed.

Scholars also note family firms are not immune to agency problems. For instance, Isakov &
Weisskopf (2014) noted that families can extract private benefits which increase agency
costs. Further, Kowalevski, Talavera, & Stetsyuk (2010) found that separation of ownership
and management results in severe agency problems but moderate family ownership has the
potential to ease the task of monitoring and families may provide firms with substantial
financial and physical assets. According to them, family chairmen can be negative for
performance since it is possible that family board chairmen pursue objectives other than
profit maximization. Accordingly, Silva and Majluf (2008) suggested that when ownership
concentration is low, family ownership fosters activities that improve the performance of the
firm (like using synergies, gathering and sharing information, pooling supplies, and many
others), leaving aside expropriation practices, because there is a closer and more effective
monitoring of the controlling family by other relevant shareholders. As ownership
concentration increases, expectations are that market discipline is a lesser problem to
controlling shareholders, making expropriation more likely, because they have enough
control to runthe firmin a less than optimal way and derive other private benefits outside the
firm.

As presented above, many of the articles highlighted structural aspects of family firm
governance as factors that explain the performance differentials between listed family vs.
non-family firms. Thus, it is not surprising to find that agency theory was most often
highlighted in the reviewed articles. Factors related to family firm governance have been
overemphasized in the previous studies that aim to explain the performance differentials
between listed family vs. non-family firms. Further, agency theory has been the dominant
theory especially in the context of exchange-listed firms as the main problems in this theory
are directly related to the exchange- listed firms.



3.2. Stewardship view and organizational performance

From stewardship perspective, family managers can be viewed as good stewards of the firm
(Davis, Schoorman, & Donaldson, 1997). Moreover, since family managers are emotionally
linked to the owners (the family) and the business, they prefer the organization and its well-
being (in terms of increasing organizational wealth). Thereby collectivistic, organizational
behavior has a higher utility than individualistic, self-serving behavior (Miller& Le Breton-
Miller, 2006. In other words, they are intrinsically motivated by higher-level needs to act for
the collective good of the firm (Davis et al., 1997). They identify with the organization and
embrace its objectives; they are committed to make it succeed, even at personal sacrifice
(Davis, Schoorman, Mayer, & Tan, 2000). However, this positive effect may be offset by the
costs of unprofessional family management because in some case, hired professionals would
be better managers than family members (Burkhart, Panunzi &Sheifler, 2003). Thereby, it is
often suggested that costs of family ownership may be reduced by independent directors and
influential shareholders from outside the family (Anderson & Reeb, 2004). Indeed, advice
from external directors with functional skills and experiences that are lacking inside the
family may be an essential element for family business success (Bammens et al., 2011).

From the reviewed articles, nine (9) that found a positive relationship between family
involvement in ownership, control and management mentioned stewardship as their
theoretical basis (Al-Dubai, Ismail & Amran, 2014; Anderson & Reeb, 2004; Anderson &
Reeb, 2003, Andres, 2008; Chu, 2009; Chu, 2011; Culasso, Broccardo & Giacosa, 2012;
Kansikas, Turunen & Laaksonen, 2011; Kowalevski, Talavera, & Stetsyuk, 2010). These
studies came to a conclusion that the positive relationship between the family influence and
firm performance could potentially be explained by stewardship theory, with families acting
to protect and promote corporate welfare. For instance, Andres (2008) suggested that families
are only able to induce positive performance effects if they have a deeper relationship with
their businesses and act as stewards of the firm. Accordingly, the findings of Chu (2011)
implied that stewardship explains the particularly strong positive association between
managerial family ownership and firm performance found. In more detail, when family
members serve as CEOs, top managers, chairpersons, or directors of the firms, they act as
stewards instead of agents and their behavior maximizes sharcholders’ wealth through
accounting profitability of firms. Also, the research by Chu (2009) lend support to
stewardship theory implying that in small family firms, family shareholders and family top
executives are likely to act as stewards and to identify themselves strongly with the firms.
Consistent with the previous notions of Davies et al. (2007), he suggested that families view
the firms as an extension of themselves and thus regard the continuing health of the enterprise
as connected to their own personal well-being which in turn enhances performance via
stewardship behavior. Moreover, also Kowalevski, Talavera, & Stetsyuk (2010) came to a
conclusion that was in line with the findings of Miller, Breton-Miller, and Scholnick (2008),
who state that, from the stewardship perspective, family businesses are conducive to
corporate longevity, fostering talent and sustaining relationships with clients. Similarly, their
findings can be explained by the fact that altruism can significantly reduce relationship
conflict and enhance a participative strategy process in family firms (see also Eddleston and
Kellermanns, 2007).

From the 26 articles that had mixed results concerning the performance of listed family vs.
non-family firms, five (5) utilized stewardship theory (Eklund et al., 2013; Erbetta et al.,
2013; Sacristan-Navarro, Gomez, Anson, Cabeza-Garcia, 2011; Silva & Majluf, 2008;
Venanzi & Morresi, 2010). For instance, even though Venanzi and Morresi (2010) did not
find that family firms perform worse or better than non-family firms, they note that moderate
levels of stewardship produce superior performance, higher risk-taking attitude, higher
ownership commitment and a far-sighted orientation and commitment in both listed family
and non-family firms. However, extreme levels (fully-controlled firms, family CEO, captured
boards or, at the opposite, widely-held firms, family firms in later generations) were seen to
worsen performance. Finally, only one (1) of the articles that found listed non-family firms
outperform listed family firms, mentioned stewardship view among other theoretical views to
explaining the family involvement in business (Amran & Ahmad, 2009).



3.3. Resource-based view and organizational performance

The resource-based of the firm (RBV) is probably one of the most used theoretical
perspectives in the mainstream research of strategic management (see Penrose, 1959;
Wernerfelt, 1984; Barney, 1991; Newbert, 2007). In more detail, RBV focuses to identifying
unique, dynamic and intangible resources which operate as a source of competitive advantage
which in turn, leads to superior business performance. For example, Barney (1991) argues
that “a firm is said to have a sustained competitive advantage when it is implementing a value
creating strategy not simultaneously being implemented by any current or potential
((:ompe)titors and when these other firms are unable to duplicate the benefits of this strategy.”
p.102).

RBV has been also widely applied theoretical framework in the research of family business
(see e.g., Mazzi, 2011). That is, RBV has helped identifying specific resources and
capabilities that make family firms unique and allow them to dewvelop family-based
competitive advantage (Chrisman et al., 2005; Mazzi, 2011). After analyzing the results of
the reviewed articles, we found that eight (empirical) articles used RBV as a theoretical basis
in the studies that suggest listed family firms outperform listed non-family firms (Allouche et
al., 2008; Bonilla et al, 2010; Chu, 2009; Culasso et al. 2012; Kansikas, Turunen,
Laaksonen, 2011; Kowalevski, Talavera, & Stetsyuk, 2010; Pukthuanthong, Walker &
Thiengtham, 2013). Contradictory to this result is that three articles also referred to/or used
RBV in their study but in which the result was more of ambiguous regarding the
organizational performance of listed family firms and/or in which the result was that listed
family firms do not perform better than listed non-family firms (Erbetta et al., 2013; Feito-
Ruiz & Menendez-Requejo, 2010; Sacristan-Navarro et al.,, 2011). For example, Feito-Ruiz
& Menendez-Requejo (2010) argue that family ownership has a positive and significant
influence on acquiring shareholder M&A valuation but a major shareholder ownership of
32% has a negative effect.

From RBV perspective, aspects related to family social and/or human capital were
highlighted in five articles (Bonilla et al., 2010; Feito-Ruiz & Menendez-Requejo, 2010;
Kansikas et al,, 2011; Kowalevski et al., 2010; Pukthuanthong et al., 2013). In addition,
Allouche et al. (2008) and Feito-Ruiz & Menendez-Requejo (2010) refer to “familiness” or
use it as a theoretical framework in their studies. According to Habbershon & Williams
(1999), familiness can be seen as a unique bundle of resources which a specific firm has
because of it’s interaction between the family, its individual members, and the business.
Noteworthy, even though RBV received some scholarly attention in the reviewed articles,
most of the scholars had not fully utilized it in the empirical part of the studies — in other
words, aspects related to RBV were only mentioned in the theoretical part of the studies. We
will discuss this aspect in more detail next in the conclusions.

4. Conclusions

Based on our reviewed articles, we found several research gaps that should be addressed; 1)
in the main stream researches of agency theory, stewardship theory and RBV, 2) general
family business field and 3) specifically to the researches of listed family firms.

First, the main stream research of all the used theories, seem to view organizations as
homogeneous entities in that regard that they have ignored the unique characteristics of
different kinds of companies and organizations(e.g. listed-unlisted firms, family and non-
family firms)— which should be considered in order to understand the competitive advantages
of different kinds of organizations. For example, family firms often have longer time
horizons than non-family firms which in turn, can operate as a source of competitive
advantage against non-family firms.



Based on our review results, we argue that the majority of studies indicate that listed family
firms outperform non-family firms, although several studies also showed that the positive
relationship between family ownership/control/management and firm performance is more of
“ambiguous” than evident. In general, there seems to be variation across the studies. The
results of our review show that structural aspects of family governance are the main factors
that explain the performance differentials. In addition, applied theoretical background varies
across studies which also explain the performance differentials between listed family vs. non-
family firms.

As seen from the reviewed articles, from the agency theory perspective, the main question is:
“how much ownership and control should the family have in business in order to perform
best?” Although the reviewed articles have shed light onto family attributes that are
associated with better firm performance, we found several limitations and research gaps that
should be addressed. First, we do not share the traditional view of agency theory that there
might be an optimal amount of family involvement in ownership, control and management
that would lead to success in listed family firms. Rather, different contextual factors should
be taken into account (e.g., geographic location, industry affiliation, stage of the family firm,
general economic and political conditions). However, these aspects were not much
highlighted in the reviewed articles. For example, different institutional environments
(advanced vs. emerging environments), states of organizational lifestyles (founder vs.
descendant and mixed motives (financial vs. social) can moderate and shape the performance
outcomes of family firms. Consistently with the research of Amit & Villalonga (2013), we
also believe that the value of family control changes also with the economic conditions. In
other words, listed family firms require different kind of family control during financial and
economic crisis and during growth and “boosting” stages of family firm. However, this
aspect was not highlighted in the reviewed articles and therefore, should be considered in the
future studies.

Overall, the findings of our review contributes to previous study by Amit & Villalonga
(2013) in that besides investigating the performance differentials and identifying the factors
that drive the variation in results across studies, we also evaluate the contributions of each
three main theories which are used in reviewed articles. In sum, the main contribution of our
study relies in the utilization of RBV and stewardship theory in this context (not agency
theory which was overemphasized in the reviewed articles). Therefore, we will mainly
concentrate on these two theoretical backgrounds and how scholars could utilize them in the
future studies. First, in the main stream research of social capital (see Nahapiet & Ghoshal,
1998), it should be notified that different kinds of organizations (e.g., listed-unlisted, family
vs. non-family firms and firms in different industries) could potentially have different sources
of social capital. For example, Kansikas et al. (2011) refer to “family social capital” which
includes structural, relational and cognitive family capital which is assumed to generate
towards common goals, long-term strategy of the firm that can potentially improve firm
performance. Kansikas et al. (2011) also argue that the outcomes of social capital are
communication, coordinated cooperation and fulfillment of group members™ goals.

In the researches of family social capital, it is also worthy of highlighting that even though
family firms can have unique social capital compared to non-family businesses, it might not
create superior value in business fields where most of the competitors are also family firms.
In other words, it is possible that family capital (Kansikas et al., 2011) operates as a source of
sustained competitive advantage when competing against non-family firms but does it give
superior competitive advantage if all the other competitors are also family firms? Further, one
important question is also that can the rapid growth of the family firm actually decrease the
perceived social capital of family firm? For example, some customers might want to prefer
small size and locality and if the family firm grows too much and becomes exchange- listed
firm, it might start to actually loose it’s social capital which can also effect negatively to the
performance in the long run. It would be also fruitful to study the impact of growth on social
capital in family firms in different industries.

In addition, even though stewardship behavior (e.g., Andres, 2008; Chu, 2009; Culasso et al.,
2012; Kowalevski et al., 2010), family social capital (e.g., Kansikas et al., 2011) and
“familiness” (e.g. Allouche et al., 2008) have been highlighted in some of the reviewed



articles, these authors have mainly discussed these aspects at a theoretical level, but lacked
further empirical evidence. For example, it would be interesting to investigate; 1) how
various aspects of stewardship behavior and social capital are built, created and maintained in
different kinds of organizations and family businesses? and 2) how stewardship behavior and
social capital are related to superior performance in different kinds of organizations and
family businesses? In the case of outside “hired CEOs”, it is also important to consider, how
the family firm can increase the commitment of outside CEOs to the family firm and how this
CEO can internalize the family values which is needed in order to operate according to the
values and principles of specific family firm? As these questions represent “theory-building
approaches” and answer questions of “how?”, there is a need for more longitudinal,
qualitative research methods.

In the context of stewardship theory, it would be also interesting to study how family values
and family culture shape stewardship behavior inside the family firm and whether this is
related to increased business performance of family firms. Another important question is also
related to the measurement of social capital and stewardship behavior: how these concepts
should and can be measured? Generally, trust has been the most common indicator of high
social capital but scholars still haven’t agreed on the generally established definition of social
capital and especially the definition of family social capital (see Kansikas et al, 2011).

It should be noted that the perceived social capital and stewardship behavior inside the family
firm is always subjective and thus, difficult to measure by using quantitative measures. We
would also like to arise one important question on “stewardship behavior”: can it also have a
negative effect on business performance? Noteworthy, this aspect has not received much
scholarly attention in previous studies. For example, extremely strong stewardship attitude
and behavior may on the other hand, decrease managers” willingness to take risks and to
carry out difficult decisions in the family firm during times of economic crisis and recessions.
This however, can also have negative consequences to the firm performance.

When evaluating the contributions of stewardship and RBV to the family business research
(based on the reviewed articles), we suggest that there is a need for more empirical studies
that utilize specifically stewardship theory in order to find out and understand: 1) what are the
unique and inimitable resources of family firms? 2) what factors determine and affect
whether the family members acts as good stewards of the firm?, 3) how unique resources of
family firms and stewardship attitudes are built, created and maintained to generate sustained
competitive advantage in family firms (which in turn, leads to superior performance)? In
more detail, several authors highlighted stewardship and RBV in their theoretical part of the
study (e.g., Allouche et al.,, 2008; Andres, 2008; Bonilla et al., 2010; Chu, 2009; Kowalevski
et al., 2010), but stewardship and RBV were not investigated and utilized in the empirical
part of the study.

Finally, the results contribute to the specific discussion of listed family firms. Even though
previous studies (Carney, Van Essen, Gedajlovic & Heugens, 2013; Garcia-Castro &
Aguilera, 2014; Mazzi, 2011; O’Boyle, Pollack, Rutherford, 2012) highlight agency theory,
stewardship and RBV in the systematic review of family business and financial performance,
these studies included both listed and unlisted firms and thus, did not analyze whether
especially exchange-listed family firms outperform non-family firms. However, it should be
notified that family firms are not a homogeneous entity and the fact that if the family firm is
listed, it can create unique and different attitudes, motivations, resources and capabilities
compared to unlisted family firms and which in turn, can affect the business performance.

In sum, we argue that the potential of stewardship, RBV and social capital theory have not
been fully explored in the previous researches that compare the performance differences
between listed family vs. non-family firms. Inorder to understand the competitive advantages
and unique resources of listed family firms, scholars should apply also inductive, theory
building researches by using longitudinal, qualitative research methods. For example, the
perception of attitudes and motivations are always subjective and also depend on the
contextual aspects of family firms, which should be also notified.



5. Discussion

Above we have presented the main results and conclusions from the sub-chapters. As
mentioned above, there is some variation in results across studies. When searching for the
drivers of performance variation in the reviewed articles (see table 1), we were able to
categorize two distinguishable drivers that explain the performance differentials; 1) structural
aspects of family firm governance and 2) applied theory in the study (agency, stewardship or
RBV). Following figure (figure 2) presents the current drivers of variation and the potential
research gaps that could explain the variation in results across studies:

Figure 2. Drivers of variation that explain the performance differentials between family vs.
non-family firms
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Above figure (figure 2) presents that there is a research gap concerning how various
contextual factors (e.g., geographic location, industry affiliation, stage of the family firm,
general economic and political conditions) can explain the performance differentials between
listed family and non-family firms. In addition, the social-psychological factors that lead to
stewardship behavior should be also investigated in more detail as previous scholars have
highlighted that stewardship behavior and attitudes are often behind the good performance of
listed family firms (e.g. Al-Dubai et al., 2014; Anderson & Reeb, 2004; Chu, 2009). For
future studies, scholars should also investigate aspects of family firm that are not related to
family firm governance as by so far, structural aspects of family firm governance (and agency



theory) have dominated the discussion of organizational performance of listed family firms.
Following figure (figure 3) presents the integrated model that depicts the performance of
listed family firms based on the used theories in the reviewed articles (including main
independent variables):

Figure 3. Model of how various theories explain the high performance of listed family firms
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CEOQ, family control,
founding family ownership

High performance of listed
family firms

Stewar dship theory and
main independent
variables: family
involvement in ownership,
control and manage ment,
stewardship attitudes and
behavior

Resource-based view of the
firm and main independent
variables: family social
capital, human and
intellectual capital,
familiness family resources

Noteworthy, there are several deficiencies of agency theory which previous scholars have yet
not solved. That is, researchers seem to have ignored research questions of “how?” and
“why?” in this context but solely focused to study quantitatively specific causal relationships
of specific variables. For example, scholars have not fully explored; why certain level of
ownership is better in certain situations/contexts, how the contextual factors effect what
should be the optimum level of ownership? What kind ownership structure is needed under
different economic circumstances (e.g. times of recessions) and during different stages of
family firms™ organizational life cycle? These notifications raise a fundamental question in
family business field; does there exist an optimal level of ownership that is generalizible at
all? As we can see from the reviewed articles, agency problems and performance outcomes
vary in different national settings. Thus, we argue that the contextual, regulative and
institutional factors of each country set preconditions for family ownership.

In the discussion of family firm performance and agency theory, it is also vital to consider the
different definitions of family firm and to search for a unifying definition of (listed) family
firm. Moreover, we see that the discussion of family ownership might be too concentrated on
the legal and financial dimensions of family ownership leaving too little attention to the
socio-psychological dimensions of ownership, which might in fact, have more power to
explain the relationship between family influence and firm performance. Further, we see that
the definitions of family business which are based on the portions of family ownership,
control and management in the company and the current measurements of family



involvement may not be sufficient enough to explain the actual family influence in business.
In other words, viewing the family business as a multidimensional construct, it serves to
question whether the current definitions and measurements have the potential to in fact tell
much about whether the family can bring something “unique” to the business to enhance
performance.

In order to fully describe and explain family business success, it is necessary to discover
relevant concepts for the purpose of theory building that can guide the creation and validation
of constructs and statistical instruments also. If the family business and family involvement
constructs would be refined and more developed as suggested by O’Boyle and colleagues
(2012), researchers would have a more complete view to the “essence” of the family
business, as opposed to simply view the components-of-involvement aspect (Chrisman, Chua
& Sharma, 2005). Thereby, the development and use of more integrative multidimensional
measurement instruments would thereby seem more appropriate when studying the
interconnections between family involvement and firm performance.

Moreover, we agree with Garcia-Castro and Aguilera (2014) who state that regression
analysis limits the systematic exploration of conditions complementarily and substitutability
of different components of family involvement (see also Fiss, 2007; Ragin, 2008). This is the
reason why many explanations offered in previous studies for listed family firm superior
performance seem indeed quite descriptive in nature. Hence, as noted by Lee (2006): “In
particular, the regression analysis has reveled little about the contributions of the unique
attributes of family firms, including higher levels of trust, commitment and loyalty. Despite
their role in organizational behavior and strategic management, these variables are not
directly observable and thus are largely ignored in the present study.” (p. 113). Thereby, as
all of the previous studies in this review have been quantitative, it seems that there is a need
for more researches that investigate qualitatively how contextual and social-psychological
factors affect family ownership and firm performance.

We believe that by investigating the relationship; 1) between the family members, 2) between
the family and the firm, and 3) the family and other stakeholders, scholars would be able to
explain attitudes (e.g., commitment, loyalty, trust), motivations (e.g., long-term view) and
behaviors (e.g., stewardship) of family members which in turn explain why family
involvement in ownership, control and management occurs. For example, identification with
the firm is critical in order the stewardship attitudes and behaviors to develop and manifest.
Therefore, we argue that there is a need to investigate aspects related to these factors in more
detail. By so far, stewardship attitudes and behavior have been mainly theoretically
discussed, but it lacks empirical evidence (e.g., Miller & LeBreton-Miller, 2006). Thereby,
we i:al! out for more theory-building and empirical research based on qualitative methods and
analysis.

Our study contributes to previous reviews/meta-analysis of the performance of family firms
in many ways (e.g., Amit & Villalonga, 2013; O"Boyle et al., 2012; Mazzi, 2011; Carney et
al., 2013). First, most of the reviewed articles published in our review were published during
the years 2010-2014 and thus, this review represents the newest knowledge on this field.
Secondly, our study is focused solely on listed family firms whereas e.g., the research by
Mazzi (2011) includes both unlisted and listed family firms. In addition, we believe that by
using systematic review method (Tranfield et al., 2003), we were able to obtain most reliable
results as we were able to reduce selection bias by using this method. For example, the
research by Carney et al., (2013), O'Boyle et al. (2012) and Miller and LeBreton-Miller
(2006) had not utilized this systematic review method. Finally, even though various scholars
have emphasized agency and stewardship theory in their reviews (e.g., Mazzi, 2011; Miller &
LeBreton-Miller, 2006), our study brings new insights especially from the resource-based
view (see the chapter 3.3.1) which should be addressed in the future studies. In addition,
scholars should also take into considerations that what resources make a family firm unique
and competitive, how these specific resources are managed and used to create competitive
advantage and enhance performance and how they can be different whether the business is
and an exchange-listed family firm or unlisted small family firm.



It should be noted that many factors that are mentioned in the conclusions of the reviewed
articles lack empirical evidence concerning how this specific affecting factor (e.g.,
stewardship behavior) can actually be measured. In addition, prior research often seems to be
listing independent results rather than components of the carefully constructed arguments.
Moreover, besides quantitative theory verification, there is also more need for qualitative
theory building and development. As yet, we see that the lack of appropriate methods and
tools has prevented further empirical exploration on the subject. Overall, we note that there is
a need for empirical research that shows a clear, insightful chain of reasons concerning why
listed family firms outperform better than other widely-held firms.

For future studies it would be interesting to utilized also social exchange theory (e.g., Blau,
1964) together with stewardship theory in order to understand how owners and managers
exchange resources, identify, attach and invest themselves to the family firm.

There are some limitations of our review. The first limitation concerns the challenge of
measuring performance in family businesses (see Amit & Villalonga, 2013). In more detail,
in this study, we have included those articles which resulted by conducting this specific
systematic review method (Tranfield et al, 2003) and by using specific key words and
protocols explained in chapter 2. Thereby, the performance of listed family firms relies
mainly on financial performance indicators — accounting profitability or market value.
According to Amit & Villalonga (2013) there are two important aspects which should be
notified in these two main indicators. First is that accounting a profit is backward-looking
(what management has accomplished) whereas market-based performance measures are
forward-looking (what management will accomplish). The second difference is related to the
question of who is measuring performance (e.g. accountant or the community investor). For
future studies we also suggest to include also other performance measures (e.g., measures of
growth or measures of socio-emotional wealth) when investigating the performance
differentials between listed family vs. non-family firms.

The second limitation of our study is the definition of family business. For example, Amit &
Villalonga (2013) argue that the answer to the question of whether family firms are better or
worse performers than non-family firms is contingent on how family businesses are defined.
However, in our study we did not investigate this specific aspect and thus, would be
interesting to notify in the future studies. Our study has also strong practical implications; by
identifying the factors that lead to superior firm performance of listed family firms, managers
of family firms can increase the performance of family firms and succeed also during the
times of economic recessions and crisis.
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Abstract

A number of previous studies have established differences in performance between listed family firms
and other widely-held firms. Most studies reveal that family firms outperform their non-family
counterparts. Despite of multitude of research, previous studies have remained descriptive in nature
and do not provide in-depth evidence and explanation to family firm superiority in this context. What
seems to be missing is research that discovers the potential causal connections between family
ownership and listed family firm performance. In this paper we begin filling this gap by mapping the
mechanisms through which family ownership promotes the performance of listed firms. Our study is
different from previous studies in this context in that we give voice to representatives of business
families and move towards theory starting from the insiders’ own interpretation about the effects of
family ownership.

Keywords: Listed family firms, family involvement, family firm performance, family firm success,
internal factors

1. Introduction

Mazzi (2011) notes that exchange-listed companies have long been considered as optimal paradigm
for larger firms in terms of value creation and efficient allocation of resources (see also, Berle &
Means, 1932). In more detail, publicly-held companies have greater access to financing than other
companies since they are able raise substantial amount of capital in the public capital markets and
trading ownership shares as well as control of the company (e.g., Jenkinson & Ljunggvist, 2001). In
addition, all transactions in securities are supervised and controlled by the regulatory mechanisms of
the stock exchange which prevents unfair trade practices, improves confidence and protects the small
investors (e.g., La Porta et al., 2000; Vogel 1996). Accordingly, the requirements set for reporting and
daily updates on the share price on the stock provide more transparency to the business; they provide
the investors and the public with important information to rely on when making decisions. (e.g., Healy
& Palepu, 2001; Sanger & McConnell, 1986) As we can see, publicly-held companies are seen as
having inherent advantages over privately-held companies; listing is noted to be beneficial to the
company, the investor and the public at large.

Not all listed companies are similar, however. Concentration of ownership and the identity of
owners are amongst factors identified as making a difference across listed firms (e.g., Berle & Means,
1932; Pedersen & Thomsen, 2000; 2003, Villalonga & Amit, 2006; Williamson, 1985). Recent
studies indicate for example that firms with a dominant owner outperform firms with dispersed
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ownership (e.g., Anderson & Reeb, 2003; Andres, 2008). Over the past years, researchers have
identified one group of owners in particular whose ownership stake in a publicly listed firms is
positively related to performance: the family. Although empirical findings are somewhat inconclusive
and mixed, most comparisons reveal that listed family firms outperform listed non-family firms in
many dimensions, such as profit margins, growth rates, stability of earnings and return on the
investment (e.g., Anderson & Reeb, 2004; Klein, Shapiro & Young, 2005; Villalonga & Amit, 2004).
This is not a major surprise considering the notions in family business research not specific to the
public firm context according to which family is an integral aspect of economic activity and
organizational life and family members often play an important role in business success (e.g., Aldrich
& CIiff, 2003; Steier, 2003). On the other hand, most of family businesses are SME’s (Gomez-Mejia
et al., 2011) and consistently much of family business research is from SME context. Thereby, it is
questionable if we can simply adopt knowledge from non-listed firms and assume it to apply also in
the context of listed firms. After all, listed firms operate for example under different regulations than
non-listed companies (e.g., La Porta et al., 2000), which may have an effect also on or set boundaries
to family influence as compared to what is witnessed in the context of family-owned SMEs. Thereby,
we believe that it is important to investigate this issue further and in-depth. Despite of considerable
scholarly efforts in firm performance research, studies comparing the performance between listed
family and other types of firms have remained descriptive in nature since they lack empirical data and
confirmation from the family business representatives themselves. Moreover, scholars have not been
able to establish a comprehensive framework and an in-depth understanding on various factors that
explain why listed family firms outperform other widely-held firms. So far, research in this context
has largely relied on regression analysis (Rutherford et al., 2008) which presents some limitations
when dealing with complex configurations. In more detail, Carcia-Castro and Aguilera (2014) have
noted that regression analysis limits the systematic exploration of conditions complementarity and
substitutability of different components of family involvement for instance (see also Fiss, 2007;
Ragin, 2008).

In this paper, we begin filling the above gap by mapping the mechanisms through which family
ownership leads to improved performance. Our study represents a thematic qualitative case study and
systematic inductive approach which are deeply embedded in rich empirical data. Further, we aim to
build or elaborate pieces of theory that are new (Gioia, Corley & Hamilton, 2012) to research on listed
firms in general and listed family firms in particular. Our research data consists of 16 tape-recorded
qualitative interviews with CEOs, members of the board, supervisory board chairs and founders of the
listed-family firms. By analyzing the interview data, we cannot determine the significance or relative
role of different direct and indirect factors effecting the success of listed family firms, but we can
identify those factors while giving the owner-families a possibility to share their views (i.e., give
voice to the ‘insiders’). Our analysis is guided by the question: How does family involvement lead to
improved performance? Noteworthy, our analysis in this paper is limited to factors we label ‘internal,’
representing behaviors, attitudes and motivations of the family-owner. This scope limitation is based
on the realization that the inclusion of ‘external’ factors, representing behaviors, attitudes, and
motivations of other stakeholders, would have made it impossible to present this study in the kind of
rigor the limitation allows. While limited in this respect, our inductive approach allows a rich set of
concepts and theories to be applied and brought on stage depending on the interpretations of the
informants themselves (i.e., based on the extent to which particular concepts and theories are relevant
and useful in analyzing the accounts of the interviewees). This strategy can be seen as executing the
call by Goel, Mazzola, Pahn, Pieper, and Zachary (2012) to question the extant business research in
general and to broaden research perspectives to both the family system and the business system.



With the new insight generated in this paper we add value to the understanding of how
ownership makes a difference in listed firms. We also advance understanding in the area of family
business research. This is important, since the field of organization and management has not paid
enough attention to the family firms’ unique theoretical and practical issues (Dyer, 2003; Sharma,
2009) and the scope of family firm research is yet narrow (Astrachan, 2010). Family business research
is gaining momentum and is currently seen by some as the fastest growing discipline in business
research (Astrachan & Pieper, 2010; Stewart & Miner, 2011) as researchers are including family as a
variable in organizational research, inasmuch as it influences behaviour at the individual, group, and
organizational levels of analysis. In our view, it is important to do so also in the context of listed
firms, since a great number of stock exchanged companies worldwide are family owned, controlled
and/or managed (Anderson & Reeb, 2003; Krivogorsky & Burton, 2011; Martinez, Stéhr, & Quiroga,
2007) and as mentioned above, family ownership is proved to make a difference as it comes to
performance. On the other hand, it is important to take into account that family firms are a very
heterogeneous group with regard to size, branch, age, and structure (Birley, 2001; Handler, 1989;
Sharma, 2003) and different kind of sub-categories of family firms may require their specialized
theories in order to inform both academic and practitioner domains in a useful manner. To certain
extent our paper advances understanding on how family business as a phenomenon can be seen as
being shaped by the governance codes of listed firms and in particular the family owners’
interpretation of those codes.

Our paper is organized as follows. We start by briefly reviewing literature on ownership
differences — listed firm performance relationship, focusing especially on the findings on the effects of
family involvement on listed firm performance. This serves to map extant knowledge on the topic.
Next we introduce the context, data, and methods of this particular study. Noteworthy, as implied
above, the interpretations of the interviewees themselves and our interpretation of the research
material guides the utilization of frameworks from outside the listed firm context, including those
emerged from research on family SMEs. Following our inductive approach and in order to avoid
unnecessary repetition, the relevant interpretative frameworks are presented in connection to data
analysis where fit and most appropriate. After the data analysis we summarize our findings and
conclude with a discussion of the novelty of our work and utility of our study to future research and
practice concerning the phenomenon of interest.

2. Family involvement and listed family firm performance
2.1. Agency view to listed companies

A publicly held/traded/listed firm is a limited liability company that issues securities (stock/shares,
bonds/loans, etc.) through an initial public offering (IPO) and is traded on the open market, either on
stock exchange or through market makers operating on the over the counter market. Individual and
institutional shareholders constitute the owners of a publicly listed company, in proportion to the
amount of stock they own as a percentage of all outstanding stock. (Financial dictionary, 2014) As a
key feature to the capitalistic ideology, a shareholder’s shares in a company are transferable personal
property. Because of legal ownership rights, these shareholders are granted special privileges
depending on the class of stock they hold. Such privileges may include a right to sell their shares, a
right to purchase new shares issued by the company, a right for dividends if they are declared, a right
to the company’s assets in liquidation and a right to participate to company control, monitoring and
decision-making (e.g., voting rights). (Barclay & Holderness, 1989) In a limited liability company, the
shareholders are liable without limit for the debts of the company in the case of insolvency



(Easterbrook & Fischel, 1985). Thereby, the only main duty of a shareholder is to pay the company
any outstanding amount of the purchase price agreed for the shares allotted to him or her. Jensen
(1989) describes the public company as a social invention (or innovation), which gives investors the
possibility to customize their own risk by diversifying and creating a portfolio consistent of different
companies and risk. Accordingly, the basic idea of publicly listed company is that individuals can
invest a varying amount of money to corporations that are easy to access and leave according to their
incentives and motivations to buy and sell their shares.

Publicly-held firms are seen as having inherent advantages over privately-held companies. For
instance, they have greater access to financing than other companies. In more detail, they are able to
raise substantial amount of capital in the public capital markets and trading ownership shares as well
as control of the company. However, they are also subject to higher levels of reporting, regulations,
and public scrutiny. (Pagano, Panetta & Zingales, 1995; Rainey, Backoff. & Levine, 1976) In
addition, there also comes less control for majority owners and company founders since other
shareholders become to have a voice in control and decision-making of the company’s matters
(Jensen & Meckling, 1976).

Further, in listed companies, the separation of ownership and control results in a situation where
the owners (shareholders) become principals when they designate executives (agents) to manage and
monitor the company on their behalf (Eisenhardt, 1989). Thereby, shareholders in listed firms can be
characterized as passive owners; it is not relevant for them to be active since professional managers
have been hired to manage the business for them. However, this authorization and tradable ownership
claims can create fundamental conflicts of interest between those who bear the risk (the principal) and
those who manage the risk (the agents) (Eisenhardt, 1989). Agency theory has been embraced by
scholars of various fields of research in order to understand this special case of the principal-agent
relationship between the owners and the managers in large, publicly listed and traded organizations
(Berle & Means, 1932).

Eisenhardt (1989) has defined that the focus of agency theory is “on determining the most
efficient contract governing principal-agent relationship given assumptions about people (e.g., self-
interest, bounded rationality, risk aversion), organizations (e.g., goal conflict among members) and
information (e.g., information is a commodity which can be purchased).” (p. 58). Thereby, so-called
agency problems can arise because both parties may strive to maximize their self-interest (Jensen &
Meckling, 1976; Ross, 1973), act opportunistic, pursue conflicting goals and incentives and dispose of
asymmetric information (Eisenhardt, 1989). Further, the problem related to opportunistic behavior
and lack of motivation is referred to as the moral hazard problem (Jensen & Meckling, 1976) whereas
the problem related to information asymmetry is called the adverse selection problem (Akerlof, 1970).
In more detail, the moral hazard refers to lack of effort and shirking on the part of the agent. The
adverse selection refers to misrepresentation of ability by the agent. For instance, the agent can claim
to have certain skills or abilities that the principal cannot completely verify when selecting the agent
to represent him/her or even while the agent is working. (Eisenhardt, 1989)

Moreover, the basic assumption in agency view is that the primary motive of the principals is to
gain and maximize their profits (i.e., value of shares), whereas the agents can seek to maximize their
personal utility. However, investors do not want to put their savings into shares of companies run by
unaccountable managers. To make sure that the company does not fail or be taken over (as investors
pull off their shares and share price would decline), there must be forces to compel management’s
attention to share price. Thereby, the activities that the principals carry out to reduce information
asymmetries, to monitor the agents and to strive for goal alignment can induce significant expenses,
which are subsumed as agency costs. (Jensen & Meckling, 1976)



Noteworthy is that here the corporation is nothing more than a “nexus of contracts” among
voluntary, individual participants. Jensen and Meckling (1976) note that most companies are “simply
legal fictions which serve as a nexus for a set of contracting relationships among individuals...”
(p.1976). Moreover, they note that “there is in a very real sense only a multitude of complex
relationships (i.e., contracts) between the legal fiction (the firm) and the owners of labor, material
and capital inputs and the consumers of output” Moreover, as Eisenhardt, 1989) describes, the focus
of agency literature is “determining an optimal contract, behavior versus outcome, between the
principal and the agent” (p. 60). Thereby, the main question is: how to make the agent act in the best
interest of the principal? Typically, the principals make an effort to bind the agents with large equity
interests and contracts governing the distribution of rewards. When the contract is based on behavior,
the principal is actually buying the agent’s behavior. When the contract is based on an outcome, it
transfers the risk to the agent, who is assumed to be more risk averse than the principal. Thereby, the
relationship between the principal and the agent can be viewed as a trade-off between the cost of
measuring behavior and the cost of measuring outcomes and transferring the risk to the agent.
However, all these contracts between principals and agents aim to fulfill the corporate purpose of
publicly listed companies; maximizing the shareholder’s value (Hansmann & Kraakman, 2001).

Besides the principal — agent relationship, agency theory can be applied to another agency
relationship, the principal — principal relationship. According to this perspective, concentrated
ownership (combined with an absence of effective external governance mechanisms) can result in
conflicts between controlling shareholders and minority shareholders (Morck et al., 2005). Agency
theory proposes altruism and entrenchment as driving forces for these conflicts. In more detail, major
shareholders interests may not necessarily be in line with those of other shareholders (Fama & Jensen,
1985) and they might serve as their potentially exploitative de facto agents (Morck & Yeung, 2003;
Villalonga & Amit, 2006). Hence, the concern is that instead of maximizing share value, entrenched
majority owners might have an incentive to benefit themselves (e.g., exchange profits for private
rents, pursue other objectives than maximizing value of the shares) at the expense of firm
performance and thereby expropriate minority shareholders (Claessens et al., 2000; Faccio et al.,
2001; Johnson et al., 2000b; Mitton, 2002). In addition, Young et al (2008) have stated that principal-
principal conflicts are often characterized by such elements (related to poor institutional protection of
minority shareholders, and indicators of weak governance) as lower levels of dividends payout (La
Porta et al., 2000), less investment in innovation (Morck et al., 2005), less information contained in
stock prices (Morck et al., 2000) and inefficient strategies (Filatotchev et al., 2003; Wurgler, 2000).

Further, major shareholders may also incur costs that do not directly come at the expense of
profits. Accordingly, in family firms, it is put forward that families may handover executive positions
to family members with average talent when in fact hired professionals would be better for firm
performance (Burkart, Panunzi & Shleifer, 2003). In addition, it is seen that selecting family members
to management positions and supervisory board may also increase entrenchment and may lower firm
value since external parties can hardly capture control over the firm.

Research on listed firms has largely relied on agency theory when aiming to explain the
consequences of ownership and control arrangements in these organizations (Shleifer & Vishny,
1997). According to this perspective, family involvement in ownership, control and management
reduces agency conflicts between the two parties and enhances firm performance (e.g., Bjuggen &
Palmberg, 2010; Bonilla et al., 2010; Pukthuanthong, Walker & Thiengtham, 2013). The interest
between the owners and managers are aligned when family members place their own family members
to executive and board positions (e.g., Al-Dubai, Ismail & Amran, 2014; Andres, 2008; Anderson &
Reeb, 2003; San Martin-Reyna & Duran-Encalada, 2012; Talavera, & Stetsyuk, 2010; Shyu & Shen,



2011). For instance, according to Andres (2008), it is possible that when families serve as board
members, they have a deeper relationship with the firm and might feel responsible for other
shareholders also. If the family is just a large shareholder without managerial or board representation,
family firms seem to face agency-problems similar to other companies with large blockholders and
firm performance is declined (e.g., Andres, 2008; Anderson & Reeb, 2003). Family board members or
managers may extract private benefits from the firm at the expense of minority shareholders
(expropriation) or they may pursue other objectives (long-term strategies, growth) than other
shareholders (pure maximizing of share value) (e.g., Villalonga & Amit, 2006). For instance, Isakov
& Weisskopf (2014) noted that families can extract private benefits which increase agency costs.
Hence, Silva and Majluf (2008) suggest that when ownership concentration increases, expectations
are that market discipline is a lesser problem to controlling shareholders, making expropriation more
likely, because they have enough control to run the firm in a less than optimal way and derive other
private benefits outside the firm. Accordingly, Kowalevski, Talavera and Stetsyuk (2010) suggest that
family chairmen can be negative for performance since it is possible that family board chairmen
pursue objectives other than profit maximization. In addition, also individual family members may
pursue different objectives (individual, not family goals) and skills (if worse than outside
professionals) and thereby agency problems may arise. Therefore, some studies underline the
importance of that independent, outside managers and boards (e.g., Eklund et al., 2013; Ibrahim &
Samad, 2011a; 2011b; Sacrastan-Navarro, Gomez-Anson & Cabeza-Garcia, 2011).

Thereby, scholars note that family firms are not immune to agency problems and especially the
principal-principal problem seems evident in listed family firms. Although agency view appears to be
the dominant paradigm underlying most firm performance research and perceptions, we see some
limitations in it. First, although previous studies have shed some light onto family attributes that are
associated with better firm performance, the assumption about individualistic utility motivations
resulting in interest divergence in both principal-agent and principal-principal relationship may not
hold for all principals and managers in listed family firms. That is, a family represents an owners-
collective; a group of individuals that has collective patrimony and ownership to take care of (e.g.,
Gersick, Davis, Hampton, & Lansberg, 1997). This notion calls for additional insight into firm
performance research. Second, all questions concerning the identity of the owners and managers are
missing form agency view. It is noteworthy that in family business context, the family as an owner
has affective needs (such as identity). Family business represents a situation where the boundaries
between multiple (potentially competing) identities (family identity, owner identity, employee
identity, manager identity, board member identity) become blurred. For instance, Kets de Vries (1993)
has stated that in many instances, the firm affects the identity of the family members and can become
a reflection on the self. This is because the business constitutes an important center of activity in the
family members’ lives and many of them use the firm to define their place in their community and the
world at large (McGivern, 1978). In addition, Milton (2008) argues that family businesses can
develop identity confirmation as a unique, hard to imitate competitive resource that unleashes and
leverages the relational capabilities that differentiate them from non-family businesses. Hence,
Lubatkin, Schulze and Ling (2005) propose that for family owners, the firm becomes an integral and
inescapable part of their lives, whereas for non-family shareholders or professional managers, the
relationship to the firm tends to stay more distant, transitory, individualistic, and utilitarian. Thereby,
family members’ identities can be “confirmed” in a business, to the extent they are supported therein.
In addition to this, given that family as on owner is a collective group, they can also share a sense of
identity (Tagiuri & Davis, 1996). This social identity emerges when an important component of an
individual's self-concept is derived from perceived membership in a relevant social group which has
value and emotional significance to the individual (Tajfel & Turner, 1985). Hence, it is suggested that



families can become to experience a strong sense of group identity that is closely tied to the business
(e.g., Cruz, Gomez-Mejia, & Becerra, 2010; Tagiuri & Davis, 1996; Sharma & Irving, 2005). Since
both self- and group identities help individuals and groups orient to their context, give meaning to
their experience, and provide guidelines for their actions, it would be important to give attention these
aspects of identity and collectivity also when considering the family as owners in listed firms.

2.2. Stewardship perspective to listed companies

As an alternative (or complementary) view to the view of agents as individualistic, opportunistic and
self-serving actors, the stewardship theory that is based largely on psychology and sociology, views
humans as collective, pro-organizational and trustworthy. According to this approach, managers are
not always motivated by their individual goals but rather they their motives are aligned with the
objectives of their principals and thereby, they act as good stewards of the firm. (Davis, Schoorman &
Donaldson, 1997) Stewardship theory suggests that the organization becomes an extension of the
steward’s psychological structure (Brown, 1969) which increases organizational (value) commitment
and leads to higher levels of performance and satisfaction with the work. Thereby, managers (who
identify themselves with the business) attribute organizational success to themselves, and this
attribution contributes to individual’s self-image and self-concept. (Davis et al., 1997) Moreover,
based on motivation research (e.g., Argyris, 1973; Maslow, 1970; McGregor, 1960), stewardship
theory characterizes individuals as “self-actualizing”, seeking to grow beyond their current states and
to reach higher levels of achievement. It is argued that monitoring and such extrinsic rewards as salary
incentives produce only short-term motivation, whereas intrinsic incentives and intangible rewards
such as achievement, affiliation, recognition, responsibility, and opportunities for growth have strong
long-term effects. (Davis et al., 1997) Further, it is suggested that high levels of monitoring and
executive compensation may even be counterproductive and likely to lead to a decrease in intrinsic
motivation for favorable behavior (Frey & Osterloh, 2005). The development of mutual trust,
collaboration and empowerment can thereby be more effective than excessive monitoring. Hence,
stewardship view notes that psychological states (experienced meaningfulness of work, experienced
responsibility for outcomes and knowledge of the actual results) mediate the relationship between task
characteristics and internal work motivation (Hackman & Oldham, 1975, 1980). Thereby, stewards
are motivated to act in the best interest of their principals because they feel that pro-organizational,
collectivistic behaviors have higher utility than individualistic, self-serving behaviors. Moreover, the
steward understands the trade-off between personal needs and organizational objectives and believes
that by working towards organizational and collective end, personal needs (such as self-leadership,
self-efficacy, self-determination, power of influencing and feelings of purpose) can also be satisfied.
(Davis et al., 1997)

Although previous empirical research looking at the success of listed family firms has referred
to stewardship theory, most of them have utilized it only in their theoretical frameworks (e.g., Al-
Dubai, Ismail & Amran, 2014; Andres, 2008; Chu, 2009; 2011; Culasso, Broccardo & Giacosa, 2012;
Erbetta et al., 2013; Sacristan-Navarro, Gomez, Anson, Cabeza-Garcia, 2011). In other words,
previous studies do not specify the explanatory elements (motivation, trust, responsibility,
commitment) of the theory nor utilize them in their empirical analysis or go deep into this in their
conclusions. For instance, Andres (2008) notes that “the results point out that families are only able to
induce positive performance effects if they have a deeper relationship with their businesses and act as
stewards of the firm” (p. 432) but does not go any deeper into the subject. Also Anderson and Reeb
(2003) note in their conclusions that “One interpretation is that... involved family members view
themselves as the stewards of the firm” (p.1324). Accordingly, Kowalewski et al. (2010) note that



superior listed family firm performance can be explained by the fact that altruism can significantly
reduce relationship conflict and enhance a participative strategy process in family firms (Eddleston
and Kellermanns, 2007).

Only a few studies in the public corporation context note that social and psychological motives
are present in stewardship view and use the theory in broader sense, highlighting such concepts as
relationships, commitments, identities and cooperation. Further, these empirical studies hardly include
these as factors or variables in their analyses; they rather assume these concepts as ‘family influence’.
For instance, Anderson and Reeb (2004) study directors on the board in public firms with founding-
family ownership and note that their findings of a positive relation between board independence and
firm performance could potentially be explained by stewardship theory, with families acting to protect
and promote corporate welfare. Moreover, Kansikas, Turunen and Laaksonen (2011) examine family
influence on firm performance among listed companies using the concept of family social capital
which consists of “factors such as close relationships, effective information channels, tacit and
explicit knowledge, networks, norms, values and trust”. (p. 53). In addition, Venanzi and Morresi
(2010) dissect the variables (ownership concentration, closeness between ownership and control,
commitment and long management tenures) that are likely to foster stewardship attitudes and include
them in their analysis. Hence, many of the findings in previous studies lend support to stewardship
theory but more precise utilization of the theory on their models and analyses is rather
indistinguishable. However, we believe that by utilizing inductive research we can enrich family
business research and get more rigorous insight on what are the actual mechanisms of stewardship
leading to the comparative success of listed family firms.

2.3. Resource-based view

Finally, the resource-based view (RBV) (Barney, 1991; Penrose, 1959) regards that the firm has
unique, dynamic and intangible resources, which can operate as a source of competitive advantage
(Wernerfelt, 1984). For example, Barney (1991) argues that “a firm is said to have a sustained
competitive advantage when it is implementing a value creating strategy not simultaneously being
implemented by any current or potential competitors and when these other firms are unable to
duplicate the benefits of this strategy.” (p.102). In more detail, RBV has two fundamental
assumptions that ensure the contribution of resources to competitive advantages. First, these resources
must be heterogeneous (i.e., the resources differ from the ones competitors within an industry have
and control). Second, these resources should not be able to move easily among competitors, in other
words, they are not perfectly mobile. Hence, Barney (1991) argues that sustained competitive
advantage derives from the resources and capabilities a firm controls that are valuable, rare,
imperfectly imitable, and not substitutable. These resources may come in different forms, typically
they are divided into three broad categories: 1) physical capital (such as financial capital, factories,
equipment and technology), 2) human capital (such as social capital and experience) and 3)
organizational capital (such as culture or structure) (Barney, 1991).

Recent research studying the performance of listed family firms has placed some attention on
the intangible resources that arise from knowledge, information and experience (e.g., Kansikas et al.,
2011; Chu, 2009) and network relationships (Allouche et al., 2008). Moreover, financial and physical
assets (Feito-Ruiz & Menendez-Ruquejo, 2010; Kowalewski et al., 2008) as well as social and human
capital (Kansikas et al., 2011; Kowalewski et al., 2008; Pukthuanthong, Walker & Thiengtham, 2013)
are mentioned in the theoretical sections of some empirical studies. However, scholars have not fully
utilized RBV in the analyses since they have mainly discussed these aspects at a theoretical level,
while lacking empirical evidence. In addition, many aspect related to different types of resources (e.g.,



organizational capital) are left unspecified or intellectually untouched in these studies. Also,
especially in family firm context, it is worth highlighting that the resources and capabilities are built
and coalesced within the owner-collective (the family). This calls for additional insight to the inter-
subjective dynamics. Previous studies have not brought up this issue and discussed it in detail.

2.4. Limitations and remaining gaps

Previous research has largely relied on regression analysis (Rutherford et al., 2008) and when dealing
with complex configurations such as different components of family involvement, some limitations
appear. Moreover, in previous studies, constructs have been formulated so that they can be measured.
In other words, their primary purpose is to delineate a domain of attributes that can be operationalized
and preferably quantified as variables (see Gioia, Corely & Hamilton, 2012). As Gioia et al. (2012)
note “constructs and variables have the wonderful advantage of allowing parsimony and some
semblance of consensuality as we engage in the ambitious and ambiguous work of trying to make
sense of organizing, organization, and organizations.” However, since these previous empirical
studies are based on numeric data and performance differences between exchange-listed family
businesses and other widely-held firms are compared through economic indicators (such as Tobin’s g,
ROA, ROE), they do not go any deeper in order the empirically search for the underlying reasons for
these performance differences. In other words, many explanations offered in previous studies for
listed family firm superior performance are indeed quite descriptive in nature since they lack
confirmation from the family business representatives themselves.

Besides just finding differences in financial and economical indicators between listed family
and non-family firms, we believe that it is highly important to understand also the contextual factors
that lie beneath different attitudes, motivations and behaviors that lead to family involvement and
favorable performance outcomes and success. This is why previous research has not been able to fully
provide us with the ability to explain performance differences between listed family and non-family
firms and establish a comprehensive framework on the various underlying factors that affect the level
of family involvement and firm success. There is need for more research that aims to theory building
and elaboration (not theory verification) and use qualitative research methods in order to answer
questions of why or how listed family firms outperform over non-family firms.

3. Context of the study

The presence of family businesses has been rather visible in Finland during the last decades. Over
80% of all Finnish businesses are considered as family firms and they employ more than 40 % of the
workforce within the private sector and produce 35% of the total turnover of all businesses. It may be
well said that family businesses play a vital role in Finland’s economy especially in terms of adding
stability to a balanced economy and vitality by creating jobs. Majority of Finnish family firms are
SMEs but it is also noteworthy that 25% of all companies listed in OMX Helsinki Stock Exchange,
are family businesses. (www.perheyritystenliitto.fi; accessed 28" of January, 2014)

Family businesses in Finland have performed well over the last years and are bullish about
growth over the next years. Moreover, even 70% have grown in the last 12 months and 94% are
aiming to grow over the next five years (compared with 81% globally).
(www.pwe.fifen/publications/family-business-survey.jhtml; accessed 28" of January, 2014) Studies
show that between 2000 and 2005, small and medium sized family businesses where the family
members were active in ownership, management and/or governance, performed better than non-



family businesses. Accordingly, also publicly traded family firms had higher performance than listed
non-family corporations. (Tourunen, 2009)

Our data is from sixteen Finnish family firms of varying size and industry (e.g., industrial
products and services, consumer goods, technology and energy), all listed in OMX Helsinki Stock
Exchange. The oldest firms were established in the 19" century and have operated for almost 200
years without interruption in family ownership and governance. While the largest family firm
employs nearly 40 000 people, the smallest one had only a little over 40 employees. In addition,
turnover among companies ranged from couple of million Euros to nearly 6.3 billion Euros (year
2012). A common feature to all of the represented business families is that they have been more or
less successful as business owners and managers and, thereby, offer us insight into how and why
family run listed families perform well.

4. Research process and methods

In order to fulfill organization study’s potential for description, explanation, and prescription, we feel
that it is necessary to discover relevant concepts for the purpose of theory building that can guide the
creation and validation of constructs and measurement instruments. Thereby, instead of construct
elaboration (that can be measured and quantified as variables), in this study, we aim to develop
concepts by which we mean “a more general, less well-specified notion capturing qualities that
describe or explain a phenomenon of theoretical interest” (p. 4). Moreover, in order to capture
concepts relevant to the human organizational experience in both terms that are adequate at the level
of meaning of the people living that experience as well as adequate at the level of scientific theorizing
about that experience, we utilize thematic qualitative study (Braun & Clarke, 2005; Eisenhardt &
Graebner, 2007) and follow the guidelines of systematic inductive approach presented by Gioia,
Corley and Hamilton (2012).

The data consists of 16 tape-recorded qualitative thematic interviews with CEOs, members of
the board, supervisory board chairs and founders of the listed-family firms. In order to gather valid
and rich empirical data (see Gioia et al., 2012) during the interview process, we did not ask the family
firm representatives directly about the success and performance in listed family firms. Instead, as part
of a broader research project, the interviewees were asked about views to family business (e.g., family
histories, family ties, ownership and management). It was later during the analysis process when we
moved towards our research questions asking: “Are there some factors or concepts in the
interpretations of the family firm representatives that are highlighted as important and seen as
explaining family firm performance and if so, what are they and how do they explain it?”

In the first step of our analysis, we followed the guidelines of thematic analysis and systematic
inductive approach (e.g., Braun & Clarke, 2005; Gioia et al., 2012; Corley & Gioia, 2011). We
studied the data several times, analyzed it to the core and identified implicit and explicit connections
and associations. We listed all the relevant factors and concepts emerging from the data that were
linked to our research questions and started to form categories through a process called “open coding”
(see Gioia et al., 2012). The number of categories was substantial at first but only a little effort was
given to compact categories since the idea was to adhere faithfully to informant terms. After several
re-analyzes and revisions, the 1% order concepts (see Gioia et al., 2012) were established.

On the second step, we reduced categories by carrying out the process of “axial coding” in
which relationships, similarities and differences between categories are searched. After several re-
analyzes and re-definitions, the specific 2™ order themes (see Gioia et al., 2012) were established.
While establishing these themes, we tried to go beyond the existing knowledge of listed family firms



and discover some concepts relevant to the themes and novel to academic discussion set as the target
of our contribution. As a result, based on the analysis, we established five second order themes which
are 1) Normative pressure, 2) Drive for excellence, 3) Affective pull, 4) Patience, and 5) Cooperation.
The data structure of our study is summarized in Table 1. Noteworthy, ideas, associations and ways to
grasp things that have been put forward in numerous previous studies in and outside family business
context shaped the formulation of the themes as each of us has broad interpretative resources that
cannot be excluded from the analysis. For now, we did not attempt to trace all of these resources, but
do include some of the relevant family and family business literature and theory below.

Table 1: Data structure

2nd order themes and the related 1st order concepts

1. Normative pressure: obligated to nurture the business
Failure is not an option considering the tradition
There are norms that guide the generation towards nurturing the business
There is loyalty towards previous generations and what they have accomplished
Tradition makes the family servant to the business
The previous generations expect the next generation to take over

2. Drive for excellence: value-adding competences are required and developed
Drive for excellence is part of the spiritual legacy
There is a culture of being the best
Family members are under special watch as it comes to competence
Family members have to prove themselves outside the family business first
Family members are trained and tutored to act as competent
Competence development follows focus and passion

3. Affective pull: internal motivation to take care of the business
When there is true ownership there is responsibility
The assumption of responsibility is associated with ownership
A sense of ownership leads to visible commitment
Family business means passion for the development of the business

3. Resilience: persistent work and sacrifices for long-term firm value
True ownership leads to decision to keep the firm
The objective is that every generation improves the firm
The family makes personal sacrifices for the benefit of the company
Family-owners use their leisure time to manage in-firm risks
The family guides the firm through foggy waters

5. Cooperation: effective governance is based on unity and coalescing
Family harmony is important for business success
Early adopted value of mutual support helps acting in key roles
Itis in the best interest of the company that family stays together
Unity of the family-owner provides a backrest for strategy
Strategy is based on combined understandings concerning different sectors of the society




5. Findings

In this section we will present more detailed analyses of the data, following the data structure
presented above.

5.1 Normative pressure

The first of the 2™ order themes “Normative pressure” highlights the role of a sense of obligation in
motivating the family-owners to focus their attention on the business and to make sure it survives and
succeeds. In other words, our interviewees typically interpreted that there is such a sense amongst
owner-family members to take of the business. As a chairman of a board put it: “I believe that of
course the efforts of previous generations obligate us all..” (see Table 2 for more representative data).

Table 2. Normative pressure: obligated to nurture the business

1st order concepts and the selected representative data

Failure is not an option considering the tradition (BM)
“..it is what tradition is about of course.. 125 years, you don’t want to screw it up.”

There are norms that guide the generation towards nurturing the business (BM)
it is something that is there independent of us... I mean we have received this company as inheritance, to keep
it alive and to develop it.”

There is loyalty towards previous generations and what they have accomplished (BM)
”..even today, I must say that I am the most of all loyal to his (founder’s) memory, to this lifework.”

Tradition makes the family servant to the business (BM)
“my history and the history of the company are so tight together that I'm saying like hey come on, come on...
the investments of our family, our own time, work, sacrifice, effort.. they have nothing to do with shareholder
value... the company was not founded or exist to make the family succeed..”.

The previous generations expect the next generation to take over (BM)
“Well, it was kind of.. there was a lot of pressure put on him.. it would have been quite a tragedy to my
grandfather if he (my father) had been definitely against it (assuming responsibility of the family business)

An important starting point to the story is that in the contexts of our study the owners and managers
we are dealing with associate the ownership and management of their publicly held firms with a
particular human organization, the family — immediate and extended. The interviewees’
interpretations of this entity are very much in line with Carter and McGoldrick’s (1999) definition
according to which a family consists of “people who have a shared history and shared future, bound
by blood, legal and/or historical ties” (p. 1). Of particular importance for the shared present and
future are the stories about the business and its founder, whose admired values are maintained in the
system composed by the business and family subsystems. As an interviewee put it: “.it is that the
founder’s set of values that is the basis for the family’s set of values, which serves as the company’s
set of values”. Values seem to have a meaning to our interviewees that is consistent with a definition
found in organizational literature (Hatch & Cunliffe, 1997) according to which values are “social
principles, goals and standards . . . (that) define what the members of an organization care about” (p.



214). Or as Koiranen (2002) put it in his research on family business: “values demonstrate what the
family and their business regard as important” (p. 185). These objectified principles, goals, and
standards are systematically transmitted over generations though processes of socialization (Berger &
Luckmann, 1966) where family business successors internalize core family values, thus making them
their own (Hall, 2003). Consistent with previous research on family business (Brunaker, 1996;
Corbetta & Montemerlo, 1999; Kets de Vries, 1993), the socialization processes can be very
systematic and ‘visible’. As a board member said: “he (the predecessor) clearly passed on his values
to me”. For the individual internalizing the values they become a norm guiding ones behavior. As a
board chairman put it: “in our case (family) it is more of a must.. or it is a choice of course | did not..
it is a choice whoever is in the company, but once you have decided so then it (is no longer a
choice)”. While the spiritual legacy may seem like a burden sometimes, on the second hand it is
typically considered as a key resource to business families. That is, consistent with extant family
business literature (e.g., Kaplelinin & Nardi, 1997; Sveiby, 1997), the interviewees see business
family traditions — beliefs or behaviors passed down within a certain group with symbolic meaning or
special significance with origins in the past (Green, 1997) — as originating in the founding of the
business and, as ‘spiritual legacy,” serving as an intertwined tool taking up, storing and conveying the
knowledge of the family and thereby influencing the thoughts and decisions of the family members
(Dyer & Handler, 1994; Gersick et al., 1997; Kets de Vries, 1993; Zahra & Sharma, 2004). As a board
chairman put it: “there is some very practical legacy but then there is also this certain kind of
spiritual legacy, which you may not come to think of, but which is just as valuable ... or even more
valuable...”.

5.2 Drive for excellence

The second 2™ order theme, “Drive for excellence” highlights the role of competence and knowledge
in successful business and governance. The theme is approached from many perspectives (see Table
3). One of the perspectives is family values, which we discussed above. In other words, a drive for
excellence is considered as important by business families. As a board member put it: “good and
respectable work.. of the kind that in principle is scientifically valid... this is what we consider to be
particularly important”. Next, it is maintained that the family members in particular are under special
watch as it comes to meeting the high competence standards. In fact, it is interpreted that the
requirements for family members are higher than for others. As a board chairman put it: “/¢ kind of
creates pressures. If your surname is X (family name), you must do things at least as well as others,
but rather better”. Thereby, no-one is appointed to key positions based on family affiliation. This is
seen particularly in board appointments, which are carefully made considering what kind of a set of
competences is required from the board as a team in order to make it successful in its task as the key
decision-maker of the company. A chairman explains the appointment of family members to the board
as follows:

“...if it brings added value to the company. Not because it is a family firm. You do not
present the family on the board, you do not present a certain owner... you represent
the company... the board must be comprised of as extensive group of experts as
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possible.

This is consistent with family business literature according to qualifications and competences are a
decisive criterion in family firms (Lubatkin et al., 2005; Schulze et al., 2001) since family members’
consider it important to show that they are professionals and not favoured in the expense of more



talented non-family managers (e.g., Burkart et al., 2003; Dyer, 2006; James, 1999; Kets de Vries,
1993). According to our data, the importance of competence is understood in family firms as history
has shown that the success of the business is dependent on the owner-family; "without us, the firm
couldn’t have gone this far” (BC), and in particular its skills; “it is not sufficient that you own
something, there must be particular competence then..” (CEO).

Table 3. Drive for excellence: value-adding competences are required and developed

1st order concepts and the selected representative data

Drive for excellence is part of the spiritual legacy (CB)
“central spiritual legacy is that ... whatever you do you do it well and you never do things by halves”

There is a culture of being the best (BM)
“whatever we do we do it damn well.. this is what our firm is about.. the best in the world..”

Family members are under special watch as it comes to competence (BM)
“No one gets anywhere just for being a part of the family. On the contrary... "

Family members have to prove themselves outside the family business first (BM)
“minimum criteria to our own ... is that schools have been finished, skills have been demonstrated, some work
has been done and something achieved somewhere.”

Family members are trained and tutored to act as competent (BM)
“he (the founder) began my training and education when I was 10 years old ... he kind of followed my school
performing and acted as a tutor.”

Competence development follows focus and passion (CB)
“one should not assume one has capabilities in something else.. instead one should attempt to develop that in
which one is involved and in which one has know-how.. and of course there needs to me interest in it.. if there is
no interest, nothing will come out of it..”

There are several reasons why family members can also live up to the high competence requirements.
First, family members come to deeply understand the business by growing into it, typically starting
from a very young age. As an interviewee put it: "Of course when you have grown up there then the
understanding and know-how comes kind of semi-forced”. This is consistent with Lane and Lubatkin
(1998) and Sternberg (1997) according to whom the hands on experience helps family members
develop in-depth personal (tacit) knowledge of the business, the kind of knowledge that is difficult to
acquire otherwise (Polanyi, 1967). This is seen as an advantage. The business specific practical
knowledge (Proffit, 1989) is seen as important for example in board work. As an board chairman put
it: ”"When you have been there your whole life and you know the business, you can support the
CEO...”. Second, consistent with extant family business literature (e.g., Dyer, 2006), it is not at all
rare that business families create training and mentoring programs in which tacit and explicit
knowledge can be systematically combined to promote the emergence of required competences within
the family. As a board chairman put it:

“And our next generation is recommended to participate on these occasions and then
there are different level educational programs. We talk them into these by saying that
‘now there is a place for you, it might be your turn; these other family members have
already taken these courses’. And there they get to know other people and learn to



understand what this business is about, in which context we play. So we have

s

organized training mentality and of course, summer jobs to offer to them.’

Some of the interviewees do, however, see these programs a bit problematic considering the idea of
equal treatment of the stock-holders of listed firms. In this sense some governance practices are seen
as limiting the potential of the family to maintain its role as a competent owner. Third, business
families appreciate formal education: the kind of explicit and systematic business understanding that
can be gained through structured academic study (Smith, 2001). As put forward by a board member:
"My grandfather said that I must study business economics...eventually, it has been extremely useful
to me that I have studied business administration and economics and so on... I have an understanding
of what a firm in general is”. The next generations’ new insight gained through for example
management studies is transmitted to the previous generation through joint reflections on how
management and leadership are changing as phenomena. It is not at all rare that the formal education
of the next generation is systematically planned considering the timely needs of the family business
and the abilities of the family members. As a board member put it: “I wanted to study
languages...French and Spanish were the languages the firm needed back then and so I allegiantly
studied English, French, and Spanish”. Finally, consistent with Cabrera-Suédrez, De Sa4-Pérez and
Garcia-Almeida (2001), it is the combination of practical understanding and formal education that is
critical, since the knowledge acquired through formal education does not need to have a link to a
specific business context for it to be meaningful. Further, formal education may convey even less
knowledge about the organizational culture which is required in order to be successful in any role in
the company. As a board member put it: “experts may say this person is good... fit for it.. but there
must be both.. one must accept the chemistry of the firm.. I mean culture”.

Interestingly, our data covers competence requirements and development in various more
specific areas that are seen as important for the success of a listed family firm. That is, business
families are determined in developing specific ownership related competences — partly thanks to what
they have adopted from the good governance practice for listed firms. As a board member put it:
“family businesses are attempting to develop similar kind of systems that listed firms have and on the
other hand large listed companies attempt to learn from family firms... I mean not everyone has their
own code.. we have assumed good governance practice totally on our own”. AS it comes to the
competences specific to family-ownership, it all starts from structures and systems such as family
councils for keeping the owner-family informed and involved. As a board member put it: “family
council...back then there was already literature emerging about it.. we started to develop it, our
systems.. and our values were written down.. and we had these different kind of committees..” .
Outside mentors are also used, as a board member said: “we always had this outside mentor.. even
today coaching us in this process..”. Next, for the purposes of the family’s role as the major owner,
there are ownership councils. As a board member put it: “we have established this owner-council that
considers ownership related issues..”. In the different councils and committees a variety of ownership
related processes are systematized, such as family rules; “in the family council we have discussed and
written down the rules for family members working with the business..”, board nominations; “the
family council takes a stand on who will serve on the board.. it is done in cooperation with the
nomination committee, which is the official body..” (BM), guidance to the board for the following
year; “in the annual meeting of the family council gives two...wishes or proposals that are publicly
read to the board in the annual general meeting as guidance to the board for the following year..
what we want, where we want us to go..”. It is interpreted that the family’s voice is heard, because of
what the family has to offer. As a board member said: “what we have to offer is something that people
want to listen to us and have us (in this role)”. As the board is understood to be the key decision-



making entity, there are high standards for individual competences and the competence of the board
as a whole. As a board member put it: “ it is vital that we have a professionally acting board and the
right kind of advisers.. there is no room for amateurship..”. As it comes to the combination of the
board, the interviewees are talking about the “right mixture” of different kinds of expertise and a
good balance between family and non-family members. For example, as a chairman said: “if there are
five members and all of them are experts of financial administration or all of them are layers, there is
not much added value..”. As it comes to family members, it is acknowledged that their presence on
the board is important. As a board member put it: “the chairman of the board thinks it is good that
there is the ability to reflect on the history and understanding of it all..”. It is considered particularly
important that there is family business competence on the board. As a board member said: ‘“there
must be.. kind of family business know-how.. someone has seen, understood, experienced, knows what
a family firm is... when you have the owner on board, s/he understands..”. Some interviewees
interpret that family members on the board can also bring in the kind of entrepreneurial spirit required
to grow and succeed. As a CEO said: “someone has to master this here.. the family kind of can...have
the vision of where to go and what to do...we been thinking of acquisitions.. the outside board
members start to fear.. they lack the courage of an entrepreneur..”. On the other hand, it is seen that a
board should be open to non-family members. As a board member put it: “having the family name
does not necessarily mean that you can do decisions that are best for the firm”. 1t is believed that with
the right mixture of competence, rich understanding of the environment (strategic and cultural), and
with the entrepreneurial spirit of the family owner together with the idea of continuous evaluation and
development, the boards of listed family firms can be very competitive. As a CEO put it: “self-
evaluations of board work are conducted on an annual basis and I think we are doing pretty well as
compared to different kind of listed firms..”. As it comes to chairing a board, family members are
often in a good place to interact with the CEO and support him or her. As a chairman said: “since
1998 chairing the board has been my main job.. | leave next to the factory so I visit it almost on a
daily basis”.

As the business family develops superior capabilities in a particular business, it stays in that
business. As a CEO put it: “we succeed in this (business) because we know it, as I said we are the
best.. so why would we leave?”. In fact, when recognizing the advantages of the family-embedded
capabilities, the families attempt to stay close to the original idea of the business. As a board chair put
it: “our view is that we don’t go too far from the original idea”. This is consistent with previous
research maintaining that family business should focus on what they have traditionally done well and
diversify in related areas using their knowledge of how to perform in certain markets with certain
clients and by offering certain products and services (Cabrera-Suarez et al., 2001). Some families also
invest their money almost entirely to their business thinking that it is better to put your money where
your mind and heart is rather than spread it around.

5.3 Affective pull

The third of our 2™ order themes, “Affective pull”, emphasizes the motivations and attitudes of the
family members that facilitate behaviors aimed at the success of the listed firm. It highlights to
socioemotional value of the business to the family. As a board member put it: “the main objective is
not to make as much money as possible to the family. Instead it is to take care of, this kind of treasure,
as we understand it..”. This sense of responsibility is associated with the nature of ownership in
family business: the firm means much more to the family than just an investment (see Table 4). As a
board chairman put it: “what does true ownership mean.. (it means) one is so much inside it all”. The
awareness of family ownership is coupled with an affective sensation of it (i.e., feelings of ownership)



and as a target of possession the business provides the family with important content in life —
something that is very far from the images of speculators in the stock-markets. As a board member
put it: “just speculation... one must have some other content in life than eying on stock-prices.. you
must feel something to that which you own”. This notion of a sense of responsibility associated with
possessions that a group of people is psychologically attached to is also identified in the literature on
the psychology of possession (Pierce & Jussila, 2010). The internal motivation to nurture the business
is seen as an outgrowth of the family’s realization that the business is not merely a source of monetary
rewards, but to great extent a source of a variety of social (e.g., family identity) and psychological
(e.g., efficacy and effectance, self-identity, stimulation and sense of home) satisfactions (Rantanen &
Jussila, 2011). To highlight this, our interviewees point out that there is a big misunderstanding about
“inherited wealth” as it comes to family business, since the business should be treated not as a bag of
money, but something that has enormous social and psychological value to the family. The deep
involvement and resulting fusion of the family and the business are on the other hand seen as defining
features of family business: ”..there are these things in family business... that it is not about just the
business, or the family.. they are tied up together in everytiing. ” On the individual level at least some
members of the owner-family feel that the company is in fact a key element in their identity and an
inseparable element of who they are. As a board member put it: “as it comes to me at least, the
company is part of my life on a totally definite level..”. This intimacy is a source of self-based sense
responsibility for the firm. As a CEO noted: “I mean I have been here since I was small so of course I
sometimes feel the burden of worry.. everyday..”.

Table 4. Affective pull: internal motivation to take care of the business

1st order concepts and the selected representative data

When there is true ownership there is responsibility (CEO)
“someone must really assume the responsibility more than others.. the one who has ownership, not just
investorship.. investors do not have that kind of responsibility, but owners do..”

The assumption of responsibility is associated with ownership (BM)
“if you do not own something, you will damage it and break it right.. if you do own it, then you are interested..
whether the the shovel remain sharp or not..”

A sense of ownership leads to visible commitment (BC)
“commitment shows everywhere when a leader of a company that is dyed-in-the-wool leader of the firm and
considers the firm as one’s own..”

Family business means passion for the development of the business (BC)
“I think that in a family business the most important thing is that you have a passion to develop the business.. if
that passion dries or you do not have it...you become distant.....then you should not refer to it as a family
business..”

These interpretations suggest that the notions of Rantanen and Jussila (2011) of the applicability of
psychological ownership theory to capture what a family business is are relevant also in the context of
listed firms. According to Rantanen and Jussila (2011), a family business is one in which the family as
a whole feels some degree of ownership for the business (i.e., “this company is OURS”) — a sense
accompanied with the experience that the business is an extension of the family (i.e., a part of the
family’s extended self). In this context, the family will not sell. As a board chairman said: “there is
ownership, this firm is not for sale”. On the personal level the sense of ownership and the sense of
being psychologically tied to the business also vary depending on the individual family member’s
involvement in the business (Dittmar, 1992; Pierce, Kostova, & Dirks, 2003). Notably, when there is a



sense of ownership, one will not give up and take exit, for example when one is not satisfied with the
management and how things are going. As a CEO put it:

"when you have ownership in this.. the limen to let go is totally different...take for
example Nokia today.. there is no owner.. | mean there is no-one you could call owner..
then it is in the hands of management.. if the management is poor, so is the
company..”.

These interpretations are consistent with the proposal of Lubatkin, Schulze, and Ling (2005)
according to which for family owners the firm becomes an integral and inescapable part of their lives,
whereas for non-family shareholders or professional managers, the relationship to the firm tends to
stay more distant, transitory, individualistic, and utilitarian. As a board member put it: “you can say
that the shareholders of listed firms are totally distant from the firm”. What this means is that there is
no interest in the firm and as there is no interest, there is little of possibility to exercise any kind of
voice-dependent control. As a CEO said: “if you are not very much interested in these things, you
cannot influence very much either”. This is why affective pull is important: it creates the interest. It is
noted though that not everyone in the family has the ‘pull’, but it is sufficient if some have. As a CEO
put it: “in the large family firms one may not find the sense of ownership from too many when the
shareholding becomes highly dispersed, but it is good if it is found from some..”.

The interpretations are also consistent with the findings of Kets de Vries (1993), who states that
in many instances, the firm affects the identity of the family members and can become a reflection on
the self. According to literature on the psychology of ownership (Rantanen & Jussila, 2011; Pierce &
Jussila, 2010) the fusion of the self and the business takes place both on individual and collective
levels through the mechanisms illustrated in the quotations above and below; through family control
over the business, through the development of the family members’ shared intimate understanding of
the business, and through their interdepend investments selves into the business. It is recognized that
making the firm publicly held may cause some problems. As a CEO said: “it is not an easy change as
one (family) is used to making decisions and considering everything as one’s own and suddenly you
have 500 other shareholders who in principle have rights as well..”. This is why different kind of
structures and processes designed to support family influence are important. A board member
explained the use of a holding company as follows: “through this governance body we are able to
control the firm so that it develops in line with its purpose..”. Differentiation between series of shares
has served family control as well. As a CEO said: “we organized so that there were two stock series
so that total voice power remained.. absolutely total..”. No matter how it is organized, the family
members interviewed interpreted that the family must be heard when making major decisions about
the company. As a board member said: “one must get the majority behind or else there is no way
forward... the board has to listen to this family..”. The desire to maintain control is not a surprise in
the light of psychological ownership theory. The work of Rantanen and Jussila (2011) suggests that
family control leads to feelings of ownership and the sense of possession on the other hand leads to
attempts to maintain that control. As put forward in our data: ”we are not that stupid that we would let
outsiders make decisions about our company’s matters.” In the light of the above theme, this may not
only reflect territoriality, but wisdom. According to family business literature (Cruz, Gomez-Megjia, &
Becerra, 2010; Gomez-Mejia, 1983, 1984), it is in these processes and dealings with the business that
the family members also realize their membership in the family. Or as Rantanen and Jussila (2011)
would put it, the business serves the family members’ motives for social (family) identity coupled for
example with the basic human needs for control and stimulation. This notion is further connected to
the work of Milton (2008), who argues that family businesses can develop identity confirmation as a



unique, hard to imitate competitive resource that unleashes and leverages the relational capabilities
that differentiate them from non-family businesses. Thereby, we see that family members’ identities
are “confirmed” in a business, to the extent they are supported therein. This is what partly creates the
affective pull.

Finally, our interviewees interpret that on the individual level the affective pull is more
important factor in success than the sense of obligation discussed above. As a board chairman said:
“we have all come to this family business our own way, which has been.. | have often said to people
that is the greatest value in our family that our father gave us the freedom to choose ourselves..”. In
other words, it is seen that the best result is achieved through personal desire to get and stay involved.
As a board member put it: “I believe it in all possible measures...if one can personally decide what
one wants to do..”. It is noted that taking a family firm public somewhat promotes the idea of free
will. As a board member put it:

“when you are the owner of a private family business, you are kind of a prisoner or
your wealth is... which has its own psychology... but in the listed company you could in
fact lift the clutch and go... but no-one left.. .

The last words of the above quotation serve as a convenient bridge to the fourth 2™ order theme in our
data: “Resilience”.

5.4 Resilience

Resilience highlights the ways in which the above discussed values, attitudes and competences
materialize in the behaviors of the owner-family in ways that contribute to the survival and growth of
the firm. This can mean making sacrifices, putting the firm before the family, managing risks, guiding
the firm through foggy waters etc. (see Table 5).

Table 5. Resilience: persistent work and sacrifices for long-term firm value

1st order concepts and the selected representative data

True ownership leads to decision to keep the firm (CEO)
“What comes in to my mind in here also is that when you are a family business, you are an owner. Then when
you are in the stock, you are an investor. It’s different if I own stocks from some company that is listed in the
stock, I don’t call myself an owner, I call myself an investor. I'm ready to sell immediately if the share price
goes up or if I can see that it’s going up, I'm ready to sell tomorrow. But when I'm the owner, I don’t sell.
There is a big difference there.”

The objective is that every generation improves the firm (BM)
“our motto is that the firm is on loan from our children and they must get as much as we have or in fact more..
and they must pass this on to their children.. this takes away speculative element from it..”

The family makes personal sacrifices for the benefit of the company (BM)
“every family member, my parents, my brother and me, we have taken personal inconveniences, difficulties,
troubles, responsibility, discomfort and sacrifices so that this business would have the chance to exist and
grow.”

Family-owners use their leisure time to manage in-firm risks (BM)
“I went to visit an affiliated company...on my holiday...and I was confided that there is this and that going on in
the firm.. so | made contact and said that our family has heard about this and that.. and as we kind of secretly
studied the issue we found out it was true and this lead to all kinds of changes in there..”




The family guides the firm through foggy waters (BM)

“These might be such prioritization things that... such is, let’s say when there’s been these financial crises, as
there is at the moment and due that there are decrease in volume... and we all are in the same boat here in
Finland, so at that point... of course it is neutral, or natural that the family says that now we leave our 8 or 10
percent return on investment target aside for a while and make our main guidance that we will now carefully
balance though these foggy era. And so that we prepare ourselves, making smaller investments in the
background, educate our people. And then we will be ready for strike when it goes...”

This contribution is interpreted as being important for a listed firm and something that is brought to
the management table by the family-owner. As a board chairman put it:

“perseverance is one of the good things about family business.. we are definitely not
the first making cuts to education and product development investments when the
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downhill begins..’

It is considered that the top management exercises more patience, when there is a family that owns the
company. As a board chairman said: “if there is a family behind, it does create certain peacefulness”.
Certainly this does not mean that the business is not developed. Quite the contrary, as a board
chairman put it: “zhere must be growth and profitability and the balance sheet must be in order all the
time..”. When things are well, there is certain flexibility to utilize emerging opportunities, for example
in terms of acquisitions. As a board chairman put it:

“the owner must see to it from the firm point of view that there is the resource.. two
things required for growth through acquisition.. you need the balance sheet, so it must
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be in order.. and you need to have the personnel...to go and fix the acquiree..’

What patience means is that the timeframe of management is different in family-owned listed firms
than in investor-owned listed firms, where it simply is, as put forward in our data, “too short”. The
interviewees talks about “the operational cycle of a family business”, which is longer than a quartile
or an accounting period. As a board member put it:

“for family businesses this quartile is of course always longer.. even if we are a public
company and we need to do these quartile things.. still the quartile was longer than
that (3 months) and we could keep our heads cool even when the wind was blowing
against us..”.

These interpretations of the interviewees seem to be consistent with prior literature in which long-
term orientation denotes a cultural attribute that emphasizes the future, thrift and persistence. In other
words, it determines the degree a certain group or society embraces (or does not embrace) long-term
devotion to traditional, forward thinking values. Lumpkin, Brigham and Moss (2010) define long-
term orientation as “the tendency to prioritize the long-range implications and impact of decisions
and actions that come to fruition after an extended time period” (p. 241). Accordingly, Le-Breton-
Miller and Miller (2006) assay long-term orientations in business as priorities (e.g., good stewardship
aimed at reducing risk or building up resources), goals (e.g., specific targets for achieving enduring
quality) and concrete investments (actual expenditures and resource allocations intended to realize
long-term goals) that come to fulfillment over an extended time period. There is in fact some kind of
timelessness involved in family business, since the family is expected to work towards increasing firm



value indefinitely across generations. In this context, each generation in charge is supposed to lift their
reference from operations to the future scenarios. As a board chair put it:

“it is our responsibility as an owner to consider how things will be done..
acknowledging that this factory and production is not all there is to it.. | mean every
once and a while we have to fly higher and look towards the future”.

Consistent with the notions of previous family business research (Anderson & Reeb, 2003; James,
1999; Kellermanns, Eddleston, Barnett, & Pearson, 2008; LeBreton-Miller & Miller, 2006; Zahra,
Hayton, & Salvato 2004), it is interpreted that there are incentives, discretion, resources and
information in listed family firms to implement long-term orientation activities and strategies. The
interpretations of the interviewees align with the evidence that family firms are more long-term
orientated than non-family firms (Anderson & Reeb, 2003; Gomez-Mejia et al., 2007; Kellermans et
al., 2008) and that a long-term orientation can be a source of positive outcomes and strong
performance by family firms (LeBreton-Miller & Miller, 2006; Zahra 2005). Critical seems to be the
distinction between ownership and investorship. For the business families, As a board chair put it:
“ownership is a central value.. a value on its own and all other (values)... explain it”. It is seen that is
ownership is missing, there is a crisis of capitalism in terms of managerial opportunism. It is the
owner who assumes responsibility for long-term strategy, since, as a board chair put it: “financer-
owners’ have no opinions about it.” It is the family’s role on the other hand to support the long-term
strategy also with additional capitalization if necessary. It is seen that the family must see beyond
cycles and understand the falsity of stock-markets (i.e., the valuation of the stock might be based on
wrong fundaments). These interpretations are consistent with previous research maintaining that since
family members operate with the expectation that they like to maintain their relationship with the
business for a long time (LeBreton-Miller, Miller, & Steier, 2004), they avoid potentially hazardous
moves to boost revenue and resist downsizing expedients that may reduce costs at the expenses of
human capital and employee morale; instead they make far-sighted investments and other decisions
(Miller & LeBreton-Miller, 2006).

As discussed above, the business families assume this caretaker role due to their traditions and
the affection they have for the business (see Table 5). Following the family norms and the affection
with the business, the family members are motivated to make the business succeed, even at personal
sacrifice (Davis, Schoorman, Mayer, & Tan, 2000; Ward, 1997). Family members are willing to go
great lengths to protect long-lived assets, such as family name, reputation and legacy (Lumpkin et al.,
2010). However, they are also more calculative. They do understand that no-one else will take care of
the business if they won’t and if they do so, it will eventually pay off for the family. As a board
member put it: “without us the firm would have not gotten anywhere...we have always had it business
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first and then family.. but on the long run it has been good for the family too..”.

Noteworthy, there are certain factors that contribute to families’ ability to hang on to this
important role in long-term value creation. First, it is not easy to take over a family-owned business.
As a founder put it: “it is our insurance in this kind of a family business that thanks to our control in
terms of votes no-one can buy this out of the blue.. you can count on it.. | mean a competitor could
just buy the firm and close it.”. Second, and crucial, the business families work towards
independence from the business. It means that they attempt to have themselves a position in which
they are not dependent on dividends from the company. This is what secures their ability to be
flexible and help the company. As a board member put it:



“none of us is dependent on the firm.. the firm depends on us.. | mean we are in the
position to help the firm.. if we were dependent on the dividends from the firm it would
mean that we could not give this firm the freedom to act or this guidance.. we can,
because each and every one of us can support oneself totally independent of the
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company.. ’

As the above quotation suggests, the family as a whole can only accomplish what is discussed above
if each family or at least sufficient number of family members get involved. This realization takes us
to our last theme, “cooperation”.

5.5 Cooperation

Our final theme “Cooperation” brings forth the idea that effective governance (i.e., one that leads to
growth and success of the business) is based on the idea of unity within the owner-family and gains
strength from the association and specialization of family members on individual and collective
levels. First, our interviewees interpret it to be critical that the family acknowledges the importance of
unity within the family since it is cooperation amongst family members that fuels family contribution
to the listed firm (see Table 6). As a board member put it: “threats are within the family.. conflict
being the greatest threat.. since together we can accomplish much more than apart..”.

Table 6: Cooperation: effective governance is based on unity and coalescing

1st order concepts and the selected representative data

Family harmony is important for business success (BM)
“if we start arguing it means harm for this particular firm in (city X)..”

Early adopted value of mutual support helps acting in key roles (BM)
“Since very young, we have had a close relationship, it has been extremely important. We siblings have
always stuck together; we have been brought up that way. ... and the same is here (in the company) with us,
we take care of each other. “

Itis in the best interest of the company that family stays together (BM)
”But the most important thing is that the family stays together and no big conflicts are born, because then
the business suffers. You cannot make decisions for reasons that I don’t like my cousin because that is bad
for everyone.. if it is not in the best interest of the company..”

Unity of the family-owner provides a backrest for strategy (BM)

“Behind this entire process is that the family has all along been involved in this strategic thinking. We have very
intense communication with the family, what is our strategic position, what are the threats and possibilities and
what has been done. Of course, not everything has been clear for us at first, but all decisions have been made
unanimously. ”

Strategy is based on combined understandings concerning different sectors of the society (BM)
“each of us keeps on this kind of a radar concerning what it happening in the world.. how that might affect us
and how it might affect this company..”.

What is interpreted as helpful is that a family by definition has a shared history as discussed earlier.
That is, in the owner-family, the familial ties can unite individuals from a very early age — before they
actually take on their roles as owners, board members, chairmen, CEOs, managers etc. People come



to know each other, they communicate and their interactions and mutual support become
institutionalized so that they also defined the relationships in governance roles. The kind of intimacy
there is associated with familial relations amongst the owners and key representatives in governance
is seen as something that differentiates listed family firms from other listed firms. As a board member
put it:

“for us it is very intense...and it of course it is important... that we toss ideas between
us so that sparks fly sometimes.. no matter what the topic is.. usually in a peaceful
manner though.. but it is definitely important and | mean just great that we are close,
we are family, so we can speak free ... if you have say five outside investors.. they
might even know each other.. but in a regular way.. not family.. so they cannot
necessarily talk about everything... I mean our exchange of ideas (within the family) is
spontaneous and fast.. *

Interestingly, the interviewees interpret that the kind of ties business families have might not actually
exist in ‘normal’ families. In other words, the collective possession (the firm) and interactions around
it serve to foster interactions amongst family members. It is even asked if the business family is a
good family model more broadly: As a board member put it:

""someone should study is family business is a good family model.. there might be some
negative sides to it as work comes home and Sunday is working day and there ain’t
that rhythm.. on the other hand it is really good because otherwise in some families you
might not talk to each other at all.. it (the firm) is what unites us and is what we talk
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about and it is why we call each other.’

In a business family there can emerge a culture of mutual support and trust, which is seen as critical
especially during hard times. As highlighted in our data: “when times have been hard, it has been
extremely important to know that we can trust each other.” The mutual trust amongst family
members that is nurtured in strategy processes helps, when difficult decisions have to be made. One
can rely on the family. As a CEO put it: “even though painful decisions have been made during this
Jjourney, our relations have remained good.”. While the attempt to maintain family harmony might
sometimes be considered as a challenge to questioning of the assumptions beyond strategy, the
atmosphere of trust can on the other hand serve to raise difficult issues and distinct views to the
discussion. As a board chair noted: “We are able to lift the cat onto the table (to start talk about a
difficult subject)... if something is bothering someone, we are able to say it aloud.” Matters important
to the success of the business are put at the heart of it all, while personal issues that family members
might have with each other are kept aside. The fact that there is pressure because of the collective
business to maintain good relationships is seen as extremely valuable. As a board member put it:
“what is the value ... of family welfare and family relations.. you could not possibly measure that..”.
Notably, successions may be the contexts in which the family relations are put to test. That is where
generations often have to decide whether or not they wish to carry on the business as a family or not.
As a board member put it: “our first question was whether we want to remain as a family business.. as
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everyone said yes, it was very easy for as to take it from there..”.

The above interpretations are consistent with the idea that trust is an important attribute of
social relationships (Bamberge, 2010; Mayer, Davis & Schoorman, 1995), one that act as a



governance mechanism for embedded relationships (Uzzi, 1996). The interpretations reflect Zaltman
and Moorman’s (1988) definition according to which trust is “an interpersonal or inter-
organizational state that reflects the extent to which the parties can predict one another's behavior;
can depend on one another when it counts; and have faith that the other will continue to act in a
responsive manner despite an uncertain future.” (p. 17). The interpretations align with literature (e.g.,
Bradach & Eccles 1989; Gambetta, 1988; Gulati, 1995; Ring & Van de Ven, 1994) suggesting that
when parties begin to trust each other, they become more willing to cooperate, to share and combine
their resources. In other words, it implies to the process of groups of people acting together for their
mutual purpose or benefit, as opposed to working in competition for selfish benefit. Accordingly,
cooperation and collaboration as joint action are seen as the interaction between two or more persons
or organizations directed toward a common goal which is mutually beneficial. These shared goals are
recognized, determined to reach and usually achieved by sharing knowledge, learning and building
consensus. (Marinez-Moyano, 2006; Simpson & Weiner, 1989)

Consistent with the findings of Anderson, Jack and Drakopolou (2005) and Jack (2005), strong
ties among family members play an instrumental role in the activities of the family firm and strongly
influence for example resource acquisition, growth, and economic success. Our data suggests that that
close family relationships generate unusual motivation, cement loyalties and increase trust among
family members. Accordingly, our representatives noted that kinship ties promote trust through the
greater information sharing and shared sense of purpose that result from a tightly knit social structure
(the family). Our findings are consistent with the findings of Ensley & Pearson (2005) proposing that
top management teams in family firms have higher levels of trust and affinity for one another, as well
as a basic desire to remain with the family and the business. This is the result of many shared
experiences and common beliefs experienced through the proximity of members and endurance of the
social structure of the family (see, Raskas, 1998). Thereby family firms are likely have a more stable
and solid basis for family relationships, which likewise, will increase the level of trust and cohesion
among family members. Hence, these elements were to represent a fundamental basis for family
members’ collaboration and cooperation.

Our findings are also consistent with previous literature suggesting that the unique relationships
often depicted among family members, whether between founders and/or their descendents or
siblings, are difficult to replicate and that trust, cooperation and collaboration among family members
can represent significant features in family firms which potentially provide a key source of
competitive advantage (Habberson & Williams, 1999; Steier, 2001; Taguiri & Davis, 1996).
Furthemore, it is argued that when the family is a closely knit social group, social interaction among
members will result in shared learning, understanding, and consensus far greater than in groups that
are more loosely connected (Davis & Harveston, 2001). Accordingly, the representatives noted that
the biggest threats to the survival of the business were to be found within the family; whether the
family can main the cohesion and consensus (unity among family members) or not.

According to our data, family unity may be challenging to maintain as families grow. In a small
and immediate family the risk of clashes is seen as being smaller than in bigger and extended family.
As a board member put it: “we have a very small family... which means that it does not split up and
the risk of arguments is smaller..”. Some even ask if a family business is one in which you have just
the immediate family involved or the extended family as well. As a board member put it:

“it is a good question what a family business is.. I mean many of the bigger family
businesses are not family businesses in the classic sense.. they are rather businesses



taken care of by certain members of the family.. | mean it is not the entire family
involved like in an Italian restaurant..”

These notions are in line with some previous studies suggesting that problems identified family
businesses are typically related to communication problems and divergent levels of aspiration among
members (e.g., Corbetta & Montemerlo, 1999; Thomas, 2002). There are, however, some ways to
promote family involvement and unity in growing business as well. According to our interviewees,
some kind of organization is crucial. As a board member put it: “we experienced that there needs to
be a forum for discussions if one wants to avoid the family becoming distant..”. This is why family
councils and other less formal structures have been created in between the family and the business. As
a board member put it: “it cannot be that everyone shouts.. we must combine the thoughts and in that
way (the family gets).. if not actual decision-making power.. at least it guide what is being done..”.
Through active and open communication, family can build a common belief structure and is able to
reduce conflicts and misunderstandings. Hence, enduring communications as well as formal planning
and informal meetings encourage family members to express their concerns and can increase
collaboration or at least set the tone for collaboration in other interpersonal interactions. This is
consistent with previous literature noting that both formal and informal interaction and collective
planning and decision-making among family members are positively related to collaboration (Danes,
Rueter, Kwon & Doherty, 2002; Sorenson et al., 1999). It was highlighted in our data that joint effort
and collaboration among family members is seen to contribute to desirable family outcomes,
including positive relationships and cohesion. This is consistent with the findings of Sorenson (1999)
and Lundberg (1994) who suggest that high levels of collaboration and communication contribute to
positive outcomes for both the family and the business. Our interviewees interpret that in order to
strengthen the unity of the family, the principle of democracy needs to be adopted in the council. As a
board member put it: “these people that are members of the family.. it is important that they have
equal rights and equality amongst them..”. It is on this democratic basis that the family then creates
its own strategy — its own rules of conduct — and nominates people to different kinds of official
governance bodies and supporting entities. As a board member put it:

“we can talk about how we nominate people to these different boards, committees,
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family council and all these.. and then our family strategy is also dealt with there..’

Frequency of meetings and the issues discussed can then be adjusted to the family situation and
needs. In some cases the extended families are extremely involved in getting informed about and
investing their interdependent selves into the family and business issues. As a board member put it:

“we have these quartile meeting in which update.. whoever can come is welcome.. we
usually have themes.. some theme.. that we go through, we discuss, and we develop
further.. and we have extremely active family members here these days.. the sixth
generation has grown very well into this.. they really are active.. both in business and
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on the family side.. ”

As the family grows, it is vital that cooperation provides opportunities to specialize in different kind
of activities based on one’s competences and free will. In some families, even studies have been
conducted within the family to find out the members’ areas of interest. As a board member put it:



“no-one is forced into this.. we have made these profile studies.. so that anyone with an
interest can come forward.. and then we attempt to match.. people are interested about
this and this..”

It is not only horizontal specialization that is taking place, but vertical as well. In other words, family
members may occupy roles in a family council, ownership council, the board or assume the role of a
board chair or CEO. Some may even work in the family business. What this has required from the
families is that they must have established certain boundaries between different bodies and roles.
Attention has been given to this issue from the beginning and over time things have also evolved. As a
CEO said concerning the roles of the family council and the board:

“the roles were clear and they continued to become clearer.. there is family council...
where we talk about issues concerning the firm in an informative manner.. where is the
firm going and how things look.. but strategic decisions were not made.. the board
decided.. dealt with budgets and strategy..”

Considering the role of the family council in the success of the business, its role is mainly limited (in
addition to providing a backrest) to finding competent board members and making suggestions to the
annual general meeting for their appointment. This is, however, important activity. As a CEO put it:

“the family council does have a role.. it is the family council that sets a workgroup..
the board nomination committee.. that considered family representatives and also
outsiders...it has been defined that this committee goes through a process in which it
selects board members.. or suggests them to the general annual meeting..”

Outside the particular roles, however, the board for example gets valuable information from the
family collective through the networks of individual family members in their own fields (see Table 6).
Given that families are complex and the variety of competences within a family are rich — perhaps
richer than in a group of investors — the listed firms owned by families are seen as having an
advantage over other kinds of firms. As a board chair put it:

“I have stated that family businesses have kind of an advantage because we are used to
working in a complex environment.. just for the human relations that there are and for
the networks with which for years.. decades (dealt with).. I mean for us this (emerging)
complexity is not a really big deal like it is for many other companies.. to understand..”

Noteworthy, our interviewees see also some risks associated with the collectivity — if the family is
inward looking. Despite of the internal richness, there is the risk that the family loses its sight trusting
its traditions and internal vision only. This is why external thinking is seen as welcome and, thereby,
also systematically utilized. This becomes visible in board nominations for example in which a
balance between family representatives and outsiders is sought. As a CEO put it: “we have this one
clear principle... three members of the board are totally independent of the company, they are not



friends, not relatives or anything (like that)..”. This is also something that is seen as being in line with
the good governance practice. It is overall seen as something that in many ways supports the
development of governance. However, some risks are also considered. That is, our interviewees
interpret that governance codes may create some challenges for open communication and family
incluence and thereby undermine the potential the family cooperation has to contribute to the success
of the firm. Thereby, there is a call for specialized codes for a special group of listed firms: the listed
family firm. As a board member put it:

“It would be absolutely great if this kind of a listed family firm would compose an
entirely own group.. with its own rules.. if I can make a wish, the rules should be such
that it is easier to live and take care of a successful company..”

Within family social capital can be seen as a distinctive feature. Family ties, increased trust, networks
and communication among family members can be seen as a source of it (see, Nahapiet & Ghoshal,
1998; Sorenson et al., 2009). We believe these effects of social capital are useful for explaining how
and why family involvement impacts strategic processes that lead to competitive advantages and
superior performance outcomes. In this sense, our findings are consistent with previous literature
proposing that frequent and close social interactions among family members enables family firm to
create a common point of view about beliefs, values and norms and adopt it to the business which in
turn is positively related to firm performance (Sorenson et al, 2009). In addition, both bridging and
bonding social capital enable the formation of dense networks within the family which indicate that
family businesses are in an ideal position to develop and benefit from their social capital. In turn,
these networks help build trust, cohesiveness, and solidarity in pursuit of common goals (Coleman,
1988) and thereby they can be seen to have resource advantages to both individuals and groups and
the listed family firm.

6. Summary of findings

As introduced, the aim of this study was to find out how does family involvement lead to increasing
performance in listed firms. Our analysis was limited to factors we label ‘internal,” representing
behaviors, attitudes and motivations of the family-owners. To answer our research question, we found
five themes that present the family’s attitudes, motivations and behaviors as an owner. First,
“Normative pressure” theme highlighted the role of a sense of obligation in motivating the family
members as owners to focus their attention on the business and nurture it so it survives and succeeds.
The basis for normative pressure is in family tradition and values, loyalty towards the family and
previous generations and long-term objectives related to family ownership. Second theme “Drive for
excellence” highlighted the role of competence and knowledge in successful business and governance.
This theme indicated that the normative pressure is reflected in family members’ behaviour so that
they have a desire for excellence. The theme had a basis in family legacy, culture and experience.
Third theme “Affective pull” addressed how the motivations and attitudes of the family members can
facilitate beneficial behaviors. That is, making intimate investments (e.g., time, energy, competences)
commits the family members to the business and they come to exhibit strong feelings towards the
business. The basis for this is in social and psychological satisfactions and feelings of responsibility.
Fourth theme, “Resilience” highlighted the ways in which the above discussed values, attitudes and
competences materialize in the behaviors of the owner-family in ways that contribute to the survival
and growth of the firm. Hence, the affective pull and feelings of responsibility come to explain



family’s long-term orientations and resilience (persistent work and sacrifices). The final theme
“Cooperation” addressed that effective governance is based on the idea of unity and coalescing within
the owner-family. Concepts and constructs of family harmony, mutual understanding and support,
trust, culture and family ties (social capital) were seen to form a basis for the development of
cooperation. Accordingly the family can gain strength from the association and specialization of
family members on individual and collective levels.

7. Discussion and conclusion

Although previous studies have provided us with valuable evidence on performance in listed family
firms, something that hinders our ability to deepen our knowledge of organizational dynamics is still
missing. That is, extant literature does not provide in-depth empirical evidence and convincing
research that discovers the potential causal connection between family involvement and firm
performance and success. As noted by Gioia et al. (2012): “Advances in knowledge that are too
strongly rooted in what we already know delimit what we can know” (p.16). Instead of construct
elaboration, our study contributes to the development of concepts. We have accumulated empirical
evidence and conducted thematic qualitative analysis to deepen our understanding on the topic.
Through systematic inductive approach (Gioia et al., 2012), in order to fulfill organization study’s
potential for description, explanation, and prescription, we have discovered relevant concepts and
built new pieces of theory on the performance of listed family firms. This theory building is valuable
and can guide the creation and validation of constructs and measurement instruments. Our objective
was to identify the factors that influence performance in listed family firms, as they are experienced
and described by the family business representatives themselves.

Our findings related to the theme ‘“Normative pressure” show why the family as an owner-
collective acts “better” than a “normal” shareholder of a listed company. In more detail, our findings
indicate that in contrast to shareholder capitalism and agency theory that consider humans as
individualistic, opportunistic and self-serving and assume that the behaviors of an investor are based
on the incentives and motivations motivation to maximize his profits (i.e., value of shares), the family
members as a part of a social unit are motivated by mutual, collective goals. Thereby, our findings
that the family members feel that they are obligated to participate and nurture the business and make it
succeed, bring more explanatory power to family ownership in listed firms. As opposed to agency
view, family members are not voluntary, individual participants that pursue to make the most efficient
contracts in order to gain private benefits. That is, the pressures experienced by the family members
are not related to contracts or agreements between individuals as hypothesized in agency and
stewardship theories, but the family members are rather obligated to strive for the success of the
company, because of family histories and traditions. This emphasizes the role of culture which has not
been included in previous analyses when examining corporate ownership and the determinants of
success in listed companies. Previous research has maintained that in listed firms, investors are self-
focused individuals and that the corporate purpose relates to maximizing the shareholder’s value.
However, viewing major owners of the business as collectives and giving more attention to cultural
elements affecting the building of these collectives, could bring more explanations to firm
performance research. This is why we recommend more cultural studies in the context of listed family
firms.

Our findings on the second theme “Drive for excellence” indicate that the family’s normative
pressure is reflected in behaviour and manifested as a desire for excellence. Therefore, the family
wants to cherish those value-adding competences that make it possible for the firm to succeed. In



other words, the family can build unique, dynamic and intangible resources and competences and
operate as a source of competitive advantage separating them from non-family listed companies. It is
noteworthy however that the resources and competences under consideration here, are not related to
general business competences (as in mainstream family business literature borrowing from resource-
based view) but to competences of being the best possible owner for the company (in the board of
directors, owners committees etc). The significant difference to other listed corporations is that listed
family firms are more competence-orientated. In other words, while other listed companies are willing
to for instance to change industry in order to attain better profits for investors, listed family firms stay
in that certain industry and business which they have develop competences to. Accordingly, there are
large risks involved when moving form an industry or business to another. The company can for
instance loose certain competences and may not have hard pressures to succeed in particular business
if there are other options available. According to our findings, family owners of listed firms want to
stick to the business they know and succeed by being the best. Thereby, an essential question from the
agency view is that how companies can obtain and keep the kind of actors (owners) that have the will
and desire to be involved in the business for decades. If the company is just “nexus of contracts”, true
motivation and desire to participate cannot be reached. Thereby, we argue that in listed family firms,
obligation derived from family tradition and history support staying in the business and the
development and usage of ownership related competences.

Our finding on the third theme ”Affective pull” show that family ownership in listed companies
has an explicit difference to investor ownership. That is, besides a legal and financial dimension,
family ownership involves social-psychological dimension in which the feelings of ownership define
the construction of true ownership. As opposed to agency theory that maintains that shareholders’
rights and privileges include the right to sell their shares, those who experience true feeling of
ownership and personal responsibility, do not want to give up their possessions. Accordingly, family
owners that are emotionally tied to the business, have a long-term objectives and responsibility over
generations. In the light of this evidence, we highlight that ownership can be understood in a different
manner than in traditional agency view and explain arguments why listed family firms perform better
than listed non-family fims. Although our findings are in line with the previous notions in family
business literature and stewardship view suggesting that an organization can become an extension of
the owner’s psychological structure which increases organizational (value) commitment and leads to
higher levels of performance, we bring out this difference more strongly and precisely.

Our findings related to the theme “Resilience” brings new notions to the discussion of
sustainable development. As a response to increasing globalization, the need for more sustainable and
resilient businesses has emerged. Our findings indicate that listed family firms can offer a potential
form of organizing the business for attaining sustainable development. As our findings indicate, while
traditional shareholder seeks for incensement in value, family as dominant owners might have
different goal and objectives. Thereby, the relation between the family owner and the business is quite
different from was is between the traditional stakeholder and the listed company. The family owners
have strong emotional ties to the owner-collective and the firm and feels strong responsibility over the
survival and success of the company. Thereby, family owners are willing to give away their personal
needs for the greater good, for the good of the company. That is, in difficult times and recessions
while the investor does not want poor return even if it is temporary, he switches his ownership target
(by selling those shares from company’s that are not profitable), the family owners can put aside their
profits and invest to the development of the company or education of personnel for instance. As our
findings indicate, while other listed companies have tighten their belts and laid off staff, families have
strengthen their organization so they’ll be ready to strike when times and markets improve. In other
words, family ownership brings strategic flexibility when needed. Our contribution is that unlike



previous empirical studies, we have brought empirical evidence from everyday reality and perspective
form the “insiders” to the question why family owners behave like this in times of difficulties.

Our findings from the final theme ”Cooperation” show that agency theory’s the notion of a self-
serving individual does not apply among family owners but instead the family forms a social group of
people acting together for their mutual purpose or benefit. The family notices that together they can
accomplish much more than individually apart. This is the reason why they participate in collective
behaviors and cooperation. Family’s cooperative behaviors are the result of familial ties and shared
family histories. As our findings indicate, communication, interactions, mutual support and trust are
important attributes for these social relationships. In addition, the collective possession (the firm) and
interactions around it serve to foster interactions amongst family members. Thereby, business families
have the kind of ties, interaction and cooperation that do not exist in “normal” families. As opposed
to agency theory, we found that family owners form a collective structure and that is something that
differentiates family firms from other listed firms. Hence, our findings indicate that the family
manifests itself as a social unit and collective structure which brings more power to dominant
ownership and serves as a foundation for all above mentioned mechanisms through which
performance is enhanced. In sum, our findings indicate that dominant family ownership in listed
companies represents a structure that differs from the traditional views of agency, stewardship and
resource-based view. In more detail, instead of confrontation and contracts between individual
principals, other principals and agents, the family members in listed companies form a social unit
where this collective is able to achieve more than individuals by themselves.

In this paper, we have been able to identify those relevant concepts regarding the factors that
explain why family as a dominant owner of listed companies can enhance performance. With
systematic inductive analysis, we have presented deep and rich empirical data from the CEOs,
members of the board, supervisory board chairs and founders of the listed-family firms and been able
to describe and explain this specific phenomenon of theoretical interest. We have added and
developed new concepts relevant to human organizational experience in both terms that are adequate
at the level of meaning of the people living that experience as well as adequate at the level of
scientific theorizing about that experience. As noted, by analyzing the data, we cannot determine the
significance or relative role of different direct and indirect factors effecting family business success,
but we have been rather able to identify those factors while giving the family business representatives
a possibility to share their views. This is of high value considering future research on the topic. We
believe that our study provides important elements for future theory building and development. In
addition, those in turn, can guide the creation and validation of constructs and measurement
instruments concerning the relationship between family involvement and firm performance. Thereby,
we encourage more theoretical and empirical papers on the subject.
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Abstract

Numerous comparative studies have established that listed family firms outperform their non-
family counterpart. Along with several ‘internal” family factors, also stakeholder relations
have been presented as possible factors explaining the observed performance differences. So
far, however, there is lack of research that actually provides actual empirical links between
the connections that are believed or assumed to exist. Further, studies have not provided in-
depth understanding on the mechanisms through which the performance differences emerge.
In this qualitative study we give voice to representatives of listed family firms themselves in
order to induce ideas and associations that can be compared to the existing notions put
forward in connection to statistical comparative studies. This serves to give face-validity to
the ideas and to find new ideas and associations concerning those mechanisms that either
promote or hinder the success of listed family firms as compared to other widely-held firms.
Implications for future research and policy will be discussed.

Keywords: listed firm, performance, family firm, ownership, stakeholder, co-creation
1. Introduction

In recent years, family firms have gained increasing attention in the economics and business
because of the research showing that the majority of firms around the world (50 to 95 percent
of all firms depending on the source, context or definition) are owned and controlled by
families (Gersick, Davis, Hampton & Lansherg, 1997; Gomez-Mejia, Cruz, Berrone &
Castro, 2011; La Porta, Lopez-de-Silanes, & Schleifer, 1999). Most of family businesses are
private SME’s (Gomez-Mejia et al., 2011), but worldwide a great number of publicly held
companies are also family owned and/or managed (Anderson & Reeb, 2003; Krivogorsky &
Burton, 2011; Martinez, Stohr, & Quiroga, 2007). Extant literature on performance of listed
family firms (e.g., Anderson & Reeb, 2004; Klein, Shapiro & Young, 2005; Villalonga &
Amit, 2004) reveals that listed family firms can be distinguished from other forms of business
in the terms of performance and success. In more detail, listed family firms have been
described as having for instance higher profit margins, faster growth rates, more stable
earnings and better return on the investment.

Even though extant literature has acknowledged that listed family firms seem to
perform better than other widely-held firms (e.g., Anderson & Reeb, 2003), it has not been
able to establish a comprehensive framework or an in-depth understanding on various factors
that explain these performance differences. Partly this might stem from the fact that previous
studies comparing firm performance between listed family and non-family firms have largely
relied on agency theory (Shleifer & Vishny, 1997), thereby overlooking the fact that families
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as owners typically pursue also other objectives than simply maximizing of the shareholder
value (Chu, 2009; Hearn, 2011). This notion is generally supported by family business
literature (e.g., He, Li & Tang, 2012; Stavrou, Kassinis & Filotheou, 2007, Zellweger &
Nason, 2008), which suggests that when the family as an owner has long-term orientation to
the business, it might also facilitate long-term relationships with other stakeholders, which in
turn might have positive effects on the business performance. However, to our knowledge,
studies investigating the performance differences between listed family and non-family
companies have not made full use of stakeholder theory. That is, scholars have mainly
referred to family business research when discussing the family and stakeholder relationships
in their theoretical frameworks. Further, even though previous studies emphasize that the role
of the family (as a dominant owner) in listed firms has an important effect to stakeholder
relationships, they hardly provide any empirical evidence to support this notion. Further, so
far research in this context has largely relied on regression analysis (Rutherford et al., 2008)
which presents some limitations when dealing with complex configurations. In more detail,
Garcia-Castro and Aguilera (2014) have noted that regression analysis limits the systematic
exploration of conditions complementarity and substitutability of different components —
components of family involvement being an example (see also Fiss, 2007; Ragin, 2008).
Overall, previous empirical research on the topic has often remained somewhat unprofound
as it lacks firsthand data and inside understanding on the phenomenon of interest.

In this paper we engage ourselves into a systematic qualitative study process in order to
understand how the relationships with stakeholders promote (or hinder) the performance of
listed family firms. Our approach is inductive (Gioia, Corley & Hamilton, 2012) as we move
from rich text material towards analytic generalizations. With this approach we attempt to
mitigate some of the problems related to extant studies. Our data consists of 16 tape-recorded
qualitative interviews with CEOs, members of the board, supervisory board chairs and
founders of the listed-family firms in Finland. In our analyses we focus on the following
questions: (1) Which stakeholders are identified as playing a particular role in the success of
family business? and (2) How and why do the stakeholders support or hinder the success of
family firms? Our approach is based on the notion that in order to more fully describe and
explain the performance differences between listed family firms and other listed firms, it is
necessary to discover relevant concepts for the purpose of theory building, since they can also
guide the creation and validation of constructs and statistical instruments.

Our paper is organized as follows. We start by taking a brief and focused look on what
existing literature says about listed firms and stakeholder relations. By doing so we set the
stage for our contribution as this is the framework our empirical work speaks to. Next we
discuss our research context, data, and methods in more detail than above. We continue with
data analysis and association. Manifesting our inductive approach, we follow the
interpretations of the interviewees as well as our own interpretations to identify fit ideas and
associations in existing family business research that has been conducted outside the context
of public firms. This serves to reflect on how the induced ideas and associations stand in
other family business contexts. Finally, after summarizing the findings of this work, we lift
our attention back to the scientific knowledge on listed companies and discuss the findings in
relation to existing knowledge. We focus in particular on the novel ideas and leads that arise
from the inductive study and discuss their utility to future research as well as policy.

2. Theoretical framework

Shareholder capitalism and agency theory form the basis for most firm performance studies
(e.g. Anderson & Reeb, 2003; Martinez, Stohr & Quiroga, 2007; Villalonga & Amit, 2006).



These theories are based on the assumption that the shareholders of the company are only
interested in increasing their personal wealth and thereby, the only goal of a company is to
maximize its total value (i.e., the value of the equity and other financial claims such as debt
and preferred stock) (e.g., Jensen, 2001; Jensen & Meckling, 1976). Any action taken by
management that does not increase the wealth is, therefore not in shareholders’ best interest
and if management does not act according to the owners’ preferences agency problems and
costs occur (e.g., Jensen & Meckling, 1976; Eisenhardt, 1989). Indeed, corporations are
defined by explicit contracts and trade-offs between the owners and the managers that aim to
align the interest between these two parties in order to fulfill the corporate purpose of
maximizing the shareholder’s value (e.g., Hansmann & Kraakman, 2001).

Noteworthy, according to the agency theory perspective, concentrated ownership
(combined with an absence of effective external governance mechanisms) can result in
conflicts between controlling shareholders and minority shareholders (Morck et al., 2005).
Agency theory proposes altruism and entrenchment as driving forces for these conflicts. In
more detail, major shareholders interests may not necessarily be in line with those of other
shareholders (Fama & Jensen, 1985) and they might serve as their potentially exploitative de
facto agents (Morck & Yeung, 2003; Villalonga & Amit, 2006). Hence, the concern is that
instead of maximizing share value, entrenched majority owners might have an incentive to
benefit themselves (e.g., exchange profits for private rents, pursue other objectives than
maximizing value of the shares) at the expense of firm performance and thereby expropriate
minority shareholders (Claessens et al., 2000; Faccio et al., 2001; Johnson et al., 2000;
Mitton, 2002). In addition, Young et al (2008) have stated that principal-principal conflicts
are often characterized by such elements (related to poor institutional protection of minority
shareholders, and indicators of weak governance) as lower levels of dividends payout (La
Porta et al., 2000), less investment in innovation (Morck et al, 2005), less information
contained in stock prices (Morck et al., 2000) and inefficient strategies (Filatotchev et al.,
2003; Wurgler, 2000).

2.1 Stakeholder theory

The maximization ofshareholders’ wealth in its purest form fails to recognize the effects that
the behaviors of other interest groups, local communities and environmentalists for instance,
may have on a company performance and firm value. Stakeholder approach, that has its roots
in sociology and organizational behavior, has been commonly applied framework when
identifying and examining the impact of organization action and performance (e.g., Berman,
Wicks, Kotha & Jones, 1999; Ruf, Muralidhar, Brown, Janney & Paul, 2001). This ethical
theory argues that a company cannot maximize its value if it ignores its stakeholders.
Thereby, it puts emphasis on the modern corporation’s responsibilities towards other
stakeholders than merely the owners (e.g., Freeman, 1994; Jensen, 2001). According to
Freeman (1984), a stakeholder in an organization is “any group or individual who can affect
or is affected by the achievement of the organization’s objectives” (p. 46). Thereby, this
category includes not only the financial claimholders, but also employees, customers,
communities, and government officials for instance. Freeman (1994) argues that by being
responsive to the needs of all these groups a company will provide itself with a competitive
advantage in the form of good relationships. This may turn out to be crucial advantage for the
existence of the company in the long-run.

Moreover, the focus of stakeholder theory can be articulated in two core questions
(Freeman 1994). First, what is the purpose of the company? Second, what responsibility the
management has to stakeholders? While the shareholder value perspective sees organizations
primarily as instruments of its owners to produce economic profit (e.g., Demsetz, 1983;



Jensen, 2001), stakeholder theory discusses about stakeholder value that refers to the sum of
value distributions to the company’s stakeholders which may contain both instrumental and
intrinsic elements (e.g., Donaldson & Preston, 1995; Freeman, Wicks & Parmar, 2004). Like
shareholders of the firm, stakeholders often gain substantially when the firm does well and
suffer economic losses when the firm does poorly. Thereby, it is noteworthy that although
stakeholder theory brings along all stakeholders that are affected by or effecting to the
business, it deals with contracts and creation and distribution of value among parties just like
the agency theory. Accordingly, stakeholder theory provides with more democratic view to
the question of who can control and gain benefits from a company.

As suggested, according to agency theory, the only responsibility of the manager is the
delegation of responsibility for managing the business in the best interest of the principals
(the shareholders). In contrast, stakeholder theory pushes managers to articulate how they
want to do business. In more detail, it addresses what kind of relationships companies want
and need to create with their stakeholders to deliver on their purpose and to add firm value.
Thereby, stakeholder theory adopts a notion that that values are necessarily and explicitly a
part of doing business (e.g., Freeman 1994). In addition, Jensen (2001) has suggested so-
called enlightened stakeholder theory that focuses on long term maximization of the
company’s total value by taking all stakeholders’ interests into account instead of striving to
maximize purely shareholder value. However, some difficulties may arise when trying to
define value measurements for each stakeholder group, to rank their value contributions and
to quantify the effect of various elements of stakeholder value on economic performance
indicators. In addition, although the instrumental view of stakeholder theory examines the
nature of relationships and discusses what happens if the firm relates to its stakeholders in a
certain way, it does not involve the social and psychological elements that are linked to these
stakeholder relationships.

2.2 Stakeholder theory and listed family firms

Previous studies comparing firm performance between listed family and non-family firms
have largely relied on agency theory when aiming to explain the consequences of ownership
and control arrangements in these organizations (Shleifer & Vishny, 1997). Despite the fact
that family (firm) and stakeholder relations are often introduced as part of the theoretical
frameworks of the studies comparing the performance of listed family and non-family firms,
it seems that there is actually very little of research in which ideas and associations of
concepts of stakeholder theory are actually utilized in the empirical work. Some of these
studies, however, present interpretations according to which the (dominant) role of the family
in running the business has a positive effect on the stakeholder relationships. But how do
these relationships contribute to the success of the listed family firm? Which stakeholders and
why? In the following we will briefly review the central findings of existing studies.

First of all, it has been put forward that family firms are more likely to see their
stakeholders as partners, when compared to their non-family counterparts (Bingham, Gibb
Dyer, Smith and Adams, 2011). In fact, as the family as an owner has long-term orientation
to the business, it will facilitate long-term relationships with the stakeholders also (e.g., Chu,
2009; Pukthuanthong et al., 2013; Venanzi and Morresi, 2010). These long-term relationships
between the family and the stakeholders are seen to be based on family identity, values,
trustworthiness, reputation, loyalty and commitment. As an example, Miralles-Marcelo et al.
(2014), note that family’s identity and commitment are goodwill gestures recognized by all of
the stakeholders. Hence, it has been suggested that family firms have certain values systems
that management team members can share with stakeholders such as employees, suppliers,
and customers (Allouche et al, 2008). Moreover, Andres (2008) notes that the family



business knowledge and experience passed from the founders to descendants enables the
family to build trust with employees, suppliers and other external stakeholders. Hence, Lee
(2006) and Hearn (2011) note that this considerable reputational capital built by the family
through the long presence in the company, influences stakeholder relationships so that
families have the potential to create better relationships with non-family employees,
customers, suppliers, and creditors. That is, the long-term orientation of the family ensures
that stakeholders can rely upon the presence of a stable partner for building long-lasting
economic and non-economic relationships (Venanzi & Morresi, 2010). From this perspective,
egoistic and self-serving economic purposes of shareholders and managers no longer hold as
trigger reasons, but the well-being of the organization and its stakeholders, the growth and the
long-term survival of their firm take over as shared and collective aims. As suggested by
Miller and Le Breton-Miller (2006), these attitudes would build a cooperative climate into the
organization and they would engender far-sighted contributions that feed distinctive
capabilities and produce superior financial performance. Accordingly, the fact that families as
owners typically pursue also other objectives than simply maximizing of the shareholder
value, leads to a wider alignment of incentives on a principal-principal basis where family
incentives are aligned with those of broader society and political motivations (Chu, 2009;
Hearn, 2011) — including the motivations of minority stakeholders, unlike predicted by the
agency theory. Both Chu (2009) and Hearn (2011) referred to the study of Poza (2007) in
their analysis, suggesting that there is evidence that the benefits of family firms arise from the
sustained presence of extended family control and concentrated family ownership. In more
detail, from a resource-based perspective family control and ownership act as intangible and
specific resources facilitating long-term relations with stakeholders such as buyers,
employees, suppliers and banks. Non-family employees as a special stakeholder group in
listed family firms have been emphasized in previous studies. According to Pukthuanthong et
al. (2013) family firms tend to have better human capital than non-family firms in that they
exhibit a stronger commitment to their workforce resulting in warmer, friendlier, and more
intimate employee relationships (see also Sirmon & Hitt, 2003). Hence, also Lee (2006)
maintained that family’s commitment to firm continuity may be associated with the formation
of a mutual agreement or “implicit contract” between the family and its employees. As a
result, family ownership may be associated with a lower workforce turnover, lower
recruitment costs and, particularly during a market decline, greater resistance to downsizing
(He et al., 2011) In other words, family firms tend to keep employment levels stable and are
less likely to lay off employees (see also Astrachan & Allen, 2003).

2.3 Summary

Overall, the better than average relationships that listed family firms are seen as having with
their multiple stakeholders is seen as resting on the fact that there are incentives for family
members to treat other stakeholders as their partners in the publicly listed firm and be
tentative to their varying needs. Further, it is seen that there exists some kind of time resistant
mutuality between the family and its stakeholders, which is promoted by the stakeholder
tentative family identity, values, and reputation as well as the family members’ cross-
generational commitment and loyalty to and personal (capacity building) investment into the
business over generations — each of these being recognized by the multiple stakeholders and,
thereby, creating trust amongst the stakeholders towards the family firm. In this context of
trust it is seen that there exists an implicit contract between the family and at least some of its
stakeholders according to which the stakeholders will be tentative to the interests of the
family business, which may lead to measurable benefits for the family firm.



While all of the above notions are valuable and contribute to our understanding of why
listed family firms perform better than non-family firms, there is still need to push the
knowledge and understanding on this front further. This is what we aim to do in the following
sections, particularly in terms of giving the voice to the representatives of listed family firms
themselves.

3. Context of the study

The presence of family businesses has been rather visible in Finland during the last decades.
It is said that family businesses are the backbone or the engine of the Finnish economy and
their role as employers is often strongly emphasized. Accordingly, over 80% of all Finnish
businesses are family firms and they employ more 40 % of the workforce within the private
sector and produce 35% of the total turnover of all businesses. It may be well said that family
businesses play a vital role in Finland’s economy especially in terms of add ing stability to a
balanced economy and creating jobs. More than 100 of Finland’s 500 largest companies, in
terms of revenue, are family businesses. Majority of Finnish family firms are SMEs but it is
also noteworthy that 25% of all companies listed in OMX Helsinki Stock Exchange, are
family businesses. (www.perheyritystenliitto.fi; accessed 28" of January, 2014)

Studies show that between 2000 and 2005, small and medium sized family businesses
where the founder(s) or founder’s descendants were still active in ownership, management
and/or governance, performed better than non-family businesses. In addition, also publicly
traded family firms had higher performance than listed non-family corporations (Tourunen,
2009). Overall, family businesses in Finland have performed well over the last years and are
bullish about growth over the next years. Moreover, even 70% have grown in the last 12
months and 94% are aiming to grow over the next five years (compared with 81% globally).
(www.pwe. filen/publications/family-business-survey.jhtml; accessed 28" of January, 2014)

Our data is from sixteen Finnish family firms of varying size and industry (e.g.,
industrial products and services, consumer goods, technology and energy), all listed in OMX
Helsinki Stock Exchange. The oldest firms were established in the 19™ century and have
operated for almost 200 years without interruption in family ownership, management and
governance. While the largest family firm employs nearly 40 000 people, the smallest one
had only a little over 40 employees. In addition, turnover among companies ranged from
couple of million Euros to nearly 6.3 billion Euros (year 2012).

4. Research process and methods

In order to capture concepts relevant to the human organizational experience in terms that are
adequate at the level of meaning of the people living that experience as well as adequate at
the level of scientific theorizing about that experience, we utilized thematic qualitative case
study (Braun & Clarke, 2005; Eisenhardt & Graebner, 2007) and systematic inductive
approach (Gioia et al., 2012).

Our research data was collected between February and March 2012 by the second
author. It consists of 16 tape-recorded qualitative thematic interviews with CEOs, members
of the board, supervisory board chairs and founders of the listed-family firms. In order to
gather valid and rich empirical data (see Gioia et al., 2012) during the interview process, we
did not ask the family firm representatives directly the questions that the work in this paper.
Instead, as part of a broader research project, the interviewees were asked about views to
family business (e.g., family histories, family ties, ownership, governance, management,
purpose). It was later during the analysis process when we towards the research questions
introduced above.



In the first step of our analysis, we followed the guidelines of thematic analysis and
systematic inductive approach (e.g., Braun & Clarke, 2005; Gioia et al., 2012; Corley &
Gioia, 2011). We studied the data several times, analyzed it to the core and identified implicit
and explicit connections and associations. We listed the relevant factors and concepts
emerging from the data that spoke to our research questions. We formed categories through a
process called “open coding” (see Gioia et al., 2012). The idea in this process was to adhere
faithfully to informant terms. After several re-analyzes and revisions, the 1% order concepts
(see Gioia et al., 2012) were established. Next we reduced the categories by carrying out the
process of “axial coding” in which relationships, similarities and differences between
categories are searched. After re-analyzes and re-definitions, specific 2" order themes (see
Gioia et al., 2012) were established. These are 1) Business in Society, 2) Customer relations,
3) Employee relations, 4) Collaborator relations, 5) Relations with minority shareholders and
6) Relations with tax regulators. The data structure of our study is summarized in Table 1.

Table 1: Data structure

2nd order themes and the related 1st order concepts

1. Businessin Society
Stakeholders value face-full owners they can trust will behave responsibly
There are moral family business values that are lacking from CEO-led systems
The purpose of alisted family firm is the co-creation of value for all stakeholders
The needs of other stakeholders come before the needs of the family
During difficult times, the family can put aside their financial objectives in order to guarantee the company’s
future vitality

2. Customer relations
Family firms preferred by the customers as they are trustworthy co-creators
Family firms co-create products with the customers
Family firms are familiar with their the owner families of the customers
The family owner keeps the company’s focus on the customer value
Instead of shareholder value a valued product is the starting point for a family business

3. Employee relations
Non-family employees know the family business owners
Family firms take better care of and assume above average responsibility of their employees
Commitment and persistence are important to the staff
Permanent ownership creates confidence to the company among employees
Family ownership and continuity create trust even during the bad times
Family and non-family members of the firm share family values, culture and goals
Family firms keep their employees
Family firms are committed to their employees, even over generations
Family firms involve personnel to strategy process
Family firms pay bonuses also to personnel
During hard times, family firms seek other alternatives than laying off the employees

4. Collaborator relations
Family name brings credibility to negotiations
Powerful owners are important in some cultures
Family owner has the power to make decisions
When a company operates in the name of the family, it can be trusted
Family ownership is asheet anchor to collaboration

5. Relations with minority shareholders
Minority shareholders prefer to have someone assuming responsibility for the company
Family defends the interests of the company
Family firm characteristics guarantee dividends
Family firms have sustainable dividend policy
Family owner develops the company with a long time horizon
Family’s decision-making power brings continuity to minority investors
Family firms value all types of owners




Equality of shareholders is important for a family firm
Family firms want to keep all shareholders informed
The family takes responsibility for business mistakes
With biased information family ownership may cause undervaluation of the stock

6. Relations with tax regulators
Political parties speak up for domestic ownership, but hinder itwith inheritance tax
Inconsistent taxation is a threat to active family ownership
Taxation should not encourage families to give up if the society wants to keep domestic ownership
Inheritance tax hinders the transfer of ownership to the next generation
Taxation may be in a balance of power position when the next generation determines what it will do
Some families sell their firms and become investment companies because of the taxation
In some cases families have to sell their firms in order to be able to pay the taxes
Family businesses must be restarted once in a generation due the taxation
The goal of tax authorities (to nip from wherever they can) may force families to sell their firms
Rich heiress view is surprisingly dominant - and misleading
Itis a misinterpretation that family firms do notwant to pay taxes

5. On the quest for mutual value

Essentially, considering the questions we set for our empirical work, the interviewees see that
a variety of stakeholders consider family ownership as adding value to the relationships they
have with the firm. As a board chairman put it:

“The fact that one has an owner with a face that bears wide responsibility of its
stakeholders, should bring additional value. In Finland, oral contract holds, especially
with an owner with a face. The word of an honorable person weights more than a
paper. Family business is more committed. The owner gives his/her character to the
company.”

Basically, it is considered that a listed family firm with face-full owners is seen as more
humane and trustworthy actor than a listed non-family firms, which is seen as a CEO-led
corporation. What supports this view of listed family firms is that different stakeholders — not
just the business family — are considered as the reason why the listed family business exists in
the first place. In this respect, the corporate purpose of a listed family firm differs
significantly from the traditional shareholder value maximization perspective. Instead of
emphasizing individualism and the rights of the owners for immediate gain, there is an
emphasis on the patient co-creation of value with and to all stakeholders. As a board
chairman states:

”Corporate purpose... of course partly selfish and related to entrepreneurship, had to
support the family, but also the will to remodel, change the industry. Shareholder value
is not the right starting point for entrepreneurship. Stakeholders and the owner can
develop the company with a wider perspective and longer time horizon. Investment
bankers only seek short-term, quartile success, which makes the evaluation of the
company’s operation too narrow. The goal should be that everybody does well.”

In other words, the owner-family guides the firm towards assuming above average
responsibility of the stakeholders. This includes putting aside the family’s financial objectives
in order to guarantee the company’s future vitality. As the following analyses show, in this
guidance the stakeholders are seen as part of the to-be-secured company and vitality — rather
than an ‘outside’ resource that can be exploited. This provides the listed family firm with the
strategic flexibility that is required to utilize emerging opportunities, when for example a
crisis is over.



Table 2. Business in Society

1st order concepts and the selected representative data

Stakehol ders value face-full owners they can trust will behave responsibly
BC: Quotation embedded in the text
There are moral family business values that are lacking from CEO-led systems
BM:” In my opinion, the concept of listed family firm is fantastic... since it is a family business, there are those
moral values that are lacking from the CEO-led systems of large corporation”
The purpose of alisted family firmis the co-creation of value for all stakehol ders
BC: Quotation embedded in the text
The needs of other stakeholders come before the needs of the family
BC: ”The pyramid of corporate social responsibility. First we have to have tumover (customers), in order to
take care of 1) employees, 2) the society, 3) banks/lenders, 4) and only the final stage is the payment of
dividend. We cannot over-exploit and kill the company’s good development.”
During difficult times, the family can put aside their financial objectives in order to guarantee the
company’s future vitality
BM: “These might be such prioritization things that... such is, let’s say when there’s been these financial crises,
as there is at the moment and due that there is decrease in volume... and we all are in the same boat here in
Finland, so at that point... of course it is neutral, or natural that the family says that now we leave our 8 or 10
percent return on investment target aside for a while and make our main goal that we will now careful ly
balance though these foggy times. And so that we prepare ourselves, make smaller investments in the
background, educate our people. And then we will be ready for strike when it goesup...”

Before moving on to a more detailed discussion on the role of particular stakeholders, it is
worth looking into how the ideas presented in research from private family firms relate to the
findings above. De la Crus Deniz and Cabrera Suarez (2005) note that in general, family
businesses responsibilities towards stakeholders have been seen from two opposing
perspectives. The first one associates family firms with nepotism, putting the interests of
family before those of the company etc., and the second recognizes family firms for long-
term orientation, continuity and integration in the management policies, family sacrifice to
support the company financially, and community involvement, to name but a few. Our
findings from listed firm context are consistent with this latter view of family businesses,
according to which the family firms attempt to ensure the satisfaction of the stakeholders
(Zellweger & Nason, 2008).

5.1 Customer relations

Customers are a particular stakeholder group referred to in the data. Importantly, the
relationship with customers is seen as one that contributes to the comparative success of the
listed family firm. As a board chair states:

“The success of my company stems from the fact that ... customers were fed up with
large companies. In my company, the starting point was openness and quality of
operation ... we have lived close to the customer, which is where the trust is born. We
are not on the opposite side to the customer.”

Success comes as the customers put value on the co-creation approach of the family firm in
which the interest of the owners and the customers are seen as aligned and, thereby, there is
proximity and trust that promote quality and development through the open exchange of ideas
between the company and its customers. Sometimes the customers are firms also owned by
families, which may lead to close familial relationships amongst the owners. In this respect,
the listed family firm sometimes develops unique social capital that cannot be copied by non-
family competitors. Further, according to our data, non-family (face-less, top management



led) firms may be too much oriented towards shareholder value — the needs of investors and
financial markets. In the listed family firms, the family steers the purpose and focus of the
listed firm to the production of output that is valued by the customers and the society.

Table 3. Customer relations

1st order concepts and the selected representative data

Family firms preferred by the customers as they are trustworthy co-creators
BC: Quotation embedded in the text
Family firms co-create products with the customers
BM: ”Naturally we make product development to existing machinery with the customers or based on good ideas
for the customers.”
Family firms are familiar with their the owner families of the customers
BC:”A4nd of course the customers and others... We have become familiar with many families. We have our own
framework where we operate.”
The family owner keeps the company’s focus on the customer value
BC:”Our (the family’s) mission is to clarify to whom we’re doing this for. What is the
importance of the customer ... we have a guideline...”
Instead of shareholder value a valued product is the starting point for a family business
BM: ”Let’s say that an investor invests to a company and hopes that it is a good investment.... Not lose his/hers
investment or money but it grows and does well. But that cannot be the starting point (for the business). The
premise is that the company makes a good product.”

The above findings from public family firms find support from research from private family
businesses. Tagiuri and Davis, (1992), for example, found that five of the seven top goals
listed by the CEOs of family firms were related to achieving excellence and quality in the
marketplace by having a quality product and good customer service as well as developing and
preserving a particular image for their companies.

5.2 Employee relations

Employees are another key stakeholder group that is seen as contributing the observed
performance differences between listed family and non-family firms. It starts with the family
business atmosphere that exists inthe former. Asa CEQO interpreted:

”The staff says that this family, long-term ownership, owner with a face... it shows and
it is considered as a very positive thing. It is said to be the biggest plus here that there
is an owner with face and a certain family business atmosphere. It is this family and
while other people, besides me, visit here, they know that who is who and who is
whose relative, those are the owners...

The familial relationship of the personnel with the owner family is seen as a source of
commitment. The commitment is supported not only by social ties, but also by the
responsible and tentative way the owner family treats the employees. This is what clearly
differentiates family firms from other listed companies. As a board chairman said:

”The personnel is being taken better care off when compared to for instance X (names
one listed non-family company that recently closed down a factory and laid off all the
employees). Whereas the rules of stock exchange have no conscience, such (laying off)
is something a family firm cannot do.

According to our data, family employers tend to treasure and sustain their staff and
diligently harvest their expertise, skills and knowledge. This is also important to staff; after
all, an owner’s commitment to their work force is not self-evident nowadays. Hence, our



interviewees stated that they consider themselves as responsible owners who have true
interest, desire and passion to contribute to the business. This might have major implications
to the success of the business as well, since the staff believes in the company if the owner
does, which is especially important during the hard times. Instead of making cuts, giving
notices and engaging in layoffs, there is a preference in development. In that regard, family
controlled listed firms seem to be a stabilizing force in the turbulent business environment of
the contemporary world.

Moreover, it is maintained that families can foster cohesive organizational communities
since they desire to insure that the family values and ethics are deeply embedded to the
company and that they will be reflected in all its behavior. The interviewees describe that
employees note that the culture in family businesses reflects family’s history and values and
that the symbolic meaning of the family and the values expressed by family members are
well understood among employees and other non-family members the in the organization
(e.g., hired CEOs). In fact, while recruiting new staff, family owners pay close attention to
that non-family employees’ and managers’ values and goals fit to family business values and
goals. Thereby, selection is made very carefully and those entering the firm are in a sense
joining the family to sustain and grow its most precious treasure. In well-run family firms,
also non-family employees feel like a part of the family. Thereby, non-family employees
typically come in a longer term and more intimate association with the employer than they
would otherwise do. Sometimes there are even third generation employees in family firms,
meaning that for many it is a job for a life.

Table 4. Employee relations

1st order concepts and the selected representative data

Non-family empl oyees know the family business owners
CEO: Quotation embedded in the text
Family firms take better care of and assume abowe average responsibility of their employees
BC: Quotation embedded in the text
Commitment and persistence are important to the staff
CEO: ”Strength of a family firm is the continuous commitment, persistence. It is important to the staff.”
Permanent ownership creates confidence to the company among employees
BM: ” When the company X cornered 10% ofthe company’s shares, the staff had huge concerns that the
family would sell their ownership. When it revealed that they didn *t, it was a relief. The staff believes in the
company if the owner believes it too.”
Family ownership and continuity create trust even during the bad times
BM: I believe that the fact there is an owner with a face, that we are still involved, they are reassuring
factors... Continuity... is a matter of trust... When there have been bad moments, temporary dismissals and
others, there has not been confrontation with the management, or between the owners and the firm or its
employees.”
Family and non-family members of the firm share family values, culture and goals
”And when they (non-family members of the organization) have similar values and all, then you know that
the development of the company in that way, is in good hands.”
Family firms keep their empl oyees
BC:”We keep people, we find the right employees...”
Family firms are committed to their employees, even over generations
BC:”We have a lot... second, third generation employees. For more than the average, for many, this is a job
for life.”
Family firms involve personnel to strategy process
CEO: "We have quite large amount of personnel, who we share information with, they are a part of this
strategy process. We make small groups of them and take these ideas from there... So we strive to include the
staff well. «
Family firms pay bonuses also to personnel
CEO: ”On the other hand, we have performance bonuses for everyone... it has been important.”
During hard times, family firms seek other alternaties than laying off the empl oyees
BM: “Of course the added value to the society is that we don 't fire people. Instead, in hard times, we see




together were we stand, where we go and look how it goes the best way and then continuities in employments
are preserved, and there is the difference for sure compared to something else... like a cliché of an American
pension fund, that would have a portfolio-ownership in somewhere far away. There might be many other
alternatives between these two but, it has its meaning. Because of that perseverance.”

The above findings are consistent with extant family business literature from non-listed
firms suggesting that family businesses treat their employees better than other businesses do
(Guzzo & Abbott, 1990; Miller & Le Breton-Miller, 2003) and family owners have greater
personal commitment to employees’ well-being (Donckels, 1998; Fléren & Wijers, 1996).
The findings are also consistent with family business literature in which it is maintained that
creating a common purpose among the family and employees is essential (Kets de Vries,
1993). A strong family culture can positively impact performance by imbuing non-family
employees with such a clear sense of purpose and expectation that results in unparalleled
commitment, motivation, and efficiency. Family firms pursue to attract qualified non-family
employees and foster value-creating attitudes and behaviors among these employees by
forming strong personal ties with employees (e.g., Schein, 1983). Further, the fact that
personnel is involved in strategy processes and that bonuses are paid to everybody instead of
paying them only to management is likely to help in developing long-standing relationships
and foster employee trust and loyalty, which can be major factors in the success or failure of
family firms (Chrisman, Chua, & Litz, 2003).

5.3 Collaborator relations

Dealing with a firm that has a face-full and responsible owner makes a difference not only to
the customers and personnel, but to a variety of collaborators as well. Asa CEO put it:

“My face has more market value because of the fact that my name is the same as the
family name. It is obvious...I went to Sweden with this name and wondered how
seriously people take me. I mean that when there were partners in cooperation and
such, | kind of had the sense that this is now something more...I realized that this is
due the fact that | am a family member, family firm, it brought credibility to
negotiations, they had more faith in me”

Especially those representatives of the firm, who have the family name that the firm
carries, are considered more credible. This helps in negotiations. In fact, in some Eastern-
European contexts it is seen that only owners (members of the owner-family) can actually
makes things happen (e.g., close deals), while CEOs and other managers of shareholder
corporations are considered as ‘errand boys’. The status of an owner is even likely to break
some of the gendered structures that might otherwise cause trouble in collaboration. Further,
family firms are seen as better trusted than shareholder corporations. Collaborators can see
who they are actually dealing with, what kind of values are behind the operation, and who is
putting their family name at stake. Also the sustainable nature of family ownership helps.
Partners can eye long-term mutually valuable relationships as they do not need to worry
about potential changes in the firm’s behavior due to industry restructuring, at least not to the
extent they might have to when dealing with other firms. According to our interviewees,
previous generations pass on their relationships and social networks to their kin. As the
representatives describe, since young, the incoming descendants are being involved in
meetings and get-togethers, where they are introduced to major outside stakeholders such as
key partners. This too provides a belief that the family business is serious about long-term
partnerships.



Table 5. Collaborator relations

1st order concepts and the selected representative data

Family name brings credibility to negotiations
CEO: Quotation embedded above
Powerful owners are importantin some cultures
BM: “In Russia family ownership has major importance. The role of the owner is really important, more
important than CEO, even a young female owner is more important decision-maker in Russia than a CEO. The
cultural difference is huge.”
Family owner has the power to make decisions
BM: “when we went to Russia, there were of course (two competitors named) and all the others. But our
concept was different, and we had a face, we were human beings. They had people who were four hierarchical
levels below the CEO and they then wrote some kind of report and took it back to headquarters ...my cousin was
the one who made decisions there, he had authority, there was no going back and forth. In Russia the mentality
is that they don’t want to discuss with messengers...”
When a company operates in the name of the family, itcan be trusted
F: "honoring past values and of course also openness and collaboration, which is the asset in marketing, that
we are able to operate in the name of this family company also in distribution and maintain trust”
Family ownershipis asheet anchor to collaboration
F: The kind of a family business that we are, our guarantee is that we have voice which means that this company
is not suddenly sold. You can trust, some competitor can buy it all at once and then say that 'we have just the
right distribution channel, good bye’...family ownership is a sheet anchor, to start face to face collaboration.”

The above findings are consistent with studies from private family businesses
suggesting that responsible and enlightened ownership, where the owners have recognizable
faces, seem to be a very important contributing factor affecting business performance and
success (Berrone, Cruz, Gomez-Mejia & Larraza-Kintana, 2010; Koiranen, 2002). They are
in line with the work of Aronoff and Ward (2000), according to which the reputation of
owners and their heirs rests on the integrity of the business and its trustworthiness with key
stakeholders. Especially in international business affairs, the representatives experienced that
the family name has remarkable market value and it is seen as a guarantee of high quality and
reliability. Thereby, the family’s business reputation emerges from consistently meeting the
obligations and expectations of interest groups (see, Arregle et al., 2007; Tagiuri & Davis,
1996). Besides trust and good reputation, building enduring networks requires time and effort
on the part of participants as well as good interpersonal skills, including open
communication, and mutual sharing and support. This is also something that has been put
forward earlier outside the context of listed family firms (Seymour, 1993). The findings are
also consistent with previous literature suggesting also that one generation makes sure that
the next generation in business joins influential social clubs and takes on public relations
roles to keep a growing family connected to the set of internal and external partners (Miller &
Le Breton-Miller, 2005). Hence, long-term associations make it easier for a new generation to
take over and keep things on track. Previous studies from private family firms also suggest
that family firms try to smooth the way for later generations and have a strong incentive to
build social capital in the form of enduring associations with external parties that can supply
critical resources to successors (Cabrera-Suarez, Saa-Pérez, & Garcia-Almeida, 2001;
Gomez-Mejia et al., 2001; Steier, 2001).

5.4 Relations with minority shareholders

Yet another important stakeholder group identified is the minority shareholders. They are
obviously important, since otherwise there would be no reason for the family firm to take the
firm to the stock market in the first place. What is less obvious is that minority shareholders
are seen as sometimes preferring family ownership and a change from a more dispersed



ownership structure to a more concentrated structure, where the family takes the lead may
even be rewarded with a rise of stock price of the company and otherwise positive feedback.
As a board member said:

“the stock exchange price rose immediately...when I followed the writing I noticed
that people saw it as a positive thing that an owner with a face entered
here...Especially I feel that these large employment pension companies and banks, for
them it was a relief. They have had to take a role quite much and as they have plenitude
of ownerships to look after and now there is someone else who thinks about these
issues...And also in the annual general meeting we have received positive comments”

In other words, it is emphasized that it is beneficial to the minority shareholder that
there is someone who defends company interests and takes responsibility of its development,
instead of fragmented ownership where nobody is actually in charge. It is also maintained
that minority shareholders value the long-term orientation the family has in the development
of the firm. When investing to a listed family firm, minority shareholders can trust that they
will get their dividends and that the dividend policy is sustainable. This is seen as particularly
important for those investors, who are so called ‘holders’. What our interviewees also point
out is that the family owner welcomes a variety of investors, attempts to promote their
participation in the annual general meeting and considers the equal treatment of all
shareholders as an important value. Such behaviors and values are likely to create
commitment amongst the minority shareholders. Further, transparent reporting, decision-
making and corporate governance practices give the listed family businesses credibility and
especially transparent responsibility gives the family legitimacy to run the firm and act “as a
captain of the ship”. According to our data, valuable for minority investors is also the fact
that the family is ready to make even heavy personal sacrifices as they carry the
responsibility they assume.

Under certain conditions, however, family ownership is seen as being negatively
associated with the valuation of the company. This has largely to do with information and
how family ownership is interpreted. As a CEO put it:

“from a market perspective, stock exchange perspective, it might be that we are
evaluated as a family company, we are undervalued because the fact that we are a
family firm. I say to investors that 60 percent of our shares are free float or outside the
family control. And those 60 percent are traded all the time. So the family has not
locked the whole ownership. And often this is a surprise...Oh, is it so? It is the image
that the family controls this block of shares and only limited amount of shares are
traded. It causes an image handicap in the stock exchange.”

In fact, there are ‘experts’ in Finland who maintain and reconstruct the reality that family
firms perform worse than other companies and family owners are harmful to the company.
To the extent these voices are heard, the market valuation of the company decreases.

Table 6. Relations with minority shareholders

1st order concepts and the selected representative data

Minority sharehol ders prefer to have someone assuming res ponsibility for the company
BC: Quotation embedded in the text
Family defends the interests of the company
BM: “Additional value is quite clear. That there is someone, who defends company interests...”
Family firm characteristics guarantee dividends
BM: “(investment) particularly to family firm creates additional value to minority shareholders and society,
one example is a that kind of comment that a person invests particularly, has on his/her portfolio couple of
these, an old history, known way of operation, ethicality, continuity. The company has operated, been cautious




and gone forward, thatkind of a company has its role in this society, and to that kind of a company you are
happy to invest as you know that you get your dividend from it”
Family firms have sustainable dividend policy
BM: “(the family) owner (anchor-owner) saved the company — mantra. The family’s view about company
success becomes manifested in dividend policy; in bad years no dividend is paid. We have been able to explain
this to minority owners, there has not been much complains. The company has eight thousand other owners.
Even though it is important the company share is attractive also in the future. «
Family owner dewelops the company with along time horizon
BC: “(Family owners has a positive influence to the position of the minority shareholder) at least then when the
minority owner is a holder”
Family’s decision-making power brings continuity to minority investors
BC: “It (family ownership) brings certain continuity to minority investors...we do have foreign owners via
nominee registration but the power to make decisions remains here. ”
Family firms value all types of owners
BM: “All types of investors are needed. A will to activate AGM: to bring about a genuine dialog with other
owners.”
Equality of shareholders is important for a family firm
BC: “a really important guideline for me has always been...that never there would be even the tiniest suspicion
that some shareholder is favored at the expense of others, that is the lowest you can do”
Family firms want to keep all sharehol ders informed
CEO: “We have discussions with other owners, with which we make sure that they are adequately informed.”
The family takes responsibility for business mistakes
BM: ”My dad said that he had been young and dumb, poorly informed. An acquisition failed. My dad
experienced that he had been given false information, to which the listing of the company was based on:
afterwards he took significant debts for his personal responsibility as he didn’t want to betray the minority
shareholders.”
With biased information family ownership may cause underval uation of the stock
CEO: Quotation embedded in the text

The above findings are again much in line with research from private family firms.
There is compelling evidence for example that family firms are more long-term orientated
than non-family firms (Anderson & Reeb, 2003; Gomez-Mejia et al., 2007) and that a long-
term orientation can be a source of positive outcomes and strong performance by family firms
(Le Breton-Miller & Miller, 2006; Zahra 2005). Further, since family members operate with
the expectation that they like to maintain their relationship with the business for a long time
(LeBreton-Miller, Miller, & Steier, 2004), they can be expected to avoid potentially
hazardous moves to boost revenue and resist downsizing expedients that may reduce costs at
the expenses of human capital and employee morale; instead they make far-sighted
investments and other decisions (Miller & LeBreton-Miller, 2006). Further, much like above,
a long-term perspective and feelings of responsibility have been presented as a key source of
unigqueness and competitive advantages for family firms (Habbershon & Williams, 1999;
James, 1999; Gomez-Mejia et al., 2007).

5.5 Relations with tax regulators

There is only one group of stakeholders that is seen as primarily weakening the performance
and long-term success of family firms as compared to other listed firms. This group is tax
regulators. According to our data, words and deeds do not match as it comes to valuing
domestic (family) ownership. As a board chair said:

“Of course the society has some, at least in this Finnish system, it gets inheritance
taxes. And their meaning in the state economy is really small. But it is kind of a
controversial situation as all the political parties speak up for domestic ownership, it is



crazy to sell the company to a foreign owner ... and when you ask them about taxation,
first comes the inheritance tax...”

The inheritance tax is problematic for family firms since it erodes much of the value that
society and different stakeholders can gain through family ownership. In our data, there are
references to economic, symbolic and psychological issues mechanisms through which
inheritance tax works to threaten the success and sustainability of family firms. On the
economic side, the family has to pump out money from the firm to be prepared to pay the
inheritance tax. This is obviously good for the minority stakeholders on the short-term, but
can threaten the entire existence of the entire firm in the long run. As the family wants to be a
good steward of the firm and its resources, it will rather sell its share to pay for the tax. This
is what the inheritance tax encourages the family to do. This means that the family takes an
exit from the important and respected role it has. Here is family sits with a pile of money
without the possibility to use it wisely in the business they know so well. Further, the
inheritance tax works as a message to the next generation not to assume the heavy
responsibility of the face-full and trusted owner and ‘captain of the ship’. It is a way to say,
we (the society) do not value your contribution. You are punished for being a family
business. As a related issue, there is the psychological effect. In this context, the entire family
loses some of its motivation to work for the benefit of all. Paradoxically, our interviewees see
that inheritance tax is not in fact crucial for the amount of collected taxes. Yet, as the decision
of whether or not to continue the business is never easy, it is quite critical for the future of
family businesses.

As for the reasons why family firms are punished, our interviewees have some ideas.
First, it is seen that in Finland there is a quite strong sense of envy for all those individuals
and group that have earned more wealth. This sets the stage for “populism and politicking”,
as a board member put it. It is easy for politicians to gain short-term wins by speaking to that
envy. This is why the inheritance tax is even explicitly referred to as ‘envy tax’. According to
our data, this system works, since the public and politicians have got what they asked for.
Many businesses have been sold out and a lot of money has left Finland. This worries family
business owners, who would like to see Finland filled with both good citizens and good
corporate citizens. This they believe they can do best by having the possibility to act as
responsible owners. This way they will not only maximize the value of other stakeholders,
but also that of the ‘tax bear’.

Table 7. Relations with tax regulators

1storder concepts and the selected representative data

Political parties speak up for domestic ownership, but hinder it with inheritance tax
BC: Quotation embedded in the text
Inconsistent taxation is a threat to active family ownership
BM: ”Dividends. Income taxation, especially capital gains tax. And these are quite a big threat. And there are
cases that suddenly the families think that we get better deal to this ownership by selling the company and
investing to real estate, for example, and just by being passive owners of the real estate company, and whatever
it yields. These funny chains then, the fact that an owner of a listed company is treated differently in taxation
than an owner of a private company, and then there are oddities that if someone owns over 10% or under 10%,
s/he is a different kind of owner in some way ...might be that of cousins some are in different position as it comes
to taxation just because some owns 9% and the other 11%. That kind of flaws should be eliminated *
Taxation should not encourage families to give up if the society wants to keep domestic ownership
BC: "What the society should think, also the politicians, if we want to keep domestic ownership, the taxation
must be designed so that it does not encourage you to give up”
Inheritance tax hinders the transfer of ownership to the next generation
BM: ”inheritance tax in itself, | think that it is a bad tax, as nothing happens in it. If you sell and make a profit,
like we did, we paid one hell of a pot, 240 million as taxes. Then you are happy to pay it. But if your children
continue, then it is kind of cutting of one's nose to spite one's face...and it is this kind of jealousy or something,
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envy tax.
Taxation may be in a balance of power position when the next generation determines what it will do
CEO: “these taxation issues are, you should not be punished for being a family firm. And this transfer to the
next generation, if inheritance taxation is punitive, a death tax is the right name for it. | feel that it is a way to
get family firms for sale. While it is not self-evident that some next generations want to continue the business.
The tax in itself is not crucial. It is about the whole thing, whether | want to commit and the wholeness of the
decision-making of some generation, how should we act? But if the society punishes from it, it (taxation) is
easily in a balance of power position, as the decision is never easy”
Some families sell their firms and become investment companies because of the taxation
BM: ”Oddities, the taxation should be, capital tax should be neutral. And it is an obvious threat. It does happen
for real that some families sell their firms and become investment companies... is it expedient?”
In some cases families hawe to sell their firms in order to be able to pay the taxes
BM: ”The ownership must be inviolable so that you can make whatever you want with it, you can give it away if
you feel like it, in my opinion it is a much better dynamic compared to that the tax authorities say that when this
is transferred, it is not allowed and you have to sell it in order that you are able to pay the taxes. | think that this
causes much bigger problems when it is sold at an unfavorable moment. And not when it is appropriate from the
company perspective, or from the perspective of the operation”
Family businesses must be restarted once in ageneration due the taxation
BC: "Moving outside Finland is easier than ever. And in such a way this, even though we have gone to right
direction and in one sense the companies can make change of generation with their own cash flows more and
more in which case the challenge is that you must (restart) the business once in a generation. In a way it is
possible to deal with this challenge with present system but in our neighbor country it is even cheaper to all
(groups). It has taken (companies) from Finland, it is a fact that this has happened. *
The goal of tax authorities (to nip from wherever they can) may force families to sell their firms
BM: "the goal of tax authorities in matters of inheritance tax and such, for instance, is probably that it is easy
to nip when you kind of can afford it, when money is transferred. But just these irregularities, where some
bureaucrat says that now we make like this, I don’t think that it is good. Then you are forced to sell your
ownership and perhaps even to a bad next owner, or something..."”
Rich heiress view is surprisingly dominant - and misleading
CEO: “The taxation question raised emotions. Especially the continuity of ownership and inheritance taxation.
Rich heiress view is still surprisingly dominant — and misleading”
Itis a misinterpretation that family firms do not want to pay taxes
BM: “It (family business interest group) already speaks about taxation...and it is really difficult as it is
misinterpreted that family firms do not want to pay taxes. It is not about that, we do pay if we make a profit we
pay dividend taxes and we pay all... *

The findings presented above are to great extent consistent with previous studies from the
context of private family firm. That is, how inheritance taxes may hinder business has been
discussed for example by Astrachan and Tutterow (1996) and Soldano (1996). It has also
been put forward that while planning and carrying out an intergenerational succession within
the family is always a difficult process, there is no point in making it even more complex.
Instead, it is important for a society to provide legal system that facilitates transitions of
family companies within the family, in order to cherish the idiosyncratic knowledge of
running a business created within the family (Bjuggren and Sund, 2001).

5.6 Summary of the findings

As introduced, the aim of the qualitative inquiry was to understand how the relationships
business families and their firms have with their stakeholders may promote the performance
of listed family firms. In the above analyses we thereby focused on the following questions:
Which stakeholders are identified as playing a particular role in the success of family
business? How and why do the stakeholders support or hinder the success of family firms?
Manifesting our inductive approach, we followed the findings of our qualitative inquiry in the
listed firm context to see if they find support in literature on private family firms (i.e., those



not listed in the stock markets). Next we will summarize the findings and identified support
from private family business research.

First of all, we found out that the key representatives of listed family firms and owner
families see the customers, employees, collaborators, minority shareholders, and tax
regulators as stakeholders that have a notable role in the comparative performance of the
listed family firm. While the first four are seen as having a positive impact, the tax regulators
are seen as hindering the success and even threatening the existence of listed family firms.

Second, the mechanisms through which the customers, personnel, and collaborators
have a positive impact on personnel seem quite similar. First, the humane values and morals
serve as the basis for corporate purpose in listed family firms. The sacrifices and guidance
provided by the family as the dominant owner of the firm keeps the firm on track for the
sustainable creation of stakeholder value as opposed to quartile success and short-term
shareholder value. This face-full and responsible ownership and the patience and stability is
recognized by the customers, personnel, and collaborators, who thereby welcome the firm’s
invitation to engage in co-creation of value in which all parties win over time. Within this
context of trust and mutuality, products and services are developed to create constantly more
value to the customers, the human resources and partnerships are constantly and diligently
developed to meet this goal and help the firm utilize emerging opportunities. Thanks to
mutual identification and trust, the family firm is able to mobilize these stakeholders in co-
creation of value in ways that face-less non-family firms can hardly copy. This is what serves
to create the performance differences between family and non-family firms in the stock
market context. This may also be noticed by minority shareholders, who seek for secure and
valuable long term investments rather than short-term speculation. It is seen that the entering
of a respected family owner into the dominant position in a firm with previously dispersed
holdings is valued by the minority shareholders, reflecting on the price of stock. However,
thanks to stock market discourses maintaining and reconstructing realities negative to family
ownership the performance effect of family ownership in terms of market valuation and
through minority shareholders may also be negative. There are somewhat similar findings as
it comes to the hindering role of tax regulators. That is, ‘experts’ that tax officials listen to
assume or believe based on certain economic theory that family ownership is a ‘bad” form of
ownership and, thereby, there should be incentives to get rid of it. The solution is inheritance
tax, which creates a lot of problems for owner-families. It encourages the responsible family-
owner to sell its stock. The other option is to pump out money from the firm in order to pay
the tax. The first option makes the firm a regular listed firm and destroys all much of the
value creating social capital described above. The second option erodes the firms potential
from the inside as the money that should be invested in the co-creation of value has to be
taken out paid to the government. Only the minority shareholders win in terms of dividends,
but lose in terms of market valuation. What supports such behavior on the part of tax
regulators is that there is a culture of envy, which makes popular those politicians who favor
inheritance tax.

Research done in the context private family businesses supports many of the above
findings, such as that the family is motivated to satisfy the needs of multiple stakeholders
(Zellweger & Nason, 2008) and sees the business as having an important societal role rather
than simply serving the interests of the family (De la Crus Deniz & Cabrera Suarez, 2005). In
more detail, the notion of customer relationships as a source of competitive advantage
through family’s desire to work with the customers in order to excel in product and service
quality finds support for example in the work of Tagiuriand Davis (1992). The findings on
the advantage providing employee relations find support from private family firm context as
well. A strong family culture in which the sustained well-being of the employees is at the
heart of it (Donckels, 1998; Floren & Wijers, 1996; Guzzo & Abbott, 1990; Miller & Le



Breton-Miller, 2003) can positively impact performance by imbuing non-family employees
with such a clear sense of purpose (Kets de Vries, 1993) and expectation that results in
unparalleled commitment, motivation, and efficiency (Chrisman, Chua, & Litz, 2003). The
collaborator relationship’s positive effects on comparative performance are not contrary to
the findings from private family firms either (Aronoff & Ward, 2000; Arregle et al., 2007;
Berrone, Cruz, Gomez-Mejia & Larraza-Kintana, 2010; Koiranen, 2002; Tagiuri & Davis,
1996). For example notion that family ownership and family name are essential to open
doors, to access markets, and to create important business relationships is found in literature
on private family business (Cabrera-Sudrez, Saa-Pérez, & Garcia-Almeida, 2001; Gomez-
Mejia et al., 2001; Miller & Le Breton-Miller, 2005; Steier, 2001). Further, the reasons for
the support from minority shareholders to family-ownership and the success of listed family
firms are also widely established in the research on private family business — even if not
particularly viewed from minority shareholder perspective. That is, qualities preferred by
many minority shareholders, such as owner-family’s long-term orientation, far-sighted
investment and other decisions and the resulting constant strong performance of the family
firm have been discussed or observed for example by Anderson and Reeb (2003), Gomez-
Mejia et al. (2007), Le Breton-Miller & Miller (2006), Miller & LeBreton-Miller (2006) and
Zahra (2005). Finally, the notion that tax regulators are creating problems in particular for
family firms is not new as one looks into the literature on private family business (e.g.,
Astrachan & Tutterow, 1996; Soldano, 1996). In fact, research on private family business has
made pleas to the society to provide legal systems that facilitate transitions of family
companies within the family, in order to cherish the idiosyncratic knowledge of running a
business created within the family (Bjuggren and Sund, 2001).

6 Discussion and conclusion

In the light of our findings, it is to be questioned whether agency theory (e.g., Jensen, 2001;
Jensen & Meckling, 1976) could provide sufficient understanding of the listed firms and their
performance (Shleifer & Vishny, 1997). In particular as we focus on a sub-group of listed
firms such as here that of listed family firms, a richer framework is required. In this respect,
our work supports the existing ideas (e.g., Bingham, Gibb Dyer, Smith, & Adams, 2011; Chu,
2009; Pukthuanthong et al., 2013; Venanzi & Morresi, 2010) according to which much of the
required explanatory power is and could further be found in stakeholder theory of the firm
(Freeman, 1984, 1994).

In more detail, there is face-validity in the ideas (e.g., Bingham, Gibb Dyer, Smith, &
Adams, 2011; He et al., 2011) that listed family firms create value to a variety of stakeholders
(e.g., customers, employees, and collaborators). Further, family business representatives
themselves see that different stakeholders notice the difference, thereby confirming the
notions of Miralles-Marcelo et al. (2014). Most importantly, we bring forth that the
stakeholders reciprocate with favorable attitudes and behaviors towards the listed family firm,
which then help explains the performance differences between them and public non-family
firms. As a novel idea to the knowledge of listed firms, minority shareholders can actually
feel more at ease as they know — just as the other stakeholders have been claimed to know
(Andres, 2008; Hearn, 2011; Lee, 2006; Venanzi & Morresi, 2010) — that the face-full,
trustworthy, responsible, self-sacrificing and hard-working owner assumes (over generations)
the role of the captain of the ship and mobilizes other stakeholders in joint creation of mutual
value — in a ‘cooperative climate’ (Miller & Le Breton-Miller, 2006) and under an ‘implicit
contract’ Lee (2006) — while keeping the eye on the horizon and avoiding the rocks that an
opportunistic agent with no identity risk involved might not sufficiently worry about. This
idea supports the previous notions of principal-principal based interest alignment in listed



family firms (Chu, 2009; Hearn, 2011) and is strongly against the assumptions of agency
theory (Fama & Jensen, 1985; Morck et al., 2005; Morck & Yeung, 2003; Villalonga &
Amit, 2006). This is something that is worth looking into in more detail in the future — from
the perspective of minority shareholders themselves. Our work leads to believe that for those
investors who seek to find a ‘safe harbor’ to ‘anchor’ their wealth and enjoy steady increase
of its value, listed family firms are a fit. This is might be an interesting lead in particular to
researchers and practitioners of investor marketing. These researchers and practitioners might
also follow up on the notion that stock market discourses maintain and reconstruct realities
negative to family ownership — perhaps due to particular actors mobilizing agency theory in
their games in the market. As a related issue, is would be worth investigating in depth why
family firms are sometimes undervalued in the stock market even if their performance
otherwise would not support it.

Amongst the most interesting findings, and one that is somewhat contrary to the idea
that the motivations of the broader society and political actors are aligned with the interests of
the listed family firm (Chu, 2009; Hearn, 2011), is the finding that tax regulators actually
erode the potential of listed family firms and may even kill them as such (i.e., as family-
owned firms). This finding does find support from research on private family businesses
(Astrachan & Tutterow, 1996; Soldano, 1996). As an even more original finding, some of the
reasons put forward in our research material are related to the hegemonic position of those
economists who advice regulators to create tax incentives for owner-families to let go of their
firms and their dominant position. If the owner-families choose to pump out money in order
to keep their position, this is what works against the interests of the minority shareholders
with an eye on long-term value. In this sense, the government might actually be pushing the
family owner to behave in some respects as predicted in agency theory — to secure its own
future while neglecting the interest of the minority shareholders (Claessens et al., 2000;
Faccio et al., 2001; Johnson et al., 2000b; Mitton, 2002).

Evidently, elaborating what we discussed above, it is highly questionably if agency
theory based codes and practices will work to the benefit of the society as it comes to listed
family firms. For research and policy, it would be important to study in a broader scale how
not so fit policies have served to destroy social and human capital and decrease the welfare of
stakeholders who have previously benefitted of family ownership. On might ask: to what
extent is institutional protection of minority shareholder (La Porta et al., 2000) required in
context where trust and social capital are at the heart of organizing? Further, our work seems
to provide a lesson for all. Reflexivity is highly important both in the academic work and its
application. Further, the relationship that listed family firms have with regulators is an area of
research and policy where institutional theory would be useful — both in terms of how the
listed family firms might gain more legitimacy in the eyes of regulators and how listed family
firms and the society at large could promote such intellectual framings that are fit to
understanding and governing listed family firms. Our findings support the ideas from private
family business research (Bjuggren & Sund, 2001) according to which societies could benefit
from the introduction of legal systems that allow the owner-families to more conveniently
utilize their unique position and continue their important role in the co-creation of value.
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Family business is a growing field of research focused on investigating organizations that result from a
fusion of family and business systems. Although it is central to the field, there is lack of theoretical clarity
on the nature of this fusion beyond the social systems approach. The interaction between the family and
the business is seen as a promising unit of analysis. The F-PEC scale has made important contributions in
this area by providing a standardized instrument for the purpose of measuring family influence.
However, in our view, the F-PEC is most suitable for measuring potential, as opposed to realized or actual,
family influence. We introduce collective psychological ownership of family over business (F-CPO) as a
construct that comprehensively captures the fusion between family and business and reflects the
realized family influence on and in interaction with the business. We examine the routes leading to F-
CPO, explore its linkages with the F-PEC scale, and discuss opportunities for advancing measurement and
theory in family business research.
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1. Introduction

Using a systems perspective, early research suggested that
family business consists of overlapping subsystems with clear
boundaries between family and business at a basic level (Davis,
1983) and between ownership (Lansberg, 1983; Tagiuri & Davis,
1996) and management (Beckhard & Dyer, 1983) at a more
complex level.! Despite the important contributions of this
literature, more recent conceptualizations hold that when family
and business come together, boundaries become blurred (Ruther-
ford, Kuratko, & Holt, 2008), and the two systems eventually “fuse”
to give birth to a new organizational entity, the “family business”
(Pieper & Klein, 2007). As a result, family and business systems are
“inextricably intertwined” in family business (Olson et al., 2003:
653) to the point of forming a single system. Recent empirical
research supports this perspective. For instance, Basco and Pérez
Rodriguez (2009) show empirically that family enterprises that
emphasize family and business as a whole enjoy relatively better
family results and similar business results as those enterprises that
limit their governance the business. Despite these encouraging
findings, and although this concept is central to the field, there

* Corresponding author. Tel.: +358 5 6211.
E-mail addresses: noora.rantanen@lut.fi (N. Rantanen), iiro.jussila@lut.fi
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' For a comprehensive review of this body of literature, the reader is referred to
Pieper and Klein (2007).
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remains a lack of conceptual clarity on the fusion of family and
business.

The interaction between the family and the business is a
promising unit of analysis. As a unit of analysis, it offers
opportunities to explore the fusion between family and business
in greater depth and to better specify the family business field’s
domain. In fact, early family business knowledge took root as
scholars observed that many entrepreneurs involve members of
owners’ families in the business (Miller & Rice, 1967) as owners,
managers or employees (e.g., Chrisman, Chua, & Steier, 2003; Chua,
Chrisman, & Sharma, 1999; Westhead & Cowling, 1998). Building
on observations of business succession, family firms have been
characterized as firms in which the founder and/or the founder’s
descendants have a major role in running the organization (e.g.,
Randey and Goel, 2003). Overall, family involvement in business
has been understood to be a key factor distinguishing family firms
from other organizational forms (Astrachan & Shanker, 2003;
Sharma, 2004; Westhead & Cowling, 1998). Yet, this understanding
never crystallized into a single, commonly accepted definition.
Instead, family business researchers have to work their way
through a “jungle” of competing theories and definitions of family
involvement and influence (Rutherford et al., 2008).

Three broad definitional approaches to family involvement can
be distinguished (for a classification on the first two approaches,
see Chrisman, Chua, & Sharma, 2005). First, there is the
components-of-family-involvement approach, which suggests
that family involvement distinguishes a family business from a
non-family business. The components refer to the channels
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through which a family can influence a business: namely,
ownership, governance, management, and transgenerational
succession (Chua et al., 1999). Second, there is the essence-of-
family-involvement approach, which focuses on the influence of
family involvement on the behavior of the firm. The essence refers
to the distinctive characteristics that arise from family influence in
the business. Finally, Astrachan, Klein, and Smyrnios (2002) take a
more integrative approach. These authors suggest that the extent
to which any firm is a family business is reflected in the level of
family influence on the business and its operation. Astrachan et al.
(2002) provide a multidimensional measurement instrument, the
Family-Power, Experience, Culture (F-PEC) Scale, which enables
the assessment of family influence on a continuous scale (for scale
items, see Klein, Astrachan, & Smyrnios, 2005: 328). According to
this approach, a family can influence the business through three
channels: (1) Power (family ownership and family involvement in
the board of directors and top management team), (2) Experience
(number of “survived” successions and number of family members
contributing to the business), and (3) Culture (the overlap between
family and business values and the family’s commitment to the
business).

Although the F-PEC scale has emerged as a widely used solution
to the family business definition problem and has considerably
advanced the measurement of family influence (e.g., Holt,
Rutherford & Kuratko, 2010; Klein et al., 2005; Klein, 2003; Pieper,
2003; Varamadki, Pihkala & Routamaa, 2003), it is not without
weaknesses. The starting point for this paper is the remark made
by Rutherford et al. (2008) that the “F-PEC scale measures only the
‘potential’ family influence” (p. 1105). In other words, the F-PEC
measures how a family might affect the business. The F-Power and
F-Experience subscales, in particular, contain rather descriptive
and formal measures (e.g., the percentage of family share
ownership or generation active in the business) that do not
capture the extent to which the influence potential is actually
realized. The F-Culture subscale seems better suited towards this
purpose in that it captures a number of attitudes or intentions (e.g.,
“Family members are willing to put a great deal of effort beyond
that normally expected in order to help the family business
succeed”) that may predict actual influence. However, the F-
Culture subscale also fails to measure realized influence. In our
view, the lack of attention to realized or actual family influence is
problematic. If the potential is not realized, one can ask: what is the
difference between a family business and any other business?
Therefore, we set out to complement existing knowledge by
identifying a construct that can help overcome the above-listed
shortcomings and weaknesses of established approaches to
defining family business.

In this paper, we propose collective psychological ownership
(CPO) as a construct capable of measuring realized family
influence, thereby adding clarity to the definition of family
business. According to Pierce and Jussila (2010), CPO is a socially
constructed cognitive structure coupled with an emotional or
affective sensation. It is a collective sense of possession (e.g., “My
partners and [ sense that this firm is collectively ours!”), in which a
“fusion” between the subject and the object of ownership exists. In
other words, it is hard to distinguish between “us” and the target
thatis “ours”. In this paper, the subject of ownership is not just any
collective, but the family. Further, the object of ownership is not
just any tangible or intangible entity, but the business. Therefore,
we introduce collective psychological ownership of family over
business (F-CPO) as a specification that fits the purpose of our
research.

The proposed F-CPO construct helps overcome some of the
weaknesses of the F-PEC approach. According to Pierce and Jussila
(2010), CPO is an outgrowth of collective action (interaction)
focused on a target of ownership with which members of a clearly

defined social entity engage. CPO is not seen as emerging from any
action, but from (1) collective control over a target of collective
possession, (2) interdependent investment (of energy, time,
intellect, skills, and physical resources) into that target, and (3)
inter-subjective familiarization (knowledge processing) with the
target and personalization of that target. Also, Pierce and Jussila
(2010) point out that the members of the social entity (in the
present case, the family) must recognize that they participate in
the collective action as a member of that entity, which has
psychological significance for them (cf. Gibson, 2001; Gibson &
Earley, 2007). Therefore, F-CPO can be seen as indicating realized,
rather than merely potential, family influence on the business (i.e.,
how a family de facto affects the business). Further, F-CPO captures
a broader range of interactions in addition to the collectivity,
identification, and interdependence among family members in
interactions with the business. As will be shown later on, and as
stated by Pierce and Jussila (2010), the motives for a collective
psychological state of ownership extend beyond the drivers of
socioemotional wealth (Gémez-Mejia, Haynes, Naifiez-Nickel,
Jacobson, & Moyano-Fuentes, 2007) and help extend current
knowledge on non-financial goals in family business (Astrachan,
2010).

By introducing the F-CPO construct to family business research,
we follow Pieper’s (2010) notion that family business research
would benefit from a broader theoretical base and that a
psychological approach seems particularly well suited for this
purpose. We also follow Moores (2009) in the sense that our
approach is family-centric and not limited to defining family firms,
but also aimed at understanding some of the consequences of
family influence for family business behavior and strategy. We
believe the F-CPO construct provides future family business
research with valuable avenues to explore in terms of (1)
advancing measurement in family business research, (2) advanc-
ing theory on the inherent purpose of family firms (i.e., identifying
the most fundamental reasons for the existence of family firms),
and (3) explaining a variety of motivations, attitudes, and
behaviors (some positive and some negative) in family business.
Each of these avenues will be discussed in greater detail.

The paper is organized as follows. We start by briefly reviewing
the literature on psychological ownership, and collective psycho-
logical ownership in particular, which will serve as theoretical
foundations for this article. Then, we address our key theoretical
contributions by (1) defining collective psychological ownership of
family over business (F-CPO) and showing how the construct adds
to the current knowledge on family involvement in business, (2)
discussing the motivational base of F-CPO and discussing how it
contributes to current knowledge on non-financial motives in
family business, and (3) elaborating on the linkages between the
three sub-dimensions of the F-PEC scale and F-CPO. Finally, we
conclude by discussing the utility of our work to future research of
family business.

2. Collective psychological ownership in organizations

Thereis a growing body of literature shedding light on ownership
as a psychological phenomenon (Pierce & Jussila, 2011). In their
work on employees’ possessive feelings in organizations, Pierce,
Kostova, and Dirks (2001) introduced psychological ownership as an
individual-level construct. The authors note that employees may
experience feelings such as “This firm is mine!” Psychological
ownership is a state of mind experienced by the individual holding a
feeling of possessiveness. Under certain conditions discussed below,
this feeling can develop towards any target - tangible or intangible
(Pierce, Kostova, & Dirks, 2003). According to Pierce, Jussila, and
Cummings (2009), psychological ownership as an individual-level
construct (individual psychological ownership, or IPO) can be used
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to explain a rich number of motivations, attitudes, and behaviors.
Some of these behaviors and attitudes are positive, while others are
negative for the employee and the employing organization. Some of
the variables studied in this context include internal and intrinsic
motivation, job satisfaction, organizational commitment, organiza-
tion-based self-esteem, sense of responsibility, burden of responsi-
bility, attendance, in-role performance, extra-role behaviors,
personal risk and sacrifice, promotion of change, resistance to
change, and territorial behaviors (for literature on these variables,
see the reference list by Pierce et al., 2009). Recently, Sieger,
Bernhard, and Frey (2011) applied this line of research to family
business in a study on non-family employees’ justice perceptions.
The authors used psychological ownership as a mediator in the
relationships between justice perceptions (distributive and proce-
dural) and common work attitudes (affective commitment and job
satisfaction).

In their book on psychological ownership and the organiza-
tional context, Pierce and Jussila (2011) describe the development
of the psychological ownership construct. Importantly for this
paper, the authors explain that the construct emerged from the
insight that formal ownership creates merely the potential for an
intimate connection between the employee and the organization.
This connection is desired by employers and believed to result
from employee stock-ownership (ESOP) arrangements and to
produce some of the positive effects listed above. However, Pierce
and his colleagues (Pierce, Rubenfeld, & Morgan, 1991; Pierce et al.,
2001) reached two important conclusions regarding the develop-
ment of this intimate connection. First, it is the interaction
between the employee and the employing organization rather than
formal ownership that results in the desired outcome (the “fusion”
between the employee and the organization and the attitudinal as
well as behavioral consequences of that “fusion”). Second, this
interaction (more specifically, exercising control over the organi-
zation, coming to intimately know the organization, and investing
one’s self into the organization) might be promoted by formal
ownership, but does not automatically follow from it. Therefore,
psychological ownership indicates realized, as opposed to merely
potential, employee interaction with the organization. Moreover,
the fusion between the subject and the object of ownership
resulting from their realized interaction helps more fully explain
the motivations, attitudes and behaviors of employees that are
believed to stem from legal ownership rights such as stock-
ownership (cf. Pierce et al., 2001).

Another recent development is the extension of psychological
ownership theory beyond the individual level. Based on data from
co-operative contexts (e.g., accounts of a strong collective sense of
possessiveness among members of a small local co-operative bank
undergoing a merger), Jussila (2007) identified the need to develop
a construct that captures psychological ownership as a collective-
level phenomenon. Based on Altman (1975) and Brown’s (1987)
discussion of territoriality (i.e., a set of social behaviors that stem
from psychological ownership; see Brown, Lawrence, & Robinson,
2005), Pierce and Jussila (2010) went on to propose that feelings of
ownership also exist at the group level, using street gangs as an
example of social entities that come to a collective sense of
ownership over certain neighborhoods (cf. Thrasher, 1927). It is
this proposal that we are following in the present paper.

We believe the above arguments on the relationship between
formal ownership and the fusion between the subject and object of
ownership are particularly relevant to the study of families in
business. We propose that families are likely to develop collective
feelings of shared ownership towards the businesses they legally
own. To substantiate our proposition, we draw on the emergent
literature on collective psychological ownership (CPO) to introduce
the F-CPO construct. This construct will play a central role in the
development of the conceptual arguments advanced in this paper.

We will start by defining the CPO construct and proceed with a
discussion of the reasons for the existence of a collective
psychological state and the routes through which this state
emerges. A detailed discussion of the consequences of F-CPO (e.g.,
for family business performance) is beyond the scope of this paper.
However, we wish to note that virtually all of the consequences
that have been associated with IPO may manifest themselves in
association with CPO (Pierce & Jussila, 2010). We will touch on
some of these consequences in our conclusions.

2.1. Definition of the CPO construct

Collective psychological ownership (CPO) is defined as the
collectively held sense among members of a group that a target of
ownership (or a piece of that target) belongs to the group as a
whole (modified from Pierce & Jussila, 2010). CPO is a socially
constructed cognitive structure (a collective mind-set) that is
based on cognitive interdependence (cf. Berger & Luckmann, 1966;
Gibson, 2001). Further, CPO transcends the limits of individual
cognition/affect through “group processes involving the acquisi-
tion, storage, transmission, manipulation, and use of information”
(Gibson, 2001: 122). These processes result in shared feelings,
knowledge and beliefs about the target of ownership and the
individual and collective rights and responsibilities in relation to
that target. The emotional sensation associated with the state is
seen as being ‘infected’ (transferred) via affective communication
in face-to-face meetings among the members of the owner-
collective. Affective communication includes both the verbal and
non-verbal ‘language’ that is used to transfer affective states.

2.2. Primary reasons for the existence of CPO

Previous literature specifies four motives that help us under-
stand why personal feelings of individual ownership (IPO) arise
under certain conditions (see also Pierce et al., 2001, 2003). The
motives are as follows: (1) efficacy and effectance (e.g., Furby, 1980;
Isaacs, 1933; White, 1959), (2) self-identity (e.g., Dittmar, 1992;
Mead, 1934), (3) home (e.g., Ardrey, 1966; Darling, 1937, 1939;
Duncan, 1981; Heidegger, 1967; Polanyi, 1962), and (4) stimulation
(e.g., Jussila & Tuominen, 2010; Pierce & Jussila, 2011). The first
motive underlying possession is that possessions allow the
individual to experience causal efficacy and control. Moreover,
individuals have a need to self-determine and maintain a sense of
self over time. Possessions help us do this because “the things that
surround us are inseparable from who we are” (Csikszentmihalyi &
Rochberg-Halton, 1981: 16). Third, ownership and the associated
psychological state can also be explained (in part) in terms of the
individual’s motive to possess a certain territory or space. It is in
the presence of our possessions that we feel ‘at home’. Finally,
ownership serves yet another human need: the need for
stimulation (activation or arousal). The targets of ownership serve
as ‘the storehouses of life’s meanings.

While the above-listed four meanings and motivations
highlight individuality, Pierce and Jussila (2010) point out that
human existence is, to a large extent, a social phenomenon
(Heidegger, 1967). In other words, orientations to contexts,
relations of meaning to experience, and guidelines for action are
in part a result of an intersubjective process - one that involves
negotiations between social actors. The need for intersubjective
existence (i.e., the emergence of “us”) and negotiation makes
individuals search their environment for cues to their social
categorization (cf. Tajfel, 1978). Because collective possessions
(extensions of “us”) provide individuals with such cues and help
orient them to contexts, give meanings to experience, and guide
their action as collective entities, the meaning and motivation for
collective possession is found in the sense of social identity (Furby,
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1980; Tajfel, 1982). Thereby, Pierce and Jussila (2010) point out
that one additional motive - the need for social identity - needs to be
present for CPO to develop.

However, Pierce and Jussila (2010) also point out that because
collective possession is intersubjective, the motivation for collective
possession cannot be found in social identity alone. Instead, the need
for social identity has to be coupled with one or more of the other
motives for possession (efficacy and effectance, self-identity, home,
or stimulation). Further, the above-mentioned motives are not the
direct cause of collective feelings of shared ownership. As the
primary reasons for collective ownership and the associated
psychological states, these motives simply facilitate the collective
action that leads to the emergence of CPO (Pierce & Jussila, 2010,
2011). The ways in which this collective sense of possession comes
into existence will be discussed in the following section.

2.3. The routes through which CPO emerges

Pierce and Jussila (2010) have identified three routes leading to
CPO. These routes consist of (1) collectively recognized shared
control over the target of ownership (e.g., “We (my teammates and
I) make decisions concerning our work together as a group”), (2)
collectively recognized shared intimate knowledge of the target
(e.g., “We (my teammates and I) interactively process information
concerning our work to develop a shared understanding of it”),
and/or (3) collectively recognized shared investment of the
different group members’ selves into the target of ownership
(e.g., “We (my teammates and I) invest ourselves in our work
interdependently, making it a collective creation”). Pierce and
Jussila (2010) acknowledge that the individual and his/her
motives, relationship with a social entity, and relationship with
the target play an important role in the formation of CPO. This
collective state can only manifest itself in an inter-subjective
context, because it represents a collective-level phenomenon.
Thereby, it is not enough that an individual sees oneself and wants
to be seen as a part of a group or certain social entity. Instead,
collective cognition must develop and the group must become
aware of its existence as a group in which its members
experiencing a sense of “us.” Thereby, for CPO to develop, each
member of the collective must recognize that there is a clearly
defined “us” that acts as an interdependent collective. Therefore, it
is assumed that, at the psychological level, a group is a cognitive-
structural entity among individuals (Tajfel & Turner, 1979).

Hence, Pierce and Jussila (2010) specify four boundary
conditions for the development of CPO. The authors argue that
collective feelings of ownership are more likely to occur in the
(in-group) presence of (1) collectivistic values, (2) collective
identification, (3) chemistry and cohesiveness, and (4) task and
goal interdependence. The reasoning is as follows. First,
collectivistic individuals prefer collective goals, collective
actions, and intimacy with other members of a social entity
(Triandis, 1995). Second, individuals in the process of collective
identification see and feel themselves as a group and are defined
by others as one (see Simon et al., 1998). Third, individuals
experience mutuality within a cohesive group with high levels of
chemistry. Mutuality consists of a high degree of closeness, unity,
rapport, bonding, trust, respect, appreciation, and care. Fourth,
under the conditions of high interdependence required to
effectively communicate, share knowledge and control, jointly
plan a course of action and solve problems (see Thompson, 1967;
Wageman, 1995), people are attracted to and want to remain a
part of the group. Pierce and Jussila (2010) argue that it is under
these four conditions that the motivations of the individual
actors become collectivized around the target of ownership (cf.
Parsons & Shils, 1951) and allow the development of collective
feelings of shared ownership.

In the following section, we turn our attention to blending the
CPO construct with family business research. We start by defining
collective psychological ownership of family over business (F-CPO)
and discussing the suitability of the construct for analyzing the
“fusion” between family and business that is so fundamental to a
family business. We also discuss how the F-CPO construct
advances our knowledge of non-financial motives in family
business. Further, we develop the connection between the newly
introduced F-CPO construct and the subdimensions of the
established F-PEC scale and discuss potential extensions and
contributions to extant theory.

3. F-CPO as a key defining construct of family business

Entrepreneurial contexts tend to foster feelings of ownership.
Kets de Vries (1993), among others, argues that, for many founder-
managers, the enterprise becomes part of their core identity (i.e.,
an extension of the self). The argument is plausible given that
entrepreneurs typically invest not only tangible resources but also
their skills, time, energy, passion and innovative capabilities and
implement social structures, norms, and values in the business
(Schein, 1983). Further, entrepreneurs often have unilateral
control over their firms. Finally, entrepreneurs develop an intimate
understanding of their business that reflects who they are as
individuals. Therefore, while an under-researched topic, we
believe that an entrepreneur can see her needs for efficacy and
effectance, self-identity, home, and stimulation being served by
the business. This in turn leads her to take psychological ownership
of the business and eventually results in a fusion of the
entrepreneur with the business.

3.1. F-CPO and the fusion of family and business

A fusion between the owner and the business is also likely to
exist in family business, which can be considered a form of
collective entrepreneurship (see Moores, 2009; Olson et al., 2003;
Rutherford et al., 2008). The fusion between family and business
systems in family business is evident in empirical research (e.g.,
Basco and Pérez Rodriguez, 2009), which shows that families who
manage their business like a “family business” as a whole are more
successful than those who manage family and business separately
from each another. Notably, this fusion has been related to the
connection between two social systems: (1) the family and (2) the
business (cf. Carmon, Miller, Raile, & Roers, 2010). The business (as
a social entity) is seen as of great socioemotional value to the
family (Gbmez-Mejia et al., 2007). From a psychological ownership
perspective (Pierce & Jussila, 2010), the fusion between family and
business relates to a fusion between the family as a social system
and the business as a both social and physical entity.

3.1.1. Conceptual clarity to family business

We propose that using a CPO perspective (Pierce & Jussila, 2010)
can bring additional conceptual and theoretical clarity to the nature
and consequences of family influence on the business. From this
perspective, the fusion between the family and the business can be
described in terms of CPO of family over business (F-CPO). We define
F-CPO as the collectively held possessive sense (feeling) among members
of a family that a particular business (as a tangible and intangible
possession) belongs to the family as a whole and is an extension of that
family. F-CPO is a family-centric specification to CPO, which is
grounded in the work by Pierce and Jussila (2010), and thus does not
represent a new construct per se. The contribution of this article is
the application of CPO to the family business context. As such, F-CPO
highlights the central fact that, in the area of family business
research (cf. Astrachan, 2010; Moores, 2009), it is the family that
holds the collective feelings of possession towards the business. It is
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also noteworthy that the business (as a target of possession) is seen
here not only as a social system consisting of intangible dimensions
(e.g., relationships, values, policies, strategies, knowledge, and ways
of doing), but as a variety of both intangible and tangible elements,
including buildings, grounds, facilities, machines, and tools.
Therefore, with F-CPO we refer to the fusion between the family
and the business (organization) as a whole (for dimensions of
organization, see Hatch, 2006). As will be discussed in the following,
families, like other groups, are in search of territorial satisfactions
(i.e., home and stimulation) that the possession of a physical
environment can provide to them (for more discussion on territorial
satisfactions, see Porteous, 1976).

3.1.2. The need for a family ‘home’ and ‘stimulation’ as additional
motives in family business

Gomez-Mejia et al. (2007) introduced the notion of socio-
emotional wealth to show that families in business have motivations
for being and staying in business that extend beyond purely
economic motivations. In the view of these authors, as family and
business come together, the resulting social entity provides family
members with a satisfaction of a number of social needs such as
social identity (social categorization) and authority (social control).
Further, Gomez-Mejia et al. (2007) suggest that family business
serves the perpetuation of family values through the business
(Handler, 1990) and the preservation of the family dynasty (Casson,
1999). These ideas are consistent with a number of other studies
(e.g., Anderson & Reeb, 2003; Habbershon & Pistrui, 2002; Westhead
& Cowling, 1998) showing the prime objectives and motives of
family business owners are to stay in power for extended periods of
time, maintain their lifestyle as owners, and pass on the family
business as a legacy to succeeding generations.

As our earlier discussion indicates, the above motivations can
also be seen as related to the F-CPO construct. The work of Pierce
and Jussila (2010) leads us to believe that a family business
(through family action) can satisfy family members’ needs for
social identity coupled with their needs for control and self-
identity. When collectivized, a family business can satisfy their
needs for collective control and preservation of their collective
selves. Apart from these motivations, the CPO framework (Pierce &
Jussila, 2010) suggests an additional motivational base: the need
for home (a collective dwelling place, or “shelter”). A family may
find that the business (including its physical elements) satisfies
this need as well. The need for stimulation (activation and arousal)
that a family may find in the business (as a storehouse of life’s
meanings) is another territorial satisfaction (Porteous, 1976)
suggested by CPO. From an emotional perspective, the business

can provide entertainment to the family by being a repository of
their memories of the past (Pieper, 2007). As the business needs to
be taken care of, organized, and defended (e.g., against competitors
or anyone threatening the survival of business), it serves as a
source of stimulation for the family (cf. Pierce & Jussila, 2011).
Taken together, we believe the above motivations provide a more
comprehensive explanation of the particular motives and non-
economic goals in family business.

3.1.3. Revisiting the remaining gap

As stated earlier, in the attempt to solve the family business
definition problem, the interaction between the family and the
business is seen as a promising unit of analysis. Moreover, the F-PEC
scale has emerged as a suitable tool for measuring family influence
onbusiness. However, the fact that the F-PEC scale (Klein et al., 2005)
captures potential as opposed to realized or actual family influence on
business remains a problem. In the following sections, we develop
the connection between each of the F-PEC subscales (F-Power, F-
Experience, and F-Culture) and F-CPO to show how and why F-CPO
indicates realized family influence on the business, rather than
merely potential influence. We also show that F-CPO is an
aggregated indicator that captures a broader range of interactions
between family and business. We also show that F-CPO captures the
collective identification and interdependency of family in business.
Fig. 1 summarizes our approach. The reader should note, however,
that the connections of each of the F-PEC subscales to F-CPO are
depicted in a simplistic manner reflecting the choices we made in
this paper. Inreality, and as will be noted in the following discussion,
each of the dimensions of the F-PEC has the potential to contribute to
several of the paths to F-CPO. These paths are likely to be
intertwined. However, to avoid repetition, we have chosen to
develop a connection between each subscale and the route to F-CPO
that we think is most suitable for this particular subscale. Power is
linked to collective control, experience is linked to intersubjective
familiarization, and culture is linked to interdependent effort.
Throughout the following sections, we also revisit the reasons for the
“fusion” between family and business. We discuss the role of the
motives for F-CPO (i.e., the motives for CPO as put forward by Pierce
& Jussila, 2010) in facilitating the actual interaction of the family
with the business that creates the “family business” and makes the
family in business a “business family”.

3.2. The link between F-Power and F-CPO

Astrachan et al. (2002) argue that “a family can influence a
business via the extent and quality of its ownership, governance,

Indicators of potential family

Indicators of actual

Aggregated indicator of

influence family influence realized family influence
F-PEC | _______ Collective
Power Subscale control

F-PEC
Experience Subscale

Intersubjective
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F-CPO

F-PEC
Culture Subscale

Interdependent
effort

Fig. 1. The connection between F-PEC and F-CPO.
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and management involvement” (p. 48). Following this notion, a
family’s power in business is seen as manifested in (1) the
percentage of family share-ownership, (2) the percentage of family
on the board of directors, and (3) the percentage of family on the
management team. Together, these items compose the F-Power
subscale (Klein et al., 2005: 328).

3.2.1. Ownership

In family business research, ownership is often thought of in
terms of legal direct (family owning the actual company) or
indirect (family owning through other entities, e.g., trusts, holding
companies, or other firms) ownership (Klein et al., 2005). It is
believed that the relatively large ownership stakes in the business
held by members of the same family group provide the family with
substantial control over the firm's strategy and behavior (Ward,
2004). Further, it is believed that family influence is a continuum
ranging from relatively weak to strong influence (e.g., Chua,
Chrisman, & Chang, 2004; Chua, Chrisman, & Steier, 2003). As
Barnett and Kellermans (2006) argue, “although some degree of
family influence exists by definition in family firms, not all family
firms exhibit strong characteristics of a family influence” (p. 839-
840). Therefore, the percentage of family share-ownership seems
like a convenient measure for family influence. It is assumed that
the greater the percentage of family shareholding, the greater the
family’s influence over the business. To what extent this
assumption that ownership equals influence actually reflects
reality is not entirely clear. As Chua et al. (1999) point out, “A firm
wholly owned by a family may be treated as a passive portfolio
investment. At the other end, a family-managed but not family-
owned firm may be operated predominantly to pursue the
aspirations of the family managing the firm” (p. 22). “Therefore,
family ownership may only depict a family’s potential to influence
a family firm (Zellweger, Eddleston, & Kellermanns, 2010).

According to Rudmin and Berry (1987), ownership typically
means the ability to use and to control the use of objects. Here, we
would stress the word ability. In other words, having the right to
use and control the use of an object (e.g., a business) is not the same
as using that right and actually exercising control over that object.
Therefore, as an analogy to Pierce et al’s (1991) insight on
employee ownership, family shareholding does not necessarily
lead to actual family influence over the business such that would
create the essence of family business (Chrisman et al., 2005) and
lead to a fusion between family and business (F-CPO). However,
formal ownership (shareholding) may be seen as an antecedent
condition because it provides the owner with the ability to control
the target of ownership and may lead to a “fusion” between the
owner and the target of ownership (Jussila & Tuominen, 2010). This
antecedent role speaks to the use of the portion of family
ownership as a measure of family influence if the measurement
of realized influence is not possible.

F-CPO reflects collective control over the business and can be
used to indicate - on a continuum from relatively weak to strong
collective feelings of shared ownership - the extent to which the
family has actually exercised its ability to control the firm over
time. As will be elaborated in more detail in the following, F-CPO
also indicates the extent to which that control has been exercised
interdependently and in the capacity of family membership
(according to the interests of the family collective). Under these
conditions, the business may simultaneously serve family mem-
bers’ need for social identity and efficacy and effectance (control),
which partly motivate collective possession and create socio-
emotional wealth (cf. Gomez-Mejia et al., 2007).

3.2.2. Governance and management
It is believed that family owners often have a deep emotional
investment in their companies (Bubolz, 2001). Their family’s

fortune, personal satisfaction, and even public reputation are tied
to the business (Ward, 2004). It is also believed that, due to
significant shareholdings, family owners have the incentive,
power, and information to control the business and its managers
(e.g., Anderson & Reeb, 2003; Morck, Shleifer, & Vishny, 1988).
Therefore, the proportion of family members on the board and
management team (Klein et al., 2005) might be considered
appropriate measures for family influence. In our view, however,
it should not be taken for granted that having governance and
management positions occupied by family members immediately
leads to realized family influence on business (cf. Zellweger et al.,
2010).

Further, it does not follow immediately that there is a collective
understanding that “we are a family firm” and that the
representatives of the family act in the capacity of a family
member and representative. According to Zellweger et al. (2010),
“a family firm identity that integrates participative decision-
making may foster a strategy process that builds familiness” (p.
58). However, not all families develop uniqueness, inseparability,
and synergy through family involvement and interactions. Indeed,
there are families with authoritarian leadership cultures that tend
to monopolize strategy-making and other decision processes in the
hands of one or a few individuals. Under such conditions, a single
family member is likely to be the dominant individual in the family
and the business (Tagiuri & Davis, 1992). Therefore, the norms and
values found in the business are rather personal as opposed to
collective, and the organizational decisions are not collective
family decisions, but dictated by a single leader or small leadership
group (cf. Kets de Vries, 1993). Under such conditions, the business
is less likely to reflect the collective identity of the family and more
likely to reflect the individual identity of the dominant leader(s). In
our view, this severely restrains the potential for other individuals
to see their motives for efficacy and effectance (competence)
served in the business.

The contribution of F-CPO is that it indicates the extent to which
a family’s control over a shared possession (the business) is
realized and the extent to which that realized control is, in fact,
collective. Such control is collective if it is exercised by the business
family as a whole. This is an important feature because the key
question for “family business” is to what extent control is
exercised in a manner that makes the enterprise an extension of
the family collective, as opposed to that of a dominant individual.
Ownership, governance, and management involvement may also
offer opportunities for family members to develop a collective
sense of possession through intersubjective familiarization with
the business and interdependent effort put into the business. To
avoid repetition, however, we discuss these routes to F-CPO in
connection with the other F-PEC subscales. In the next section, we
develop the linkages between F-Experience and F-CPO, highlight-
ing the role of intersubjective knowledge processing and
familiarization with the business.

3.3. The link between F-Experience and F-CPO

The F-Experience subscale “relates to succession and to the
number of family members contributing to the business” (Klein
et al,, 2005: 325). According to Barnett and Kellermans (2006),
experience refers to “the cumulative family memory that is
available to an organization” (p. 839). In Astrachan et al.’s (2002)
definition relating to family contribution, experience can also be
seen as referring to the family’s accumulated work and entrepre-
neurial input in the business. Therefore, the F-Experience subscale
is supposed to measure the collective understanding of the
business that develops in the family through successive genera-
tions involved with the business and the accumulated input of the
family through that involvement. The F-Experience measurement
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items suggested to capture this experience are (1) what generation
owns the company, (2) what generation manages the company,
and (3) what generation is active on the governance board (Klein
et al., 2005: 328).

3.3.1. Generation in ownership

Members of the owning family usually have extensive
collective experience in the firm (Kets de Vries, 1993) and each
succession is seen as adding considerably to this experience
(Astrachan et al., 2002). As Steier and Miller (2010) find, the
succession phase is typically one in which an expanding number of
family members are incorporated into organizational activities and
the organization itself. Therefore, collective processing of infor-
mation around the business is likely to take place in and around
successions. F-Experience seems to build on such observations
because the subscale assumes that the higher the ordinal numbers
of generation in ownership, the greater the experience. In our view,
such a relationship is likely. However, it is questionable whether
the ordinal number of successions is a sufficient measure of
realized interaction between the family and the business or the
accumulated experience (knowledge and input). Moreover, the
extent to which the ordinal number of successions is reflective of a
collective memory of the business within the family (cf. Barnett &
Kellermans, 2006) is questionable.

The F-CPO construct helps overcome the above-mentioned
shortcomings of the F-PEC. As stated earlier, the collective sense of
possession (e.g., “My family members and I feel strongly that the
business belongs to the family as a whole”) held by the family is by
definition a socially constructed structure transcending the limits
of individual cognition and affect. The associated shared feelings,
knowledge and beliefs about the target of ownership result from
family processes through (1) the acquisition, storage, transmission,
manipulation, and use of information, and (2) the transfer of
affective states (e.g., through face-to-face meetings). Therefore, F-
CPO reflects the extent to which there is, in fact, a collective
memory of the business within the family (cf. Barnett & Keller-
mans, 2006). The F-CPO can be seen as indicating the extent to
which the family has collectively arrived at shared, intimate
knowledge and understanding of the business through intersub-
jective familiarization, thus creating the essence of family
business. In doing so, the F-CPO measures what the F-PEC fails
to measure.

It is important to note the role of the social identity motives and
the boundary conditions of F-CPO in the process of developing a
family memory of the business. Family processes leading to
collective knowledge of the business and resulting collective
feelings of family ownership (F-CPO) over the business are unlikely
to develop unless (1) the need for social identity is present among
family members, (2) the family business (as collective possession)
can satisfy that need along with one or more of the other motives
for psychological ownership (i.e., efficacy and effectance, self-
identity, home, and stimulation), and (3) some extent of
intersubjectivity (collectivity, group identification, chemistry, or
interdependence) exists between family members. Earlier family
business literature seems to support some elements of this notion
(Denison, Lief, & Ward, 2004; Habbershon, Williams, & MacMillan,
2003; Zellweger et al., 2010). This literature suggests that a family
firm’s strong sense of family identity, inseparability and synergy
can foster frequent informal discussions that expedite the transfer
of experiences and knowledge in family business (Miller & Le
Breton-Miller, 2006).

3.3.2. Generation active in governance and management

It has been argued that a longitudinal knowledge base and
family-focused memory orientation is brought to family businesses
through management and leadership succession (Astrachan et al.,

2002; Holt et al., 2010). It has also been maintained (see Miller & Le
Breton-Miller, 2006) that family businesses (particularly those that
live through multiple generations) are apt to invest more than other
firms in preserving and transferring tacit knowledge and supporting
anew generation of leaders and/or family executives (Pieper, 2007).
This may be accomplished through executive apprenticeships or
specific training programs. In fact, new family members are often
conditioned from a very young age to understand the family
business; they receive hands-on training and mentoring from other
family members involved in the company (Dyer, 2006). When firms
have multiple family members from different generations in control,
the younger generation can learn on the job by watching the
veterans (Miller & Le Breton-Miller, 2006). This approach is seen as
working especially well in family firms because of the relatively long
tenures and high-trust environments that exist in many family
businesses (Corbetta & Salvato, 2004). The older generation has been
observed to be willing to discuss their own mistakes and share their
accumulated wisdom (Bubolz, 2001). Using learning theory, Moores
and Barrett (2002) established distinct boundaries whereby
individuals in business families progress through identifiable stages.
Individuals first learn about business in general, then about their
family business, and finally about leading their family business.

Given the above assumptions and characterizations, items of
the F-Experience subscale — what generation is active (1) in
governance and (2) in management (Klein et al., 2005) - seem like
appropriate indicators of accumulated knowledge. However, in our
view, the ordinal number of successions cannot be used to describe
the extent to which knowledge processing and familiarization with
the business has actually taken place. Moreover, the ordinal
number of generation active in governance and management
cannot be seen as reflecting the extent to which the family as a
whole has arrived at an intimate understanding of the business via
intersubjective familiarization with it.

The F-CPO construct offers the possibility to overcome the
above shortcoming. F-CPO captures the extent to which family
members active in governance and management have come to
develop a collectively recognized and shared understanding of the
business through intersubjective familiarization. The work of
Pierce and Jussila (2010) leads us to believe that the more family
members interact and share experiences about the business with
one another, the more likely it is that the family develops a
collectively recognized, longitudinal, shared database and a
family-focused memory orientation (cf. Astrachan et al., 2002;
Holt et al., 2010). This type of collective memory is what leads to F-
CPO as a socially constructed collective structure.

As indicated above, experience also refers to the accumulated
effort the family pours into their collective business (e.g., in
governance and management activities). This experience might be
seen as including the efforts of many family members that have no
active ownership, governance or management involvement, such
as spouses, young adult children, or in-laws. Such family members
lack active ownership but substantially contribute to and enrich
the business in other ways. Steier and Miller (2010) write of
inclusiveness, which they define as “keeping the family active in
the business and getting as many interested or potentially
interested kin to participate” (p. 150). These authors particularly
relate this type of inclusiveness to successions, and more precisely
to the pre-succession period. Again, to avoid repetition, we will
discuss the interdependent efforts family members put into their
business in a subsequent section as we develop the link between F-
Culture and F-CPO.

3.4. The link between F-Culture and F-CPO

According to Gallo (2000), a firm can only be considered a family
business when family and business share similar assumptions and
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values (in Astrachan et al.,2002). Similarly, Carlock and Ward (2001)
argue that “core family values are the basis for developing a
commitment to the business” (p. 35). The latter authors also claim
that commitment (as an attitude) involves three principal factors:
(1) a personal belief in and support for the organization’s goals and
visions, (2) a willingness to contribute to the organization, and (3) a
desire for a relationship with the organization. Therefore, the F-
Culture subscale includes measurement items around these three
principal factors (see Klein et al., 2005: 328). The connection of the F-
Culture subscale to family influence seems to rest on the
assumption, supported by the arguments put forward earlier, that
“families that are highly committed to the business are likely to have
asubstantial impact on the business” (Astrachanetal.,2002: 51). We
argue that family unity and commitment to the business (i.e., family
members’ positive cognitive evaluation of, behavioral intention
concerning, and emotional response to the business) are merely
conditions creating the potential for family influence. Alternatively,
they may be consequences of the “fusion” of the family and the
business that results from realized family influence (cf. Pierce &
Jussila, 2011). While the F-Culture subscale may have stronger
theoretical grounding than the F-Power and F-Experience subscales,
we believe F-CPO is a more appropriate measure for realized family
influence.

Before elaborating on the connection between F-Culture and F-
CPO, let us note that there are items in the F-Culture subscale that
are, in our view, better suited to measure actual influence than the
items in the F-Power and F-Experience subscales. One item in
particular is reflective of the control route to F-CPO: “Your family
has influence on your business” (Klein et al., 2005: 328). There are
also other items that can be seen as reflecting a family’s travel
down the paths to F-CPO. These items will be highlighted in the
following discussion. Notably, F-CPO (as an aggregate indicator)
sums up the family’s realized travels down the different paths
(collective control, intersubjective familiarization, and interde-
pendent effort) to fusion with the business (see Fig. 1).

Given the conceptual variety reflected in the F-Culture subscale
items, we have decided to create an outline for this particular
section that slightly differs from the elements of F-Culture as
introduced by Astrachan et al. (2002). First, we will discuss family
identification. Second, we will discuss the overlap between family
values and business values. Third, we will discuss the potentially
reciprocal relationship between family commitment and F-CPO.

3.4.1. Family identification

As stated earlier, collective identification is a boundary
condition for a collective sense of possession and, therefore, for
F-CPO. Collective identification is reflective of people who define
themselves and are defined by others as a group. Items measuring
collective identification include “I feel strong ties with ___ [e.g.,
this group]” and “In many respects, I am like ___ [e.g., other
members of this group]” (items taken from Simon et al., 1998).
Based on the work of Pierce and Jussila (2010), we reason that
unless family members consider themselves somewhat similar
(e.g., in terms of their values), the kind of collective action that
leads to shared experiences of ownership is unlikely to take place.
In this respect, the F-Culture subscale item “Your family members
share similar values” (Klein et al., 2005: 328) is most relevant.
Shared family values likely generate feelings of social identity
(Habbershon & Astrachan, 1997) by creating a common purpose
for family members and helping them establish a sense of
identification (Gomez-Mejia et al., 2007; Kets de Vries, 1996).
According to Leana and Van Buren (1999), shared vision and values
provide family members with a rationale to be “good agents” and
to commit themselves to collective goals and actions and defer
their individual wants. Shared family values, norms, attitudes, and
long-standing, intergenerational, emotionally valenced histories

and cultures along with close social interactions among family
members are likely to generate socially constructed cognitive
structures; the individual shifts one’s reference from the self to the
collective (Berger & Luckmann, 1966). Therefore, family members
as individuals typically have collectivistic values, and collectivism
exists as a group-level value construct. As family members
recognize one another as joined together in a common cause to
which the target of ownership is connected, the notion that there is

n “us” emerges and the family comes to see itself as a group. In
other words, family members come to consider themselves as a
family in business (cf. Zellweger et al., 2010). In our view, it is under
these conditions that family members are likely to state: “I
understand and support my family’s decisions...” (Klein et al.,
2005: 328) when asked, for example, about the future of the family
business.

While the above scale items are useful for measuring family
identification, they reflect a boundary condition, not collective
family influence per se. The contribution of the F-CPO construct is
that its existence is proof of family identification plus a variety of
other cultural features commonly witnessed in family business.
We will concentrate on these other cultural features in the
following section.

3.4.2. Overlap between family values and business values

The idea of fusion between family and business (as two social
systems) suggests that it is not sufficient that family members see
themselves as an “us” with psychological significance. The family
must also consider itself to share values with the business. In this
respect, one of the F-Culture subscale items states, “Your family
and business share similar values” (Klein et al., 2005: 328).

The contribution of F-CPO is that it shows the extent to which
business values are seen by the family as their own and the extent
to which business values reflect family identity. If the business is
conducted in a manner that communicates who the family is, then
its values reflect family identity. That is, as a family actually
controls the business and defines the values according to which
business is conducted, the family members develop collective
feelings of shared ownership for those values. As the family
members invest their collective selves in the processes resulting in
the definition of business values of that particular family
(business), a fusion between the family and those business values
take place. It is under these conditions that family members are
likely to agree with the statement that their family and their
business share similar values.

Further, F-CPO indicates a deeper connection than overlap
between the family and business values. The work of Jussila and
Tuominen (2008) suggests that collective possessions (such as
family businesses) can be seen as collective territories that are
marked with clues to the collective identity (in this case, family
identity). These clues help to elevate a sense of ‘home’ among the
members of that collective (i.e., the family). In the case of
‘intruders’, these identity-markers will be defended to preserve the
sense of home. In other words, as a social behavioral consequence
of psychological ownership (see Brown et al., 2005), the family is
likely to engage in vigorous defense of the business values if non-
family actors (‘intruders’) question or attempt to change them. As
it relates to F-Culture, when family members experience high
levels of F-CPO, they are likely to agree with the subscale statement
“Family members support the family business in discussions with
friends, employees, and other family” (Klein et al., 2005: 328).

3.4.3. Family commitment

A family’s commitment to the business is viewed as involving a
personal belief and support of the organization’s goals and visions,
a willingness to contribute to the organization, and a desire for a
relationship with the organization (Carlock & Ward, 2001).
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Therefore, the F-Culture subscale includes measurement items
such as: (1) “Family members agree with the family business goals,
plans, and policies”, (2) “Family members feel loyalty to the family
business”, (3) “Family members are willing to put in a great deal of
effort beyond that normally expected in order to help the family
business be successful”, (4) “Family members really care about the
fate of the family business”, (5) “There is so much to be gained by
participating with the family business in the long-term” (Klein
et al,, 2005: 328). These items reflect family commitment as an
attitudinal state (including affective, cognitive, and behavioral
components; cf. Brecler, 1984). Given that attitudes are generally
seen as closely related to actual behavior (Newby-Clark, McGregor,
& Zanna, 2002), (1) committed family members are likely to engage
in a variety of activities that contribute to the business, and (2)
family members engaging in these activities are likely to have
consistent attitudes. Again, we are dealing with potential for family
influence, and family commitment may not reflect actual behavior
that produces a difference in the business. We offer F-CPO as a
solution for this issue. Notably, the relationship of the family
commitment dimension of F-Culture with F-CPO may be rather
complex; the relationship between the two is most likely
reciprocal (cf. Pierce & Jussila, 2011). In other words, the family
commitment has the potential to promote the development of
psychological ownership, which in turn (when it exists) may
influence family commitment. Let us elaborate this issue further.

First, family business literature (e.g., Aldrich & Cliff, 2003;
Brundin, Melin, & Samuelson, 2005; Steier, 2003) suggests that a
family may make substantial contributions (psychical, mental,
and/or social in nature) to the growth and success of the business
and, at the same time, satisfy the needs of family members
(Stafford, Duncan, Danes, & Winter, 1999; Upton & Heck, 1997).
This is where the idiosyncratic bundle of resources and capabili-
ties resulting from the interaction of the family and business
systems (Habbershon & Williams, 1999) may be created, as family
members invest their collective selves into the business. The
extent to which this takes place varies across families in business:
“some families can be assets to their firms and build familiness,
other families could be characterized more as liabilities”
(Zellweger et al., 2010: 55). The contribution of F-CPO is that it
captures - on a continuum from weak to strong feelings of shared
ownership - the extent to which a family’s effort is realized and to
which it is, in fact, interdependent. This interdependent family
effort forms the essence of family business (cf. Chrisman et al.,
2005). Whether or not family commitment (attitude) has
promoted the family effort (behavior) resulting in F-CPO is of
secondary relevance.

Second, during the family’s travel down the paths to F-CPO, the
business has served to satisfy the family members’ needs for social
(family) identity and the individual needs for efficacy and
effectance, self-identity, home, and stimulation. Therefore, F-
CPO is likely to be associated with a positive emotional response to
family business. As the family and business become inseparable,
family members are likely to make positive cognitive evaluations
of the business and intend to (continue to) contribute to the
business and its success (cf. Pierce & Jussila, 2011). In other words,
F-CPO can be seen as a predictor of family commitment (e.g., their
willingness to stay in the business, their intention to contribute
discretionary efforts to the business, and their sense of responsi-
bility for the business). Again, this is of secondary relevance to the
purpose of this study. The most important contributions will be
discussed in the following section.

4. Discussion and conclusion

Our work contributes to at least two important areas of family
business research: (1) measurement and (2) theory elaboration.

While we desire and expect our work to also have practical utility,
we caution the reader hoping to apply the arguments advanced in
this article to the practice of family business. Before we can do so,
we must accumulate empirical evidence and conduct fine-grained
qualitative analyses to deepen our understanding on the topic.

4.1. Measurement

In this paper, we have shown that collective psychological
ownership of family over business (F-CPO) can be used to capture
the fusion between the family and the business. Moreover, F-CPO
can be used as an aggregate indicator of realized family influence
on and interaction with the business. In this way, we contribute to
future measurement in the field of family business. We are not
suggesting a replacement of the establish F-PEC scale, which
remains a standardized instrument enabling sound comparisons
across investigations by measuring potential family influence.
However, we propose that F-CPO is a better indicator of realized
family influence.

The field has come a long way from dichotomously categorizing
businesses into family and non-family firms based on a company
representative’s “yes” or “no” on a questionnaire (cf. Westhead &
Cowling, 1998). But methodological challenges remain. Primarily,
the utility of our work would be greatly improved by the
development of a measure for F-CPO. Again, we might borrow
from the field of organizational behavior and, more precisely, from
the work on collective psychological ownership by Pierce, Jussila
and colleagues. Early CPO scale development may help us envision
what a measure for F-CPO might look like. For the purposes of
future work on the topic, let us discuss this issue a bit further.

In their book on psychological ownership and organizational
context a book that collects most psychological ownership
research conducted and published through 2010, Pierce and
Jussila (2011) report an instrument (Jussila & Tuominen, 2008;
Pierce, Jussila, & Li, 2010), which is still in its developmental stage,
for the measurement of psychological ownership at the group
level. Respondents are asked to indicate the degree to which they
personally agree (7 =strongly agree) or disagree (1 = strongly
disagree) with statements such as “We (my team members and I)
collectively agree that these are our tools” and “We (my team
members and [) collectively feel that these tools belong to us
together” (for the whole instrument, see the Appendix of Pierce &
Jussila, 2011).

Similarly, an F-CPO scale that fits this particular area of research
might encompass items such as (1) “We (my family and I)
collectively feel this business is ours!”, (2) “We (my family and I)
have a strong sense of shared ownership for the business”, and (3)
“We (my family and I) share a feeling that the business belongs to
the family as a whole”. It remains to be seen, but we suggest that an
F-CPO scale would respond to the calls of Zellweger, Halter, and
Frey (2006) for more parsimonious measures for research on
family business and family influence. Further, as the appropriate
use of the F-CPO measure will be one that follows established
guidelines for the measurement of group-level constructs (e.g.,
collective efficacy; Gibson, Randel, & Earley, 2000), F-CPO may also
help in responding to the calls for collective-level measures in
family business (Cliff & Jennings, 2005).

As can be gathered from Fig. 1, one could potentially assess
actual family involvement though reflective measures of the
“routes to” F-CPO in terms of (1) collective exercise of control (e.g.,
“We (my family members and I) decide on the business goals,
plans, and policies together as a family collective.”), (2) intersub-
jective familiarization (e.g., “We (my family members and I)
collectively interact with the business to develop a shared intimate
understanding of it.”), and (3) interdependent effort (e.g., “We (my
family and I) put a great deal of collective effort in the business.”).
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However, this approach would not necessarily lead to more
parsimonious measurement. In fact, valid measures for each of the
dimensions (control, knowledge, and investment) would most
likely require the same number of scale items as the F-PEC (Klein
etal., 2005: 328). Instead, parsimony may be achieved using F-CPO
(one collective state) as an aggregated indicator of a variety of
realized interactions (control, familiarization, and effort).

4.2. Theory elaboration

As stated earlier, we believe that our research opens doors for
advancing theory on family firms in a variety of directions. While
Astrachan et al. (2002) state that “the F-PEC is not concerned with
arriving at a precise or all-encompassing definition of family
business or with differentiating this type of enterprise from its
counterparts” (p. 51), our work is in fact a step in that direction. F-
CPO provides additional depth for defining family firms. As we
have shown, theorizing around the CPO construct (Pierce & Jussila,
2010) helps explain the “fusion” between family and business (cf.
Gomez-Mejia et al., 2007; Olson et al., 2003; Rutherford et al.,
2008). This fusion represents the key nominator of this particular
field of research (Moores, 2009). More precisely, F-CPO helps us
envision the fusion of family and business as something that goes
beyond the traditional view of intertwined social systems, even if
this traditional view remains relevant. Moreover, we have
introduced territorial motivations - a family’s need for home
and stimulation - into the motivational base of family business (cf.
Gomez-Mejia et al., 2007).

While the above ideas must be developed further, they will help
in better understanding family business and improving their
management. The elaboration of the pieces of knowledge on non-
economic motivations of family business and their use in the
advancement of a theory on the purpose of family firms is another
avenue worth considering. In other words, future research might
find our work useful in shedding more light on the inherent
existential purpose of family business. It is on and around the
inherent purpose that chosen purposes (objectives) and strategies
are built. In our view, engagement in discussions of corporate
purpose (e.g., Abela, 2001) would not prove fruitful only to the field
itself. It might also help family business scholars promote more
mainstream knowledge on this particular form of business by
helping to integrate observations, conceptualizations, and theories
on family business into business research in general.

Another issue we have not discussed in detail is the
consequences or effects of psychological ownership. The book of
Pierce and Jussila (2011) identifies a long list of effects that may
also be associated with family CPO of business. Some of these
effects represent “the dark side” of psychological ownership. The
work of Pierce and Jussila (2010) also leads us to believe that,
together with the individual psychological ownership (IPO)
construct, F-CPO provides future researchers with the ability to
move forward in two ways. First, researchers can move towards
explaining a variety of motivational (e.g., intrinsic motivation),
attitudinal (e.g., job satisfaction, organizational commitment,
assumption of responsibility), behavioral (e.g., stewardship
behaviors, territoriality behaviors, knowledge hoarding, resistance
to change, protective behaviors, sabotage), and performance
effects (e.g., quality in-role performance) witnessed in family
businesses (some of them positive, others negative for the family
business). Second, researchers can move towards explaining the
absence of a variety of motivational, attitudinal, behavioral, and
performance effects expected to be witnessed in family business.
Focusing on the collective level (Pierce & Jussila, 2010), F-CPO may
have a positive effect on several family-level outcomes, such
as psychological safety, group learning, group effectiveness,
and group potency. F-CPO may also have a negative effect on

within-group social loafing and diffusion of responsibility. F-CPO is
also likely to lead to protective and promotive territorial behaviors
at the group-level. Brown et al. (2005) argue that infringement
and/or the fear of infringement on one’s territory is likely to trigger
defensive behaviors. Therefore, when infringement on the business
or the fear of infringement occurs, protective behaviors of family
members are most likely to occur when radical, subtractive, and/or
imposed alterations to business are anticipated or experienced.
When outsiders come into contact with the family business and
the anticipated or experienced relationship is evolutionary,
additive, and collaborative in nature, we anticipate promotive
family behaviors to materialize (cf. Dirks, Cummings, & Pierce,
1996).

We believe that effects of F-CPO will prove useful for explaining
how and why family involvement impacts strategic processes that
lead to competitive advantages (as well as disadvantages). In
providing explanations for processes contributing to competitive
advantages and disadvantages, the practical applicability of our
current work is clear. Overall, we observe that the processes
through which family involvement produces its effects remain
theoretically unclear (cf. Rutherford et al., 2008) and believe that
the F-CPO construct proposed here will help to shed light on these
under-researched processes. However, further empirical evidence
is needed in order to strengthen our theory and to deliver valuable
proof about the factors leading to the emergence of this construct.
Thereby, we call for an empirical study to test and underpin our
propositions. Future research will investigate whether or not this
theoretical construct is accurate and useful.
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