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Introduction

Since 2010, more than 800 peer-reviewed articles on family business research
have been added annually to ABI Inform. This research volume indicates an
explosive growth of scholarly interest in the field of family business. Albeit a
welcome development, this growth presents a challenge for scholars in keep-
ing up with theoretical and empirical progress in the field. In order to make
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sense of the growing literature, family business scholars have paused from
time to time to take stock of what we know or do not know, consolidate
knowledge, and identify future research directions (e.g., De Massis et al. 2013;
Gedajlovic et al. 2012).!

The purpose of this chapter is to take stock of recent scholarship, an
endeavor that Boyer (1990) considered as critical for the growth of a profes-
sional field of study—rivaling knowledge creation, pedagogy, and application.
Most previous reviews have been framed around topics such as succession
(e.g., Daspit et al. 2016), entrepreneurial exploration and exploitation
(e.g., Goel and Jones 2016), or methods (e.g., Evert et al. 2017). To comple-
ment these works, this chapter focuses on the most prevalent theories used in
family business literature and identifies the most influential articles from each
theoretical perspective. Our main purpose is to examine how different theo-
retical lenses have contributed to the understanding of the heterogeneous
behaviors found among family-owned firms. We then further suggest addi-
tional research directions to expand the domain of family business studies.

Based on input from 19 well-established scholars in the field, we identified
the five most prevalent theories used between 2006 and 2013. We then
searched for the most frequently cited works using each theory to represent
the state-of-the-art family business research. In all, 21 influential articles were
identified and reviewed. While collectively these articles illustrate the diversity
of family firms as an organizational form, they also shed light on the sources
of this heterogeneity and help identify interesting research questions using
these multiple theoretical lenses. These articles also point toward other per-
spectives that can help to deepen the understanding of family enterprises
around the world.?

Methodology

Building on the work of Chrisman et al. (2010), we used a three-step process
for determining the articles to review in this chapter. First, we identified the
most influential theories used in family business research since 2006. Next,
we consulted an expert panel of 19 scholars whose main research focus is fam-
ily businesses and asked them to identify the theories that were most influen-
tial in family business research. Five theories were mentioned at least ten

! Also see review articles at http://journals.sagepub.com/topic/collections/fbr-1-selected_review_articles/
fbr

>Our original purpose was to review the top five articles per theory; however, we ended with 21 articles
because 4 articles used more than one of the theories.


http://journals.sagepub.com/topic/collections/fbr-1-selected_review_articles/fbr
http://journals.sagepub.com/topic/collections/fbr-1-selected_review_articles/fbr
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times. In order of frequency they were: agency theory, resource-based view,
stewardship theory, socioemotional wealth (SEW), and institutional theory.
Second, we searched the keywords and abstracts of articles in 35 journals
that have published family business articles (cf., Debicki et al. 2009) between
January 2006 and December 2013.° The search resulted in 167 family busi-
ness articles. Together, these articles have been cited almost 20,000 times.*
Finally, we used the average number of citations per year to determine the
most influential articles for each theory.” We included the top five articles per
theory but overlaps reduced the total number of articles to 21. Table 3.1 pres-

ents the articles ordered by citations per year.

Theoretical Perspectives

In the following sections, we review the articles by each theoretical perspective
and highlight how they provide insights into the heterogeneity of family busi-
ness behavior.

Agency Theory

Family firms were originally believed to have reduced agency costs due to the
close emotional and biological bonds shared between members of the business
(Jensen and Meckling 1976). However, subsequent work has suggested that
family firms are not immune to agency issues. For instance, agency problems
emanating from asymmetric altruism, as well as conflicts among owner and
managers, owner-managers and lenders, majority and minority owners, and

*American Economic Review, Academy of Management Journal, Academy of Management Review,
Administrative Science Quarterly, Business Ethics Quarterly, Corporate Governance: An International
Review, California Management Review, Entrepreneurship & Regional Development, Entrepreneurship
Theory and Practice, Family Business Review, Harvard Business Review, Human Relations, International
Small Business Journal, Journal of Business Ethics, Journal of Business Research, Journal of Business
Venturing, Journal of Family Business Management, Journal of Family Business Strategy, Journal of
Finance, Journal of Financial Economics, Journal of Management, Journal of Management Studies,
Journal of Organizational Behavior, Journal of Small Business Management, Leadership Quarterly, Long
Range Planning, Management Science, Organizational Dynamics, Organization Science, Organization
Studies, Quarterly Journal of Economics, Small Business Economics, Strategic Management Journal,
Sloan Management Review, and Strategic Organization.

“In order to allow a fair representation of citations per year, the searches for influential articles were lim-
ited to family business articles that were published between January 2006 and December 2013. However,
articles published after December 2013 were considered for enhancing the review and future research
directions.

> Citation counts were conducted using the Google Scholar’s database on September 4, 2017.
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Table 3.1 The 21 most influential family business articles, 2006-2013 (Ranked by Cites

per Year)

Cites per Total

year cites  Authors Year Theory Article type

146.50 1465 Gomez-Mejia, Haynes, 2007 SEW Empirical
Nunez-Nickel, Jacobson,
and Moyano-Fuentes

125.60 628 Berrone, Cruz, and 2012 SEW Conceptual
Gomez-Mejia

111.29 779 Chen, Chen, Cheng, and 2010 Agency Empirical
Shevlin

107.50 1075 Arregle, Hitt, Sirmon, and 2007 RBV Conceptual
Very

83.86 587 Berrone, Cruz, Gomez- 2010 SEW/ Empirical
Mejia, and Institutional
Larraza-Kintana

73.80 369 Chrisman and Patel 2012 SEW Empirical

73.36 807 Miller and Le Breton-Miller 2006 Agency/ Conceptual

Stewardship

70.18 772 Dyer 2006 Agency/RBV Conceptual

60.78 547 Pearson, Carr, and Shaw 2008 RBV Conceptual

59.60 298 Zellweger, Kellermanns, 2012 SEW Empirical
Chrisman, and Chua

58.40 584 Eddleston and Kellermanns 2007 Stewardship Empirical

52.75 211 De Massis, Frattini, and 2013 Agency Literature
Lichtenthaler Review

46.91 516 Le Breton-Miller, I. and 2006 RBV Conceptual
Miller, D.

46.17 277 Miller, Le Breton-Miller, and 2011 Institutional Empirical
Lester

43.60 218 Gedajlovic, Carney, 2012 Institutional Literature
Chrisman, and Review
Kellermanns

40.78 367 Eddleston, Kellermanns, and 2008 RBV Empirical
Sarathy

37.56 338 Zahra, Hayton, Neubaum, 2008 Stewardship Empirical
Dibrell, and Craig

33.88 271 Le Breton-Miller and Miller 2009 Agency/ Conceptual

Stewardship

34.64 381 Westhead and Howorth 2006 Stewardship Empirical

32.75 131 Miller, Le Breton-Miller, and 2013 Institutional Empirical
Lester

19.86 139 Salvato, Chirico, and Sharma 2010 Institutional Empirical

involved and uninvolved family members may all occur (Chrisman et al.
2004; Schulze et al. 2001; Villalonga et al. 2015). We highlight the most
influential articles published between 2006 and 2013 that used agency theory
as the main theoretical framework.
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Chen et al. (2010) This empirical study argues that family firms tend to have
agency conflicts between dominant and minority shareholders. Contrary to
nonfamily firms, which opt for tax aggressiveness, family firms are less tax
aggressive. The authors conducted their panel study with data collected from
the S&P 1500. Their hypotheses were supported as family firms display less

tax aggressiveness when compared to nonfamily firms.

Chen et al. (2010) argue that such results are surprising because prior stud-
ies show that private firms are more tax aggressive than publicly traded ones
and family firms tend to behave like privately held firms due to the concen-
trated ownership of the dominant family. However, the authors did find that
the presence of long-term institutional investors can make a family firm more
tax aggressive. Lower tax aggressiveness occurs in family firms seeking external
financing, perhaps to mitigate concerns for family entrenchment. Family
owners are willing to forgo the benefits of tax aggressiveness in order to ensure
that the reputation of the firm is not damaged by incurring potential penalties
from the Internal Revenue Service (IRS).

Miller and Le Breton-Miller (2006) In exploring the different levels of perfor-
mance in family businesses, this conceptual article explains how agency issues
can lead to differences in resource allocations that impact family firm perfor-
mance. The authors propose that governance choices can influence the agency
costs of family firms. They discussed four aspects of governance: (a) level and
mode of family ownership, (b) family leadership, (c) involvement of multiple
family members, and (d) planned or actual participation of later generations.

Concentrated ownership can benefit family firms through better monitor-
ing because family owners have more incentives, power, and information to
control managers. However, agency problems arise when either the majority
family owner has too much power and incentive to exploit minority share-
holders or when ownership is overly dispersed in conjunction with a non-
owner CEO. Increased dispersion enhances the dilution of power, in which
the nonowner CEO is able to act in a self-interested manner without fear of
repercussions. Having a family CEO in the firm can prove beneficial for fam-
ily shareholders because of increased alignment between the goals of owners
and managers and more effective monitoring capabilities. Alternatively, the
power the family has with a family CEO can create agency costs for minority
shareholders, which may also manifest in family firms owned by multiple
generations since ownership will be more dispersed, and some family mem-
bers may fall in the “minority shareholder” group.
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Dyer (2006) This conceptual article uses agency theory to assess the “family
effect” to clarify the contradictory research findings on family firm perfor-
mance. Although the overlap in ownership and management in family firms
can reduce monitoring costs, altruism and self-control inhibit the ability of
family owners to monitor other family members in the firm (Schulze et al.
2001). Family firms are characterized as four types: (a) clan, (b) professional,
(c) mom-and-pop, and (d) self-interested.

Each type possesses advantages and disadvantages for reducing agency
costs. Clan and mom-and-pop family firms experience low agency costs due
to common goals and values among the family and firm. Professional family
firms tend to incur higher agency costs, which lead to formal monitoring
processes to mitigate the effects of nepotism and opportunism. Self-interested
family firms have the highest agency costs borne from the utilitarian and
altruistic relationships that instill nepotism and the prioritization of the fam-
ily interests over those of the firm.

De Massis et al. (2013) 'This literature review provides key insights into how
agency concerns can influence family firms’ investment in innovation. Family
firms often experience intra-family conflicts that deter R&D investments,
which lead to lower R&D intensity than found in nonfamily firms. One
explanation is that family owners attempt to safeguard family wealth and pre-
serve the unification of family ownership and management.

However, another view characterizes family firms as having lower agency
costs resulting in better abilities to successfully introduce new products
(Cassia et al. 2011). Family firms may have lower agency costs due to parsi-
monious governance structures that preserve family wealth by promoting the
efficient allocation of resources (Carney 2005; Durand and Vargas 2003).
The review highlights the importance of further research using agency theory
to reconcile the contradictory views on family firms investments in
innovation.

Le Breton-Miller and Miller (2009) This conceptual article discusses why
some family-controlled businesses display superior performance. To explain
this phenomenon, the dual roles of the family owner-manager (Anderson and
Reeb 2003) reduce agency costs, thereby increasing the amounts of resources
being allocated for the long-term sustainability of the firm.
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The authors based their arguments on the notion that family managers
have more power, motivation, and knowledge to monitor the behaviors of

other managers (Demsetz 1988; Miller and Le Breton-Miller 2006).

Agency Theory and Family Firm Heterogeneity These articles show how agency
theory can aid in understanding family firm heterogeneity. Agency costs borne
by family members will lead to differences in strategic behavior. Family firms
that have a controlling owner as the manager can establish a self-serving strat-
egy due to the unchecked power they possess. Then again, firms owned and
managed by family members can use their power to monitor and control strat-
egy in a way that reduces agency costs. The studies presented above suggest
that the strategic behavior of family firms may differ depending on the types
and levels of involvement of family members in the ownership and manage-
ment of the firm, goals pursued, and basis of resources (De Massis et al. 2014).

Resource-Based View

The resource-based view (RBV) implies that firms with bundles of resources
that are valuable, rare, inimitable, and non-substitutable will attain sustain-
able competitive advantages that will be translated into superior performance
(Barney 1991). Family firms may develop unique competitive advantages due
to distinct resources emerging from family involvement such as social capital,
survivability capital, patient capital, and human capital (Habbershon and
Williams 1999; Sirmon and Hitt 2003). We highlight the most influential
articles published between 2006 and 2013 that used the RBV as the main

theoretical framework.

Arregle et al. (2007) This conceptual article extends the RBV of the family
firm to examine the development of a family firm’s organizational social capi-
tal (Sirmon and Hitt 2003). Social capital is identified as a potential competi-
tive advantage for family firms because the established social capital of the
family becomes embedded in the firm’s social capital. The influence of the
family’s social capital on the development of the family organization’s social
capital arises from the family having control of the firm, which results in the
family shaping the firm’s identity and managerial rationalities.

Stemming from the notion that organizational social capital is shaped by
employment practices (Leana and Van Buren 1999), the authors suggest that
family social capital influences the human resource practices of the firm.
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Focus is also placed on the enhancement that interdependence among family
members has on the social capital of the family and of the firm. The social
capital of the family is thought to promote closure, which tends to lead to
stronger relationships among individuals in the firm.

Dyer (2006) In addition to agency theory, this conceptual article also uses the
RBV perspective to explain the conflicting performance findings in the family
business literature. In particular, family firms may experience human capital
benefits through the employment of family members due to family employees
being better trained, motivated, and flexible than nonfamily employees.
However, the human capital of family firms may suffer when nonfamily mem-
bers are not present in key positions as they can potentially enhance the man-
agement skills of the firm. Although the stocks of social capital held by family
owners and managers will be potentially greater than those available to owners
or managers lacking family ties, such stocks come at the expense of greater
insularity when interacting with nonfamily employees.

The financial capital of the family firm also benefits from family ties as family
managers are more likely to inject personal resources into the firm. The clan and
professional family firms are categorized as having high family-specific assets
that aid in achieving superior performance, whereas mom-and-pop and self-
interested firms experience higher family liabilities through poor leverage of
their resources. In sum, Dyer (2006) argues that the ideal type of family firm is
the clan because of higher levels of family-specific assets and lower agency costs.

Pearson et al. (2008) This conceptual article develops a model that uses the
social capital of the family firm to explain the “black box” of familiness
(Habbershon and Williams 1999). The authors apply the structural, cognitive,
and relational dimensions of social capital (Nahapiet and Ghoshal 1998) to
explain the potential emergence of family firm-specific resources. The struc-
tural dimension of social capital includes the network ties and the merging of
family and organizational social capital. The cognitive dimension consists of
shared vision and shared language that arises from a family’s influence on the
firm. The relational dimension consists of the trust, norms, obligations, and
identification that are embedded in the internal social capital of family firms.

As a result, these social capital dimensions described family firm capabili-
ties based on information access such as the exchange of information, efficient
action, and associability. In turn, information access leads to the collective
goals, actions, and emotional support among family firm members.
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Le Breton-Miller and Miller (2006) In this article, the authors relied on the
RBV to explore the antecedents of superior performance in family-controlled
firms. Long-term orientation is considered one of the crucial factors that
influences whether family-controlled firms are able to establish sustainable
competitive advantages. In particular, family CEOs with longer tenures create
an environment for leveraging resources by pursuing less risky endeavors,
increased knowledge, and longer investment horizons. The benefits of long-
term orientation are heightened when family firms have intentions to include
subsequent generations in the firm, and the family retains decision-making
control. However, resources utilized for long-term investments will diminish
if the family focuses more on rent seeking or value expropriation.

The long-term orientation found in a family-controlled business can lead to
strategies that will develop competencies through investments in R&D and
long-term brand building. Also, lower agency costs associated with family
control increases the availability of resources for long-term investments.
Family-controlled firms are described as investing more in human resource
practices to retain the embedded knowledge of their human capital.
Relationships within family-controlled firms will also be nurtured over the
long term in order to better leverage social capital and achieve long-term goals.

Eddleston et al. (2008) This empirical study proposed that reciprocal altruism
(identified as a family-specific resource) and innovative capacity (identified as
a firm-specific resource) can contribute to the superior performance in family
firms. The authors define reciprocal altruism as the “unselfish concern and
devotion to others without expected return...whose primary effect is a strong
sense of identification and high value commitment towards the firm”,
(Corbetta and Salvato 2004: 358) to develop arguments about establishing
organizational commitment and interdependence among family employees.
They also argue that a firm’s innovative capacity is an indicator of an ability to
invest in renewal and growth through entrepreneurial activities (McGrath
2001).

The study was conducted with 126 privately held firms (74 family firms).
The findings suggested that both reciprocal altruism and innovative capacity
positively influence family firm performance. Furthermore, the authors found
two moderating effects. First, strategic planning enhances the positive rela-
tionship between innovative capacity and family firm performance but does
not influence the relationship between reciprocal altruism and family firm
performance. Second, technology opportunities positively moderate the rela-
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tionship between reciprocal altruism and family firm performance but does
not significantly impact the relationship between innovative capacity and
family firm performance.

Resource-Based View and Family Firm Heterogeneity The idiosyncratic assort-
ment of resources found in family firms represents a key determinant of fam-
ily firm heterogeneity (Chua et al. 2012). By reviewing these articles rooted in
the RBV perspective, one can see how family firm heterogeneity is associated
with varied resources. Not only do family firms possess different bundles of
resources (Eddleston et al. 2008), they may differ in how resources are lever-
aged (Dyer 2006). This demonstrates that even when family firms possess
similar resources, the management of these resources may lead to variations in
how they are used and whether sustainable competitive advantages are
obtained (Sirmon and Hitt 2003).

Stewardship Theory

Contrary to agency theory, stewardship theory argues that managers naturally
align themselves with the principals’ goals to provide superior management of
the firm (Davis et al. 1997). Based on the emotional and biological bonds
shared among family members in the business, research has posited that
steward-like behaviors are more prevalent in family firms (Corbetta and
Salvato 2004). Although stewardship may be reduced if nonfamily members
in the family firm are treated differently (Verbeke and Kano 2012), perfor-
mance may be increased if a steward-like environment can be instilled in the
firm. We highlight the most influential articles published between 2006 and
2013 that used stewardship theory as the main theoretical framework.

Miller and Le Breton-Miller (2006) In addition to their agency theory contri-
butions, the authors used the stewardship perspective to propose that concen-
trated ownership allows the firm to enact steward-like tendencies by enhancing
emotional bonds among members of a firm. The inclusion of nonfamily mem-
bers either as owners or on the board may increase the steward-like behavior
by keeping the controlling family in check when making decisions that could
be self-serving or risky to other investors. This inclusion results in informed
stewards who will be aligned with accomplishing the goals of the family firm.
Similarly, the benefits of stewardship emerge when other family members are
part of the top management team. However, stewardship may be hindered if
these family members make up the dominant coalition of owners.
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On the one hand, stewardship tendencies will increase when the family
firm allows the entry of the future generations to increase the longevity of the
firm, and the focus is placed on training the incoming generation. On the
other hand, family firms may experience diminishing stewardship when con-
flicts arise from the appointment of successors. Also, additional conflicts can
emerge if family members from multiple generations start to deplete firm
resources.

Eddleston and Kellermanns (2007) This empirical study assessed the effects of
family relationships on the performance of 60 family firms in the Northeastern
region of the US. This is one of the first studies to directly test the effects of
altruism and relationships in family firms. Their main finding is that altruism
has negative impacts on conflict but positively influences participative strat-
egy processes. The use of participative strategy processes in the family firm will
increase the proclivity of steward-like behaviors due to the family member’s
commitment to the goals of the firm (Kellermanns and Eddleston 2004).

As a result, participative strategy processes have a significant influence on
family firm performance, whereas family conflict will have detrimental effects
on performance. Hence, the study reinforces the notion that stewardship
enhances family firm performance.

Zabra et al. (2008) This empirical study examined how a culture of commit-
ment influences the strategic flexibility and competitive ability of family firms.
Strategic flexibility is the firm’s ability to pursue new opportunities in response
to competitive forces in the market. Using a sample of 248 family firms in the
food processing industry, they test if family commitment enhanced strategic
flexibility. Moreover, they test the influence of stewardship behavior on the
relationship between a culture of family commitment and strategic flexibility.
Stewardship orientation is argued to enhance the achievement of long-term
organizational goals that emerge from reciprocal altruism, prosocial behavior,
and mutual interdependence (Eddleston et al. 2008).

The authors found that strategic flexibility is positively related to a strong
culture of family commitment and is partially influenced by the firm’s stew-
ardship orientation. Stewardship orientation also had a positive moderating
effect on the relationship between the culture of family commitment and
strategic flexibility. Thus, commitment to the family and steward-like behav-
ior are proposed to enhance competitiveness in family firms.
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Westhead and Howorth (2006) This empirical study analyzed the effects of
ownership and management structures on the performance and noneconomic
objectives of 904 privately held UK family firms. The authors argued that the
stewardship behavior of family firms will be limited because family owners
and managers place greater importance on family goals than firm goals, and
this lowers firm performance. However, having “outsiders” as board members
or directors will curb the self-serving behaviors of the controlling family,
which will enhance the goal alignment of all shareholders.

Their findings show that family ownership and management is not indica-
tive of poorer performance in family firms, and that the inclusion of nonfam-
ily executive directors in the board did not mitigate the importance of the
controlling family’s non-pecuniary objectives.

Le Breton-Miller and Miller (2009) As this article covers both the agency and
stewardship perspectives, the notion of social embeddedness is used to explain
competing views about family firm outcomes. The authors used four contexts
of social embeddedness: structural, political, cognitive, and cultural-normative
(Zukin and DiMaggio 1990). Structural embeddedness can lead to more
stewardship behaviors to the extent that a family firm includes multiple fam-
ily officers and managers in conjunction with nonfamily managers. Political
embeddedness is argued to produce steward-like behaviors when family offi-
cers hold key managerial positions in the family firm.

Stewardship behaviors will dictate firm behavior when family rationales are
embedded in the firm, and there is an alignment of the family firm’s culture
with the socially minded founders. Additionally, the top executives’ stewardship
will be influenced by how the executives are embedded in the firm; thus, more
embeddedness will align the executives’” goals with firm performance.

Stewardship Theory and Family Firm Heterogeneity As highlighted in the
reviews discussed above, family firms are heterogeneous in the extent to which
they exhibit behavior associated with stewardship. The strategic planning of
family firms will be augmented depending on if the controlling family focuses
on instilling an environment where stewardship can flourish. The family firm
that displays steward-like behavior may hire more nonfamily managers to off-
set the potential self-serving behavior of other family members (Miller and Le
Breton-Miller 2006). Also, family firms that are characterized as more innova-
tive may invest more in new products or technologies owing to their steward-
ship orientation (Zahra et al. 2008).
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Socioemotional Wealth

The application of the SEW concept in family firm research is based on the
behavioral agency model (BAM) devised by Wiseman and Gomez-Mejia
(1998), which is, in turn, a derivative of prospect theory (Kahneman and
Tversky 1979). The fundamental ideas are that firms are loss averse, and that
family firms behave differently from nonfamily firms because of the owning
family’s aversion to losing the SEW that accompanies control of the firm
(Gomez-Mejia et al. 2011). Combined, BAM and SEW help explain the het-
erogeneous behaviors of family firms in managing the risks associated with
various strategic behaviors (Gomez-Mejia et al. 2011) and their reluctance to
professionalize (Vandekerkhof et al. 2015). Although noneconomic benefits
may occur in all types of firms, applications of SEW to BAM indicate that
family firms are more concerned with preserving these benefits. We highlight
the most influential articles published between 2006 and 2013 that used
SEW, usually in combination with BAM, as the main theoretical framework.

Gomez-Mejia et al. (2007) This empirical study is the highest cited article in
our list and is often used as the main SEW reference since it was the first to
develop and employ the concept. Gomez-Mejia et al. (2007) argue that family
owners are loss averse with respect to SEW (the affective endowments associ-
ated with control of the firm) instead of financial wealth.

Using a sample of 1237 family-owned Spanish olive mills, they evaluate the
willingness of family owners to join a cooperative to increase firm performance.
They found that most family-owned olive mills accept higher risk of lower
performance in order to maintain family control, which suggests that family
owners place a higher premium on the noneconomic benefits of the firm
(SEW) than its economic benefits. The analysis found that family firms are
more willing to take on risk when it involves retaining family control of the
business, especially in businesses where family involvement is greater. The dif-
ferences in risk-taking behaviors suggested that family owners may be either
risk averse or risk seeking, depending on how they perceive threats to SEW
associated with strategic actions.

Berrone et al. (2012) This article reviews the main aspects of SEW and intro-
duces the FIBER construct as one potential multidimensional measure of
SEW. The authors identify five dimensions of SEW: (a) Family control and

involvement: the control that the family exerts in firm decision-making, (b)



54 D. L. Odom et al.

Identification of family members with the firm, (c) Binding social ties: the
social network ties the family possesses within and outside the family firm, (d)
Emotional attachment of family members to the family firm, and (e) Renewal
of family bonds to the firm through dynastic succession.

This multidimensional approach can be used to assess the distinct behav-
iors of family firms and the potential reference points in the strategic decision-
making process. The authors propose this SEW perspective for examining a
family firm to be advantageous as it does not ignore the possibility of self-
enhancing behaviors, while highlighting the emotional and collaborative
behaviors found in family firms.

Berrone et al. (2010) 'This empirical study analyzed the environmentally con-
scious behavior of 194 publicly traded US firms (101 family firms). The sam-
ple came from manufacturing firms that are required to report their emissions
to the Environmental Protection Agency through their Toxic Release Inventory
program. Using both BAM and institutional theory, family firms are hypoth-
esized to pollute less than their nonfamily competitors in order to preserve
their SEW. In particular, family-owned manufacturers will be more sensitive
to their reputation in the local community, in turn, making them more cog-
nizant of their disposal of harmful waste.

The empirical results show that family-owned manufacturers tend to have
better environmental performance than nonfamily firms. Also the environ-
mental performance of family-owned manufacturers was influenced by geo-
graphic location. The geographic influence on environmental performance
was explained by the owning family placing higher importance on preserving
their reputation and social ties with the local community. The authors found
that family CEOs did not influence environmental performance; however,
having a CEO with stock ownership resulted in less concern for environmen-
tal demands in nonfamily manufacturers.

Chrisman and Patel (2012) 'This empirical study uses the BAM and the SEW
perspective to study family firm’s investments in R&D. They assess the con-
tradictory views about family firm investment for the long term to explain
family firm innovative behaviors. In particular, they analyze the R&D invest-
ment of 964 S&P 1500 companies (473 family firms). BAM suggests that
family firms are loss averse with respect to the family’s SEW, which should
result in lower investment in R&D. However, using the related theory of
myopic loss aversion, they explain that some family firms will invest more in
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long-term R&D in order to achieve the long-term goals of the family firm
even though most family firms invest less. In line with BAM, family firms
were found to generally invest less in R&D than nonfamily firms, but the
variability of R&D investments among family firms was greater. An interest-
ing finding of this study is that family firms invested more in R&D than
nonfamily firms when performance fell below aspiration levels.

The change in investment behavior occurs due to the family firm shifting
their view of R&D investment from a gain perspective that induces risk aver-
sion (when performance is aligned with aspiration levels) to a loss perspective
that induces risk seeking (when performance is below aspiration levels).
Consistent with the theory of myopic loss aversion, the study found that
when the goals of the family firm are long-term oriented, the R&D invest-
ments of the family firm are higher regardless of firm performance.

Zellweger et al. (2012) This empirical study sought to explain the different
levels of importance that family firms place on SEW and determine if SEW
has measurable financial value. The authors argued that SEW is tied to the
family’s control of the firm, and this can result in family owners setting a
higher selling price for the firms to nonfamily buyers.® Their model implies
that the owner’s valuation of the firm is positively influenced by the level of
current family ownership, duration of family ownership, and intentions for
transgenerational control.

The authors used a sample of 230 family firms' CEOs (84—Swiss and
146—German). Their empirical results showed that the extent of family con-
trol does not influence the valuation of the family firm. However, the dura-
tion of control did influence the German CEQO’s valuation of the family firm.
For both Swiss and German firms, the intention for transgenerational control
had a positive influence on the perceived value of the firm. These findings are
important because they establish that SEW indeed exists and influences the
value placed on the firm by family owners (Gomez-Mejia et al. 2007).

Socioemotional Wealth and Family Firm Heterogeneity As it is evident through
the contributions provided by these articles and as suggested by the BAM, the
different reference points that emerge from aversion to loss of SEW is a source
of the heterogeneity of family firms. Interestingly, in both the types and

¢This premium disappears if the firm is sold to another family member. The authors explain that this is
because when the firm is sold within the family, socioemotional wealth (SEW) is maintained.
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amounts of SEW may result in different strategic decisions and behaviors
among family firms. For example, a family firm focused on maintaining its
reputation or social capital may tend to include more nonfamily employees,
whereas a family firm that prioritizes transgenerational succession may display
a long-term strategic orientation.

Institutional Theory

Institutional theory states that organizations will respond to mimetic, coer-
cive, and normative pressures from the external environment in order to
achieve or maintain legitimacy (DiMaggio and Powell 1983). Family firm
researchers suggest that the idiosyncratic nature of family firms results in addi-
tional pressures and a different pattern of responses (Leaptrott 2005). Family
involvement increases the firm’s propensity to respond to stakeholder pres-
sures that may influence the image and legitimacy of the family and the firm,
yet decreases the firm’s propensity to respond to pressures that may conflict
with the goals of the family (Melin and Nordvquist 2007). Below, we high-
light the most influential articles published between 2006 and 2013 that used
institutional theory as the main theoretical framework.

Berrone et al. (2010) This empirical study uses institutional theory as well as
SEW to investigate the propensity of a family firm to respond to environmen-
tal regulatory pressures in order to protect its reputation. In addition to the
findings highlighted earlier, the study found that the institutional pressures
are more intense for geographically concentrated family manufacturers. By
incorporating the SEW lens into institutional theory, the study provided
insights into why family firms exhibit heterogeneous behaviors instead of
purely isomorphic responses to institutional pressures.

Miller et al. (2011) This empirical study covers the influence of ownership
structure on the strategy and performance of firms. Rather than using agency
theory, the authors argued that social context and institutional logics are asso-
ciated with certain types of ownership (i.e., lone-founder vs. family owner)
which influence the performance and strategic behavior of the firm. In order
to compare lone-founder managers and family managers, the authors reviewed
the strategic behavior and performance of 898 Fortune 1000 companies

(146—Ilone-founder firms, 263—family firms, 492—other firms).
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Based on the analysis, top managers from lone-founder firms follow an
entrepreneurial logic because of the institutional pressures from stakeholders
of the firm and other entrepreneurs. Also, they strive to acquire legitimacy
through growing the firm and increasing the firm’s accumulated wealth and
tend to self-identify more as entrepreneurs. On the other hand, managers
from family firms possess familial logic and experience additional institutional
pressures from other family members who reside inside and outside of the
firm. These managers are more conservative and produce inferior shareholder
returns. When comparing CEOs, those from lone-founder firms pursue a
growth strategy and higher performance, which equate to superior returns for
shareholders. In contrast, CEOs from family firms pursue legitimacy by ful-
filling the needs of the family and are identified as family nurturers. Overall,
family firms exhibit lower performance than lone-founder firms.

Gedajlovic et al. (2012) 'This literature review covers the notion that institu-
tional conditions moderate performance differences between family firms.
More specifically, they suggest that positive and negative effects arise from the
institutional conditions that family firms experience when they are located in
an emerging or a mature economy. In terms of family firms operating in
emerging economies, the authors identified three literature streams to catego-
rize the positive effect that institutional conditions have on family firm per-
formance. The first stream consists of articles that detail the successful
performance of family firms arising from their capability to fill institutional
voids in the emerging economy. The second stream refers to family-based
networks that aid in market development through small-scale businesses. The
final stream examines the ability of powerful families to take advantage of
corrupt government officials and weak legal safeguards to appropriate wealth
for themselves and their firms.

Then, the authors addressed two factors that explain the positive perfor-
mance of family firms operating in mature economies. The first is that family
firms are able to flourish in advanced economies due to better regulations,
transparent financial markets, and institutions that mitigate potential
principal-principal problems. The second is the efficient specialization and
the comparative advantages of family firms that arise from their ability to
excel in specialized functions. The authors later explained that the negative
influence on performance for family firms in advanced economies arises due
to conservative behavior in both strategic investment and implementation,
which might eventually lead to dissolution.
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Miller et al. (2013) This study is a follow-up from the authors’ 2011 article
using 263 family firms from the Fortune 1000. Here, the strategic conformity
of family-owned firms are explored as an alternative to the SEW perspective.
They argued that the institutional perspective offers a better explanation of
strategic conformity than SEW because of the conflicting arguments found in
the SEW literature when describing the family firms’ strategic planning
(Gomez-Mejia et al. 2011). Strategic conformity is explored in family firms
due to the fact that conformity is an antecedent to legitimacy (Deephouse
1996). The authors found that family firms will adhere more to industry
norms than nonfamily firms. Particularly, family firms with a family CEO will
display higher conformity, and these effects are greater for later generational
family CEOs. The analysis also showed that even though family firms exhibit
higher conformity, there were no financial benefits attached. Similar to
Berrone et al.’s (2010) findings, strategic conformity increases the SEW of the
family firm without any financial gains passed on to shareholders.

Salvato et al. (2010) This case study traces the Falck Group to examine the
factors that influence exit and renewal strategies in family firms. The Falck
Group is chosen because it is a multigenerational family firm established in
the early 1900s. One of the key factors attributed to the decision for renewal
is the legitimacy that results from maintaining the firm’s identity. The institu-
tional identity developed from the firm’s history influences strategic choices
and a hesitation to change in family firms, which results in family firms being
more concerned with preserving their institutional integrity than their fit with
the environment.

By studying the Falck Group’s transition from a steel producer to the
renewable energy business, the authors highlight the importance of maintain-
ing the institutional identity of an enterprising family. Despite the notion that
only family members can promote continuity and institutional integrity in
strategic decisions, nonfamily members in the firm can also initiate business
change. Thus, family and nonfamily members can efficiently lead to radical
changes in family firms. The main insight from the study is the importance of
continuity and institutional integrity in transitioning from unstable to stable
businesses. This is a result of the institutional identity being more deeply
ingrained through the family’s values.

Institutional Theory and Family Firm Heterogeneity These articles highlight
how institutional theory can explain family firm heterogeneity. A fundamental
premise of institutional theory is that organizations create different structures
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and strategies that are influenced by the interplay of both external and internal
factors. Family firms that emphasize the institutional identity of the family will
exhibit differing strategies than family firms that are more susceptible to pres-
sures in the external environment. These responses to institutional pressures
depend on the goals and governance of the family firm. Those that are more
concerned with the continuity of the family firm through transgenerational
succession will respond to institutional pressures different than family firms
that place higher importance on appealing to nonfamily shareholders. The
institutional identity that the family manager places as a reference point for
legitimacy will also influence the strategic behavior the family firm exhibits.

Discussion

The purpose of this review was to assess the development of family business
research between 2006 and 2013 by examining the 21 most influential arti-
cles that adopted the most commonly used theoretical lenses: Agency, RBV,
Stewardship, SEW, and Institutional. This process generated several interest-
ing observations.

First, the articles were published in ten different journals in the fields of
family business, entrepreneurship, management, and finance. This signals a
wide-ranging acceptance of family business research and bodes well for this
field of study. Second, a preponderance of the work was empirical (57%), fol-
lowed by conceptual articles (33%), and literature reviews (10%). While it is
encouraging to note that the field has progressed to a stage where empirical
studies are dominant, there seems to be a need to develop valid and reliable
measures for primary research. For example, the recent work devoted to the
generation of scales to measure SEW (Debicki et al. 2016; Hauck et al. 2016).
Third, during the time frame used in our study, SEW has emerged as a major
approach for studying the behaviors of family firms, accounting for three of
the five most frequently cited articles. In contrast, institutional theory appears
to be a major alternative to the SEW perspective as it provides opportunities
to understand how family firms are influenced by their contexts and how they
influence their contexts.

Fourth, all 21 articles are authored by researchers in North America or
Europe, with all empirical samples from these regions as well. This reveals a
pressing need to develop and test family business theory in other parts of the
world. Particularly, it is expected that, by 2025, family firms from emerging
economies will account for 37% of all companies with annual revenues of

more than US$1 billion, up from 26% in 2010 (Economist 2014, p. 13).
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Fifth, it is interesting to note that 45 researchers co-authored these 21 articles.
While there was one single-authored article (Dyer 2006), teams of two (six
articles), three (seven articles), and four (five articles) are most common. Two
articles were authored by five-member teams. Among individual authors,
Miller and Le Breton-Miller were co-authors of five articles each, Kellermanns
had four articles, and Chrisman and Gomez-Mejia each contributed three.
Also, Gomez-Mejia co-authored the two most cited articles. Together, these
five researchers co-authored 13 of the 21 (62%) articles featured in our review.

Directions for Future Research Using Agency and/or
Stewardship Theory

Even though a common focus in family business research is family firm hetero-
geneity, many studies follow a more homogenous approach by focusing on tra-
ditional family structures (Jaskiewicz and Dyer 2017). Future research can
continue exploring the potential distinctions between stewardship behaviors and
agency costs in family firms comprised of nontraditional family systems such as
single parents, blended families, and families separated by divorce or distance.

First, future research is needed to investigate the conﬂicting governance
strategies that affect performance under multiple ownership structures (family
and nonfamily) arising from nontraditional family structures (e.g. Madison
et al. 2016; Villalonga et al. 2015). Since it would be more desirable if family
and nonfamily managers behaved as stewards rather than agents, future
research is need to understand the mechanisms needed to encourage steward-
ship behaviors. Researchers need to abandon the implicit assumption of
“spontaneous motivation” (cf. Drucker 1954, p. 278) and begin to investigate
how managers might be motived to act like stewards.

Second, certain considerations deserve attention to explore deviations from
the traditional family often assumed in family business research (Miller and
Le Breton-Miller 2006). Taking nontraditional families into consideration
can explain the differences in family firm behavior. For instance, the majority
of family firm studies using an agency or stewardship perspective assume that
the traditional family represents the dominant coalition (Jaskiewicz et al.
2017). However, researchers should also consider the extent to which oppor-
tunistic or steward-like behavior will emerge if other family relationships (e.g.
divorced parents, in-laws, single parents, and blended families) are included.
For example, what is the impact of divorce among members of the dominant
coalition in terms of the potential for and severity of agency problems? Other
situations may also generate the potential for agency conflicts or steward
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behaviors in family firms. For example, the inclusion of step-children and
step-siblings adds family members that have an interest in the firm who are
not related by blood to all of the other family members, thereby increasing the
possibility for conflicts and disagreements.

Furthermore, using an agency lens implies that the division of the family
into opposing factions will influence the likelihood of self-interested behav-
iors and the race to the bottom (Zellweger and Kammerlander 2015). As a
result of the potential increase in self-interested behaviors resulting from
divorce or the involvement of multiple families, higher levels of monitoring or
side payments may be necessary. These activities or actions can destroy trust
and divert resources from more productive pursuits, which will negatively
impact performance.

Alternatively, employing a stewardship perspective may be needed to
explain different behaviors that emerge in the event of a divorce between
members of the dominant coalition or the blending of two families. For
instance, the dominant coalition may attempt to maintain the bond between
family members in the firm, which will promote stewardship. This may result
in increased altruistic behaviors that signal that the firm and the family are still
important to the dominant coalition, even if the marriage did not work or the
members are not from the nuclear family. The dominant coalition may also
strive to preserve the family’s goals that are in place to provide a rallying point
for the family to counteract the impact of a divorce or a blended family.

Recent work suggests that asymmetric information may be a more serious
and pervasive concern for family firms than opportunism as it appears to be a
root cause of deviant behavior and an inhibitor of goal alignment even when
the inclination of participants is to cooperate (Chrisman et al. 2014). Similarly,
the potential for opportunism may be increased by adverse selection.
Unfortunately, studies using agency theory have not fully considered the ram-
ifications of either asymmetric information or adverse selection and neither
are incorporated into the precepts of stewardship theory. Future studies should
seek to address these limitations.

Directions for Future Research Using Resource-Based
View, Socioemotional Wealth, and/or Institutional Theory

Since Berrone et al. (2012) proposed FIBER, there have been at least two dif-
ferent SEW measures developed (Debicki et al. 2016; Hauck et al. 2016).
Future research can assess the combined and individual effects of a family
firm’s resources on the SEW and governance structure of the family firm
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(Debicki et al. 2016). Particularly, the resources emanated from the interac-
tion between the family and the business may allow family firms to develop
competitive advantages that can be suitable for operating in particular situa-
tions to achieve a variety of goals using a variety of governance structures
(Carney 2005).

Longitudinal studies built on the precepts of BAM may be beneficial in
explaining how aversion to the loss of SEW may potentially shift depending
on the family firm’s size, age, and industry, as well as its resources and gover-
nance structure. For example, family firms may be more averse to a decline in
the well-being of family members in early stages of development, whereas the
reputation of the family firm may be a higher priority in later stages of devel-
opment. Similarly, the SEW importance (SEWi) scale (Debicki, et al. 2016)
may be used to further explore strategic conformity in family businesses. For
instance, the difference in importance placed on certain dimensions of SEW
may dictate how receptive the family firm is to conforming to external pres-
sures, leading them to set different reference points for decision-making.

Researchers should further explore how family firms’ approach to entrepre-
neurship (causal or effectual) influences responses to institutional pressures. It
may be that family firms, which use a causal approach to innovation, will be
likely to succumb to institutional pressures than family firms that use an effec-
tual approach. Furthermore, whether the pressure for conformity to family
history, industry norms, or the behaviors of other family firms hold the
greatest sway may lead to differences in the levels and types of conformance,
as well as differences in the ability of family firms to engage in behavior that
diverges from the status quo.

Directions for Future Research Using Other Theories

Aside from the theories discussed above, scholars might wish to consider the
use of other theories such as transaction cost theory and stakeholder theory in
future family business research. For example, transaction cost theory is useful
for assessing the idiosyncratic behaviors of family firms (Verbeke and Kano
2012) and prior research has found that family firms prefer to rely more on
kinship ties than subcontracting outside of the family domain (Memili et al.
2011). Similarly, since family firms have been theorized to possess distinct
stakeholder salience perspectives, stakeholder theory appears to hold promise
for assessing the behaviors of family firms (Mitchell et al. 2011).

One area that both transaction cost and stakeholder theories could contrib-
ute is the role of in-laws, a topic that has been largely neglected in family
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business research (for a notable exception see Santiago 2000). In many family
businesses, the inclusion of in-laws is a natural evolution of the family busi-
ness system. Alternatively, the exclusion of in-laws may also influence the
system. However, whatever the practice on the business front, families must
bring outsiders into the system in order to survive. For example, research is
needed to determine the extent to which the firms run by the families of in-
laws might be viewed as potential alliance partners and how the inclusion of
in-laws increases or dilutes the human asset specificity and SEW of the firm.
Similarly, the involvement of in-laws in a family business may affect stake-
holder salience considerations by expanding the number of salient stakehold-
ers and/or altering perceptions of the power, legitimacy, and urgency of
existing stakeholders. Such a shift could impact the goals, governance,
resources, and subsequent performance of a family firm and is therefore a
relevant topic for future research.

In conclusion, we expect that researchers in the field can learn much from
the articles and theoretical perspectives discussed in this chapter. Collectively,
they illustrate that the field is well underway in its journey to develop more
robust theoretical understandings of this distinctive form of organization. We
hope this chapter will facilitate the continuation of the journey!
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