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Abstract The results of research of the utilitarian
type on the culture of the family firm is reported here.
A model is built and defined on the basis of the main
arguments supporting the following theories: general
systems theory, neoinstitutional theory, transforma-
tional leadership theory, field theory, learning theory,
and group dynamics theory. The resulting model is an
instrument that can be used to deepen our under-
standing of the organizational culture of this type of
firm. It should prove to be a powerful tool to exploit
the competitive potential of this culture, which has
often been noted in the literature.
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1 Introduction

Although considered somewhat superfluous and of
dubious value for many years, the formation, molding,
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and reinforcement of organizational culture has since
become one of the central concerns of firms in their
search for effective management (Schein 1996;
Sorensen 2002; Lee and Chen 2005; Henry 2006).
Indeed, the culture of organizations continues to be an
important topic, for managers as well as researchers
(Ogbonna and Harris 2002; Fey and Denison 2003;
Ravasi and Schultz 2006). Schein (1996) argues that
culture is one of the most powerful and stable forces at
work in organizations. Culture presumably influences
firms’ financial performance (Denison 1984), their
internal development (Cox et al. 1991), and their
strategic success (Bluedorn and Lundgren 1993). It has
also become clear that firms about to merge must adapt
their cultures to suit each other (Fairclough 1998).
However, researchers have largely ignored culture
in family firms, with Gallo (1993, 1995), Dyer
(1986), Ainsworth and Wolfram (2003), Aronoff
(2004), and Denison et al. (2004) being important
exceptions. With the exception of these authors,
contributions to this field have tended to focus on
differential aspects, in line with Gallo (1993, 1995),
and have generally been the result of the professional
experience of consultants and advisors rather than
rigorous scientific research. I have not been able to
find any research work focusing on the culture of the
family firm as a source of competitive advantage. At
the most there are a few studies that, among other
findings, suggest that one of the keys to success in
family firms may be their culture (Viedma 1990;
Collins and Porras 1996; Simon 1997), but none of
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these studies were designed from the outset to
demonstrate the existence of a relation between
culture and profitability or performance.

Thus, the research presented here is considered by
the author as a necessary contribution to the literature
on the family firm, since it proposes a theoretical
model by which to analyze the culture of the family
firm. Starting from some of the different values that
define the second level of organizational culture’, this
model can be used to examine and confirm the
importance of this culture for the generation of
competitive advantages, based on the stronger culture
that these specific and distinctive values confer.

This research paper has been structured in two
main sections with the aim of accomplishing the main
objective of the research and to facilitating an
understanding of this research. In Section 2, I
describe the theoretical framework that has served
as the basis for formulating the theoretical proposi-
tions stated here, which in turn form the basis for the
model of cultural analysis that is proposed here. The
third and concluding section is dedicated to defining
and describing the significance and utility of this
model.

2 Theoretical framework

2.1 The tri-systemic conception of the family
firm: general systems theory

Like any other type of firm, the family firm has the
attributes that are characteristic of any system (Kast
and Rosenzweig 1987). However, the concept of
family firm under the perspective of general systems
theory is notably different from the concept of any
other type of firm. This difference resides fundamen-
tally in the number of subsystems that interact in and
condition its operation. In the structure of any firm
system, two subsystems can be appreciated: the
ownership subsystem and the business subsystem

! According to Schein (1988), the organizational culture
consists of three different levels: artifacts (first level), values
(second level), and assumptions (third level). A scale of
perception exists from the first level to the third level. Thus,
artifacts are the most clearly perceptible, while the perception
of values and, especially, assumptions is more difficult. For this
reason, values and assumptions are known as the two invisible
levels of the organizational culture.
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(or subsystem of the firm itself). Within this
perspective, however, the family firm system has, in
addition to the two subsystems just mentioned, a third
subsystem labeled “family subsystem”. This subsys-
tem has an important influence on both the structure
and the operation of the family firm, but especially on
the culture of the firm system as a whole (Churchill
and Hatten 1987). Thus, family firm managers have
to contend with the desires of each subsystem when
they formulate goals (Tagiuri and Davis 1992).

In contrast to this tri-systemic model, Astrachan
(1988) proposes a tetra-systemic model, which adds a
fourth subsystem to the tri-systemic model, the so-
called “community” subsystem, in an attempt to
reflect the influence on the family firm itself of the
culture and idiosyncrasies of the community in which
it was founded and within which it operates. Simi-
larly, Donckels and Frohlick (1991) also propose a
tetra-systemic model, comprised of the following
subsystems: management, ownership, family, and
firm. This model also takes into account the influence
of the environment on the family firm.

The existence of a certain congruence between the
organizational culture and the local community
culture tends to be a characteristic of family firms’
management that is not present in non-family firms’
management (Astrachan 1988). On the other hand,
the influence of the national culture on the behavior
of societies and organizations (Hofstede 1980, 1991)
allows us to assume that this local community culture
is a reflection of the national culture.

This special nature means that family firms
experience a phenomenon, known as familiness,
which is a result of the interaction of the family
system with the firm and which leads to the firm
possessing a unique bundle of resources (Habbershon
and Williams 1999). The family provides advantages
in terms of business organization, since the implicit
social ties that are indicative of the family relation
substitute the explicit contractual and formal relations
that predominate in non-family firms (St. James
1999).

As long as the family procedures contribute to
efficiency and effectiveness, the family firm will
survive and grow (Aronoff and Ward 1995).

In view of the exclusive presence of the family
system in family firms’ configuration, the influence of
the local community culture on the firm’s manage-
ment, and the influence of the national culture on the
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local community culture, I advance my first theoret-
ical proposition:

Proposition 1 The cultural differences between
family and non-family firms originate in the unique
systemic configuration of the former, which is char-
acterized by the presence of the family subsystem and
a greater influence of the national culture.

The presence of the family subsystem means that
the firm system—as a finalist system—must pursue
goals that satisfy the interests of the people belonging
to the family, making it more likely for there to be
conflicts of objectives that may paralyze, in the best
of cases, or even extinguish the firm system. In this
context, Miller et al. (1999) point out that the areas
where the family and firm overlap end up being a
source of conflict. Rosenblatt et al. (1985) go so far
as to recommend that in order to manage a family
firm, family and firm should be separated, since
according to Sorenson (1999), the interference of the
family (its relationships, norms, and attitudes, etc.) is
the main trigger for conflict.

Socialization is the complex process by which the
employees of the family firm learn the skills,
attitudes, and behavior patterns of the owning-family
culture, and in order to explain why it occurs we need
to find a theoretical explanation for the transmission
of the values and other elements of the family
culture.® In this respect, neoinstitutional theory may
help to explain theoretically why this transmission
occurs.

2.2 The origin of the flow of values and attitudes
under the neoinstitutional perspective

According to this theory, the engine driving the
activity in organizations is simply the latter’s desire
to adjust to their external institutional environment in
accordance with other organizations’ responses to
institutional pressures (Oliver 1991; Martinez and
Dacin 1999), since those organizations that adapt to
the institutional pressures that they face are more
likely to be able to obtain the scarce resources and
opportunities necessary for survival (Meyer and
Rowan 1977; D’Aunno et al. 1991) as well as to

2 In general, family culture refers to the artifacts, perspectives,
basic values, and assumptions shared by the members of a
particular family (Dyer 1986).

respond to their most significant competitive chal-
lenges and threats (Baum and Oliver 1991).

With greater or lesser generalization, depending on
the author, institutions can be understood as systems
presenting diverse aspects, which incorporate systems
of symbols (cognitive structures and normative rules)
and regulatory processes that firms carry out and
which determine their social behavior. The systems
of meaning, systems of control, and actions are all
interrelated. Institutions employ various methods and
operate at levels that go from the worldwide to that of
the organization (Scott 1995a, pp. 33-34). It is the
individual agents that build organizations, either
through a conscious and rational process of social
construction or in a way that is relatively unelabo-
rated but systematic (DiMaggio and Powell 1991;
Powell 1991).

However we look at it, the family, taking into
account the above definition of institution generally
accepted by neoinstitutionalists, as well as the
important role played by individual agents in insti-
tutional creation (DiMaggio and Powell 1991; Powell
1991), can be considered an external institution of the
type “stakeholder” (Oliver 1991). This institution is
created by the agents that make it up, with a
significant presence and pressure in the firms, but
only in those in which the “family institution” has a
clearly and perfectly demarcated presence and influ-
ence. Once the individual agents identify the
institutions that can generate socially desirable out-
comes, these agents may work to reproduce these
institutions (Scott 1995b) and formalize them (Law-
rence 1999; Ahlstrom and Bruton 2001). This is
precisely the situation that is reproduced in family
firms, such that it is the members of the owning
family themselves in their guise as agents that
provoke the expansion of the family in the firm as a
legitimizing institution.

In the external environment, social theorists have
identified the regulative, cognitive, and normative
systems as the pillars of institutions. There is, hence,
a regulative pillar, a normative pillar, and a cognitive
pillar (Scott 1995a).

These three pillars on which neoinstitutional
theory is founded, especially the normative and
cognitive pillars,” constitute a consistent theoretical

3 The regulative pillar of institutions provides explicit guid-
ance to organizational members about rules, controls, rewards,
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argument for why the transmission of values and
other elements of the family culture takes place, and
why these are assumed by the individuals linked by
employment to the firm, even when these have no
family relationship with the family that owns the
firm. This assertion is based on the idea of the
institutional theorists (Zucker 1977; Scott 1995a) that
institutional elements enter into organizations via the
individuals that work in them.”*

The normative pillar allows us to explain why the
transmission of values and other elements occurs;
these will later be grouped at different levels, in
function of their perceptibility or ease of perception,
and this is what defines the culture of the firm. This is
so since the institutionalizing mechanism of this
pillar is composed of norms and values, such that in
the specific case of family firms, the owning fami-
lies—in their guise as institutions—will carry out a
normative institutionalizing process, transmitting
their norms and values to the firms over which they
exert a notable influence. It is precisely these values
and norms, along with the underlying basic assump-
tions, that constitute, according to Schein (1988), the
two invisible levels of the organizational culture
concomitantly as its essence.

The cognitive pillar allows us to explain why this
transmission of values and other cultural elements is
perceived, processed, and analyzed by the members of
the firm who do not belong to the family. These
employees can never remain immune from the pres-
sures, in institutional terms, coming from the owning
families, who manage the firm according to their own
culture. This influence conditions the behavior of the
individuals not belonging to the owning family, since
their legitimization in the eyes of the family will

Footnote 3 continued

and sanctions (Scott, 1995a), so it does not contribute to
explaining the flow of values and their cognition from the
family to the family business like the other two pillars.

4 In family firms, this mode of getting the institutional
elements is different because their members are exposed to
two socialization processes of a family nature—the socializa-
tion process of their own families and the socialization process
of the owning family of the firm—and also because the
literature considers the family to be the most important
socialization agent (Macionis and Plumier 1999). From an
organizational perspective, the main goal of socialization is
just to make the new members understand the organizational
culture defined in terms of its shared values (Chatman 1991;
Bauer et al. 1998).
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depend on their acceptance and identification with the
norms, values, and other elements of the family
culture. Via mimetic processes the employees will
begin to reproduce the behaviors, attitudes, and ways
of understanding the business of the members of the
family that run the firm.

Thus, both the initial transmission from the owning
family of the business and the subsequent analysis,
assumption, and learning of values and conducts are
determinant processes for the formation of the orga-
nizational culture and the management of the family
firm. This can be understood under Zucker’s (1977)
microlevel perspective (microinstitutionalism), which
considers that three aspects of cultural persistence are
directly affected by institutionalization: transmission,
preservation, and resistance to change.

All this converts neoinstitutional theory into an
important element in our theoretical framework for
explaining why family values flow from the family
culture to the firm culture, and it allows the following
theoretical proposition to be formulated:

Proposition 2 The transmission of the values and
norms of the owning family’s culture is due to the
institutional nature of the family.

The what, how, and when of this transmission of
values will be highly conditioned by the characteristics
of the owning family, so it becomes important to have
all possible information about it, although it is impos-
sible to collect information about all possible types of
families in a systematic and exhaustive manner.

However, and taking into account that one of the
starting premises of the research reported here is its
consideration of organizational culture as the key
factor in the family firm’s competitiveness and
survival, we believe that the families behind success-
ful family firms must be of the cohesioned type,
according to Aronoff and Ward’s (1993) taxonomy,
and oriented toward the environment. This is so
because firms of other types cannot very easily
generate a culture that has the three characteristics
(thickness, extent, clarity of ordering) that according
to Sathe (1985) determine the strength of the culture
and, hence, its capacity to generate profitability and
ensure firm survival. Thus, the culture of a family that
is cohesioned and oriented to its environment will
contain some well-defined values that are shared by
all its members, providing it with a cultural strength
that will make it easier to institutionalize them in the
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firm, according to the reasoning of neoinstitutional
theory. At the same time its culture will be a
significant, distinctive factor with competitive and
strategic relevance compared to non-family firms.

It will be precisely the extent of the definition and
joint assumption of these values—starting from Stin-
nett’s (1992) idea—that will allow us to define the
strength of the family unit. Moreover, this same author
sustains that the strength of the families of any
economy conditions the possibility of survival of this
institution as such, as well as its level of well-being and
development. Even so, most of what has been
published to date on the family focuses fundamentally
on the defects and problems of the family institution.
From a preventive point of view—oriented to strength-
ening the family—it is mainly the pathological aspects
that have been highlighted. However, it is fundamental
to establish the positive points of firms and provide the
instruments required to strengthen them.

Consequently, the strength of the family becomes,
a priori, an essential condition for a firm to achieve a
strong culture that can help it become more profit-
able. In this respect, Stinnett (1983, 1986) carried out
a research project over more than a decade involving
more than 3,000 families in the USA and a further 20
countries in Africa, Europe, and Latin America. This
led him to conclude that the main qualities of strong
families were as follows:

1. Appreciation.
Every human being has the basic need to feel
appreciated by his or her fellows. Strong families
have the habit of observing the good qualities of
their members and expressing their appreciation.
Everybody has positive qualities and talents, and
it is in the family where these must be confirmed
for the first time. Strong families concentrate on
positive aspects.

2. Spend time together.
In strong families, the members truly enjoy
spending time together. They must plan and
structure their time to do this. Spending time
together is not something that can always be
improvised: strong families plan it. Stinnett’s
research reveals an interesting pattern: the fam-
ilies frequently took part in outdoor activities.

3. Commitment.
Strong families are deeply committed to the
family group and to promoting the happiness and

well-being of all its members. Although there has
been little research on family commitment,
modern societies have experienced a process of
change that has sidelined those attitudes exces-
sively centered on the individual, leaving space
for a new ethics of commitment, in which new
norms of life are evident that promote personal
realization through deeper human relationships.

4. Communication.
Strong families are good at communicating. This
quality is closely related to the above qualities.
Good communication takes time. Strong families
not only talk frequently, but they also know how to
listen, thereby demonstrating mutual respect for
all family members. Likewise, they are always
ready to face conflicts, and they commit them-
selves to seek the most suitable solutions. They are
prepared to confront problems in a creative way.

5. High level of religious orientation.
Research carried out in the past 40 years shows a
positive relation between religion, marital hap-
piness, and family well-being. Stinnett (1983,
1986) finds that being conscious of a superior
power gives many families a sense of meaning,
as well as strength. This consciousness also helps
them to be more patient and more tolerant, to
overcome conflicts more quickly, and to be more
cooperative in their relationships.

6. Ability to resolve crises positively.
Strong families are able to resolve crises con-
structively; they can confront problems and
continue to help each other. These families have
the ability to resolve problems and can find
positive aspects, even in the most difficult
situations. They are prepared to identify
moments of crisis and to confront problems
rather than members of the family unit.

Starting from the qualities that are indicative of
family strength, we now define the values, which, as
variables, allowed me to build my model for the
analysis of culture in family firms. These values are
as follows.

1. Commitment

This variable is defined here starting from the
qualities “commitment” and “spend time together”.
Authors such as Leach (1993) and Lee (2006) have
highlighted the importance and greater weight of this
value in family firms.
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The study of organizational commitment has been
approached in the scientific literature from three
distinct perspectives, such that we can speak of three
distinct types of commitment: affective or attitudinal,
calculative or continuance, and normative (Iles et al.
1996), although as De la Calle and Maeztu (2000)
point out, it is affective or attitudinal commitment
that tends to be identified with organizational com-
mitment and which is consequently the most studied
of the three types.

For De Quijano et al. (2000), affective or attitu-
dinal commitment entails aspects such as affection or
fondness for the organization. In addition, according
to Meyer and Allen’s three-component model of
organizational commitment (Allen and Meyer 1990;
Meyer and Allen 1984, 1991), affective commitment
refers to identification with and emotional attachment
to the organization. For this reason, affective com-
mitment can be defined as the extent to which an
employee identifies with the firm (identification).

With regard to the type of commitment known as
calculative or continuance, Meyer and Allen (1997)
point out that it represents aspects such as the costs—
not only economic but also emotional—perceived by
the worker to be associated with leaving the
organization.

According to Meyer and Allen (1991), because
continued employment is a matter of necessity for the
employee with high continuance commitment, the
nature of the link between commitment and on-the-job
behavior is likely to be dependent upon the implica-
tions of that behavior for employment. An individual
whose primary tie to the organization is a high
continuance commitment may exert a considerable
effort on behalf of the organization if he or she believes
continued employment requires such behavior. Thus,
the process by which continuance commitment is
translated into behavior may involve the employee’s
evaluation of the behavior-employment link.

For this reason, continuance commitment could be
identified with the involvement of the employees in
their organization.

Finally, the third aspect or type of organizational
commitment, known as “normative”, consists of
consequences of the obligation to remain in the
organization. These are experienced by the employ-
ees because they believe this to be the right thing to
do. This feeling of loyalty towards the organization
may be triggered by family or cultural socialization
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pressures or processes (Morrow 1993). The family is
one of the most important agents of socialization that
transmit norms, values, and attitudes during the
socialization process (Bush et al. 1999). Loyalty
tends to be an important value transmitted by families
because it strengthens the ties between members and
hence contributes to family survival. Similarly,
loyalty plays the same role for the survival of nations
or nationalities, which is why the strength of a
national culture is almost always based on a high
level of loyalty among its citizens.

Taking into account the existence of these three
distinct aspects of organizational commitment, along
with the different contributions from the literature on
family firms dealing with this area, I suggest that in
order to achieve a better measure and analysis of this
variable it is advisable to break down this aspect into
three parts, with each part corresponding to one of the
aspects of organizational commitment mentioned
above. These variables are as follows:

1.1 Identification: Moscetello (1990), Adams et al.
(1996) and Kets de Vries (1993) reveal the
existence of higher levels of identification with
the cultural values of the firm among employees
working in family firms.

1.2 Involvement: Again, Moscetello (1990) finds
that employees of family firms are usually more
involved.

1.3 Loyalty: With regard to this variable, Ward and
Aronoff (1991), Ward (1988), and Neubauer
and Lank (1998) highlight the high degree of
loyalty in family firms compared to non-family
firms. Tagiuri and Davis (1996) also stress that
family firms can develop high indices of loyalty
as a consequence of the strong emotional
involvement that exists in them.

2. Harmony
The definition of this variable comprises the
qualities “appreciation”, “spend time together”,

and “communication”. Some authors regard the
existence of greater harmony, evident in better human
relationships within the business as well as in a better
working atmosphere, as one of the characteristic
values of the family firm (Trostel and Nichols 1982;
Ward 1988).

It was the Human Relations School that first
stressed the concept, as well as the importance of
achieving a certain level of harmony from the human
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resources perspective, since it can improve the way
organizations operate. In order to achieve this
harmony, McGregor (1960) maintains that one of
the principal conditions of human nature must be
respected: the search for autonomy and control over
one’s life. From the organizational perspective, this
can be achieved by encouraging active participation
in the decision-making process, such that employees
become involved in the management and personally
assume the objectives of the firm.

In the same way, the organizational structure must
be construed and designed in such a way as to
generate a working environment that stimulates
human resources to fully develop their labor
potential, at the same time as allowing them to
realize themselves through their work.

McGregor also maintains that the organizational
structure must abandon the classical patterns
informed by the principles of hierarchy and authority
and replace them by a structure that is much more
group-oriented, with group members assuming com-
mon objectives. The structure must be based on
cooperation and mutual support; this helps to elim-
inate hostility.

In view of these three aspects pointed out by the
Human Relations School as necessary to achieve
higher levels of harmony in organizations, and anal-
ogously to what we do for the variable “commitment”,
this variable can be broken down into another three
variables in order to improve its measure, such that
each part corresponds with one of the three aspects
mentioned above, always taking into account the
extant literature on the presence of these three
variables in family firms. These variables are:

2.1 Working environment/atmosphere: Scase and
Goffe (1980), Goffee and Scase (1985), and
Tagiuri and Davis (1992) stress that family
firms have a better working atmosphere. They
tend to be good places in which to work, in the
sense of being places where people can be
themselves and achieve happiness.

2.2 Participation: Daily and Dollinger (1992), Hall
(1988), and Poza et al. (1997) find that family
firms have much more flexible structures, which
makes them more participative. Pervin (1997)
finds that the personal involvement of the
family members makes family firms more
creative. Finally, Eddleston et al. (2008) find

that participative decision-making reduces cog-
nitive and relationship conflicts in family firms.

2.3 Trust’: Authors generally find that those organi-
zations whose leader builds a system of relations
based on trust are more effective and more
successful in the long run (Hosmer 1995; Bennis
and Goldsmith 1997; Shaw 1997). Trust will be
considered here as another of the characteristics
that contributes to achieving greater levels of
harmony in family firms due to the greater level
of trust that exists between the individuals that
work in family (Ward and Aronoff 1991; Adams
et al. 1996; Lee 2006). Steier (2001) regards
trust as an important source of competitive
advantage for the family firm, since it contributes
to cutting transaction costs. For their part,
LaChapelle and Barnes (1998) find that achiev-
ing a high degree of trust in relationships with
non-family-member employees is a very impor-
tant requisite in terms of the family firm’s
performance and survival.

3. Long-term orientation

For the definition of this variable, I used the
qualities “ability to resolve crises positively” and
“high level of religious orientation”. The tendency
among family firms to orient their activities to the
long term, in contrast to what tends to happen in non-
family firms, has been noted by authors such as
Danco (1975), De Visscher et al. (1995), and Ander-
son and Reeb (2003).

As with the previous variables, I shall make use of
other studies to assess the presence of long-term
orientation in the culture of the family firm more
precisely.

The reason for this consideration is simply the
desire of businessmen and entrepreneurs to maintain
and continue their businesses (long-term orientation)
in a series of goals that they hope to accomplish and
that can be grouped into two large categories:
extrinsic and intrinsic (Kuratko et al. 1997).

> Although McGregor (1960) does not speak about trust
specifically or directly, he does so indirectly when he notes that
the organizational structure must be based on cooperation and
mutual support, since trust is the key issue in most of the
specialized literature on cooperation in organizational and
inter-organizational relationships (see Gambetta 1988; Jung
and Avolio 2000; Korsgaard et al. 2002).
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Family firms tend to have an objective with a
strongly intrinsic character—family security—which
along with the view of the firm as a legacy to pass
down to future generations leads, according to Davis
(1990, cited in Leach 1993, p. 29), to a management
that is highly long-term oriented, notably influenced
by the following aspects: risk aversion, a policy
guiding how to make use of the profits generated and
the level of indebtedness.

Consequently, here, the variable long-term orien-
tation is broken down into these three variables in
order to optimize its observation, a choice supported
by contributions from the literature on this question
in relation to family firms.

3.1 Reinvestment of profits: Authors such as Gallo
and Vilaseca (1996), McConaughy et al.
(1995), and Poutziouris (2001) note the ten-
dency of family firms to reinvest a higher
proportion of their profits in the firm.

3.2 Level of indebtedness: Authors such as Donckels
and Frohlick (1991), McConaughy and Philips
(1999), and Gallo et al. (2004) demonstrate the
existence of a lower level of indebtedness,
measured in terms of the relative levels of
long-term debt and equity, in family firms.

3.3 Attitude towards risk: Donckels and Frohlick
(1991) and Gallo et al. (2004) find that family
firms are, in general, highly risk averse, tending
to identify innovation as a high element of risk.
It is for this reason that these firms consider that
the CEO should not undertake innovations that
entail excessive risk for the firm.

4. Customer service

Authors such as Lyman (1991), Aronoff and Ward
(1995), and Poza (1995) stress the importance of
customer service in family firms. These firms
consider dedication and concern for customers to be
one of the key elements in their competitive strategy.

Executives of family firms understand that their
customer service policy should be oriented towards
personal interaction, in which the emotional reaction
is much more important than the behavior that the
firm wishes to elicit in the customer. Flexibility is
implicit in any situation when dealing with custom-
ers, in view of the nonexistence or scarcity of written
rules; employees are therefore personalized and given
freedom to serve customer needs at any moment.
Consequently, the managers have a high level of trust
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in their employees, and the former often consider the
effects of their customer service policy as a reflection
of their position as owners, evident in the primacy of
family or personal values over corporate values in the
satisfaction of customer demands (Lyman 1991). On
the basis of the above, 1 formulate theoretical
Proposition 3a:

Proposition 3a The culture of the family firm is
characterized by a stronger presence in its second
level of values, such as commitment (reflected in
identification, involvement, and loyalty), harmony
(measured in working atmosphere, participation, and
trust), long-term orientation (observable in the ten-
dency to reinvest profits, the level of indebtedness,
and risk aversion), and customer service.

Going deeper with the construction of this model, I
have not been able to find any research work focusing
on the influence of organizational culture on profit-
ability and survival in family firms, or the influence
of the values of the organizational culture on
profitability and survival in family firms. I did find
some results about these influences, but only from a
general point of view.

In this respect, it is important to note the contri-
butions of Kotter and Heskett (1995), who look in a
little more detail at the repercussions of a strong and
solid culture for a firm. They find a close association
between profitability—and consequently firm sur-
vival itself—and the existence of a strong and solid
culture. Other authors, such as Ogbonna and Harris
(2000) and Sorensen (2002), also find a positive
relation between strong organizational culture and
profitability.

At the same time, a number of researchers find that
the elements of the second level of the organizational
culture—the values—have a positive influence on the
performance of organizations (Dobni and Ritchie
2000; Kwon et al. 2000; Burke 2001). On the
basis of the above, theoretical Proposition 3b is
formulated:

Proposition 3b Cultural values, such as commit-
ment, harmony, long-term orientation, and customer
service, influence profitability and survival in family
firms.

Once we have determined why the transmission of
the owning family’s values and other cultural
elements takes place, we are left with the question
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of how the diffusion and assumption of these values
and cultural elements happen. The theoretical model
proposed by Schein (1988) to study the business
culture of firms in general can, in our opinion, help
explain how these processes occur in family firms, if
adjustments are made to suit this type of firm.

This author proposes a combination of three
different theories to explain these processes: group
dynamics theory, leadership theory, and learning
theory. Starting from this proposal, the argumentation
of our model of the organizational culture of family
firms is based on transformational leadership theory
and field theory, social learning theory, and group
dynamics theory.

Transformational leadership theory, along with
field theory, will allow us to explain how the
diffusion and modification of values and other
cultural elements between firm members take place.
For their part, social learning theory and group
dynamics theory form the theoretical foundation
required to explain how and why these diffused
cultural elements (and their possible modifications)
are assumed by organizational members.

2.3 The diffusion and modification of the family
culture’s values: leadership and field theories

The leadership theories, both the charismatic and the
transformational, represent a clear advance with
respect to the theoretical models of leadership that
existed before their appearance. Most theoretical
models developed prior to the transformational
leadership theory approach the exercise of leadership
in organizations as a process of interchanges aimed at
achieving each party’s own objectives; Burns (1978)
calls this transactional leadership. Followers are
rewarded by the transactional leader when they
manage to achieve the agreed-upon objectives, and
the leader guides them so that they can accomplish
their goals, monitors their performance, and applies
the appropriate corrective measures when the estab-
lished standards are not met (Bass 1999; Bass and
Steidlmeier 1999).

Transformational leaders motivate their followers
to work to achieve significant objectives, rather than
selfish short-term goals, and to recycle themselves
rather than seek security. In this case, the reward for
the followers is internal. Explaining his or her vision,
the transformational leader convinces followers to

work hard and accomplish the goals that they have in
their (the leader’s) minds. This vision provides the
followers with a motivation for their work that turns
out to be self-compensatory (Bass 1985, 1999).

The theoretical proposals of this new paradigm
have served to demonstrate that the leaders described
as charismatic, transformational, or visionary have
positive effects on both their organizations and
followers in terms of firm performance and levels
of satisfaction, commitment, and identification (Fiol
et al. 1999).

All this scientific thinking around the concept of
transformational leadership allows us to argue that the
greater solidity and strength that we believe is a
characteristic of the culture of family firms compared
to that of non-family firms, given equal economic,
social, and technological conditions, may be due to the
fact that the leadership of this type of firm is more
transformational. It is therefore able to disseminate
and modify the values and other elements of the family
culture more effectively while, at the same time,
getting its followers to commit themselves firmly to
the mission and objectives of the organization, as
Bandura (1986), Hater and Bass (1988), and Shamir
et al. (1993) point out. Likewise, the followers have a
greater confidence in their own possibilities because
their leaders have stimulated their intellects and taken
into consideration the existing differences between
them (Yammarino and Bass 1990).

This is the case because transformational leaders
transform the needs, values, preferences, and aspira-
tions of their followers, leading them from their own
interests to collective interests (Bass 1997; Sparks
and Schenk 2001; Kark et al. 2003), achieving more
effort and a greater clarity of roles, along with lower
levels of conflict among the followers (Viator 2001).
Similarly, Sosik (1997), Martin and Epitropaki
(2001), and Walumbwa et al. (2004) stress the
existence of a positive relation between transforma-
tional leadership and levels of satisfaction among
employees, while Masi and Cooke (2000) and Sosik
et al. (2002) find a positive relation between this type
of leadership and performance at work.

Sorenson’s (2000) research, based on a study of
culture and organizational change in the family firm
by Dyer (1986), which shows empirical evidence of
the relation between the type of leadership exercised
in the family firm and some efficiency measures,
serves to endorse the previous reasoning to a certain
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extent. Specifically, the author finds five different
ways leadership is exercised in this type of firm:
participative, autocratic, laissez-faire, expert, and
referent.

This author finds that referent, and especially
participative leaders, who are, based on the above
definitions, the closest to transformational leaders,
allow family firms to achieve the results that both the
family and the firm expect. Such leaders also lead to
higher levels of satisfaction and commitment among
non-family-member employees.

All this argumentation supporting how transfor-
mational leadership contributes to the diffusion and
modification of owning-family values among the
employees of the family firm allows the fourth
theoretical proposition to be established:

Proposition 4 The transformational leadership
exercised by family leaders facilitates the diffusion
and modification of owning-family values in family
firms.

The origin of the transformational nature of the
leadership exercised in family firms still needs to be
determined. When this leadership is exercised in
family firms, it presents a number of connotations
that are absent when it is exercised in non-family
firms, again deriving from the tri-systemic structure
of this type of firm. Sorenson (2000) has to a certain
extent demonstrated this in an attempt to relate this
type of leadership with the results expected both by
the family and by the firm.

These connotations are due to the fact that the
leaders not only have to take into account the
objectives of their followers and of their firms, but
also those of the family. The objectives of the family
and those of the followers and even those of the firm
tend to be at odds, which creates a situation of
uncertainty and emotional conflict for the leader. In
order to find a theoretical explanation for this specific
emotional situation experienced by family firm
leaders, we shall turn to field theory.

2.3.1 Emotional conflict from the perspective
of field theory

The assumptions upon which this theory is sustained
are well suited for studying both individual as well as
group behavior. For this reason, it is particularly
appropriate to study the behavior of the owner-
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manager in the context of two groups—the family
and the firm—precisely the most common context in
which family-firm leaders carry out their activities
(Riordan and Riordan 1993).

Likewise, the theory postulates that there are areas
of the subject’s psychological environment that have
certain characteristics not present in their objective
environment, regardless of the subject’s relation with
their environment. In this respect, those areas that
attract or repel have positive and negative valences,
respectively. In this way, owner—managers of family
firms will have at least two regions to which to direct
their efforts within their personal space. Individuals’
needs, values, and beliefs will confer a valence on
each of these regions. These regions are the family
and the firm, both with positive valence for the
owner—manager.

The majority of family firms operate with many
clearly-defined business objectives along with many
undefined family objectives; both the former and the
latter are closely related to the owner—-manager’s own
objectives. Achieving a certain harmony between
business objectives and family objectives is one of
the motive forces explaining the existence of family
firms (Rosenblatt et al. 1985).

In general terms, Riordan and Riordan’s (1993)
research, using field theory as the theoretical frame-
work, drew important conclusions, such as the fact that
the firm is a region in the owner—-managers’ personal
space and that, moreover, it is a positive valence region
for them. Likewise, they show that the behavior of
owner—managers is the result of the forces of attraction
that the family region and firm region exert on them
and that the presence of these two positive valence
regions conditions the leader’s behavior in some way,
since they generate an emotional conflict in them that
is costly to overcome. Leaders have to make good
decisions to achieve the firm’s goals, even if they know
that these decisions may not favor family goals or
interests. Family leaders need to achieve a certain
harmony between family and firm goals.

In contrast, as far as non-family firms are
concerned, there is only one positive valence region
exerting its attraction on the person responsible for
achieving the objectives previously established for
the business. Logically, this region is the firm. The
other positive valence region—the family—which
exerts its attraction on the owner—manager of family
firms, is in this case absent.
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This is why the abovementioned emotional con-
flict, which is provoked by this conception of the firm
as an inherited legacy that has to be expanded and
handed down to descendants, may be the source of
the transformational type of leadership exercised in
family firms.

As mentioned in the previous section, transforma-
tional leaders transform the needs, values,
preferences, and aspirations of their followers, lead-
ing them from their own interests to collective
interests (Bass 1997; Kark et al. 2003). Hence,
transformational leadership is more suitable to handle
the complicated mix of emotional issues (family) and
rational issues (firm) that family leaders face when
running the family business. The fifth theoretical
proposition is based on this argumentation:

Proposition 5 The emotional conflict experienced
by family leaders makes the leadership exercised in
Sfamily firms that of the transformational type.

2.4 The assumption of the family culture’s
values: learning and group dynamics theories

Although the exercise of an adequate leadership by the
family members becomes a key element in the trans-
mission of values and other elements of the owning
family’s culture, these values and other elements need
to be learned—in other words “assumed”—by those
employees who have no family ties whatsoever with
the owning family. Learning theory allows us to
explain how the different elements making up the
culture are assumed by the members of the firm.

The cognitive approach of organizational learning
represents a valid theoretical framework to explain
the process of learning the values and other elements
of the family firm’s culture. Specifically, Kim’s
(1993) model, which considers individual learning in
the organizational context, is in our view the most
successful integrative proposal of the processes of
individual and organizational learning. This model
reveals that in the early stages of any organization,
when we speak of individual learning, it is exactly the
same as organizational learning; however, as the
organization grows, the distinction between the two
becomes increasingly palpable. Moreover, individual
learning is based on the concepts of conceptual and
operational learning and on the concepts of individual
and shared mental models.

Having reviewed the general theory, the funda-
mental idea underlying the postulates of individual
learning proposed by Bandura and Walters (1959)
and Bandura (1982) in their theory of social learn-
ing—learning by observation and imitation of the
behavior of others—allows us to explain the distinc-
tive characteristics of the process of learning the
family values transmitted by the leader. It will be
precisely thanks to the family leadership of a marked
transformational type that the imitation of the family
leader’s behavior—itself clearly influenced and
determined by the family’s own values—can be
more generalized, intense, and continual, thereby
ensuring an effective assumption of the values and
other elements of the family culture.

This idea of individual learning based on obser-
vation and subsequent imitation has been used to
explain different aspects of the learning processes in
organizations (see Robinson and O’Leary-Kelly
1998; Johnson and Marakas 2000; Raelin 2001;
Casey 2005).

However, there is still the unresolved question of
why transformational leadership can lead to a more
generalized, intense, and continual imitation of
family leader behavior. The answer to this question
can be found, once more, in the characterization that
Bass (1985) makes of transformational leadership, in
which he proposes charisma as one of the defining
factors of this type of leadership. Charisma is to be
understood as the ability that the leader must have to
inspire a feeling of value, respect, and pride that
allows a vision to be articulated.

This same theoretical approach also becomes an
appropriate foundation upon which to support the
idea that among the methods proposed by Bandura
and Walters (1959) that are used to modify conduct—
extinction, counter-conditioning, positive reinforce-
ment, social imitation, and discriminative learning,
all of which have a marked role in the learning
process—two are, according to Schein (1988), the
most effective when they are used in the exercise of a
transformational-type leadership; these are positive
reinforcement and extinction. This type of leadership
is what we consider to be the type exercised by
leaders in family firms because it is more suitable for
handling the complicated mix of emotional issues
(family) and rational issues (firm) that family leaders
face when running the family business, as pointed out
in the previous section.
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In short, we can consider that the characteristics of
the transformational-type of family leadership exer-
cised in family firms enable and favor the processes of
individual learning of culture in general and of family
values in particular. This individual learning is based
on imitation and observation according to the theory of
social learning (Bandura and Walters 1959; Bandura
1982). Finally, Kim’s (1993) model proves to be a
powerful tool to explain and understand how organi-
zational and individual learning can be integrated by
means of mental models.® The cycles of individual
learning affect learning at the organizational level
through their influence on the organization’s shared
mental models. Organizational learning is dependent
on individuals improving their mental models, and
making those mental models explicit is crucial to
developing new shared mental models (Kim 1993). In
this way, family values are first learned by individuals
and incorporated into their mental models and then
incorporated into the shared mental model of the
organization as cultural elements.

Taking into consideration the above arguments of
social learning theory about individual learning by
imitation, Kim’s (1993) proposal to link individual
and organizational learning through mental models
and the possible transformational leadership exer-
cised in family firms, I formulate my sixth theoretical
proposition:

Proposition 6 The transformational leadership
exercised in the family firm encourages a more
intense, generalized, and continual social imitation,
which favors individual learning or assimilation of
the values of the family culture, which is the
foundation of organizational learning according to
the cognitive approach.

2.4.1 Group dynamics theory

A group can be conceptualized as a collection of
individuals who perceive themselves to be members

% Kim (1993) distinguishes between individual mental models
and shared mental models. Individual mental models are
described as deeply held internal images of how the world
works that have a powerful influence on what we do because
they also affect what we see. Shared mental models are
described as thought constructs that affect the way organiza-
tions see how the world works and how they operate in the
world.
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of the same social category, share some emotional
involvement in this common definition of themselves,
and achieve some degree of consensus about the
evaluation of their group and of their membership in
it (Tajfel and Turner 1985).

The first point to understand is how each individ-
ual ends up feeling that he or she is first and foremost
a member of the group, and how each member
resolves the vital conflict between their desire to be
assimilated and subsumed into the group and their
desire for full autonomy and freedom vis-a-vis the
group. A new group does not exist as a working
group, capable of achieving its mission, until its
members find out that they can satisfy their personal
needs by being part of the group (Hogg 2000, 2001).

The Fundamental Interpersonal Relations Orienta-
tion (FIRO) theory postulates that these basic needs
of the individual when incorporating into a group are
fundamentally reduced to the following three aspects:
security (inclusion); control; acceptance and intimacy
(Shaw 1994). Likewise, the FIRO theory has also
been applied to family firms by Danes et al. (2002).

These interpersonal needs referred to by the FIRO
theory will be a reflection of basic human needs,
becoming over time the source of, on the one hand,
anxiety and fear of failure and, on the other, of
positive energy in the path to satisfaction of the
interpersonal needs. Each member of the group
provides different skills, values, attitudes, personal-
ities, and cognitive styles to the group, while at the
same time hoping to satisfy different demographic
attributes and needs (McGrath et al. 2000).

According to social identity theory, the social
groups with which a person identifies are key
determinants of many aspects of their way of
thinking, feeling, and behaving (Abrams and Hogg
1998; Hogg 2001; Jiatao-Li and Pillutla 2002) as well
as of aspects such as the degree of group cohesion
(Smith et al. 1999).

The integration process of people in any firm can
be considered as a group integration process. The
people making up the workforce of a family firm
have to face a special situation, since as well as
overcoming their difficulties in satisfying their basic
needs when they incorporate into the group, they also
have to adapt or even replace their own personal
values—mainly acquired during the socialization that
they experienced in the family home, from birth to
maturity—by those of the owning family. This



A model to study the organizational culture of the family firm

59

situation has, as the most significant positive conse-
quence for the running of the firm, the closer links of
belonging and inclusion in the group that arise when
the process is successful. This lends more cohesion to
the firm and firmly contributes to a consolidation of
the values of the family culture or, equivalently, to a
strengthening by identification to the culture of the
firm.

There are two explanations for the above analysis.
The first is that people’s sense of affective commit-
ment to the group may be the crucial factor that
determines whether they are likely to behave in terms
of their group membership and of the common team
goals (Ellemers 2001). The second has to do with the
fourth proposition concerning the exercise of a
transformational-type family leadership in the family
firm and its influence on the level of commitment. In
this respect, Fiol et al. (1999) and Walumbwa et al.
(2004) note that it has been empirically demonstrated
that leaders described as charismatic, transforma-
tional, or visionary have positive effects on
followers’ levels of satisfaction, commitment, and
identification. In addition, transformational leaders
also build high-performing work groups by enhanc-
ing cohesiveness (Pillai and Williams 2004).

This argumentation, based on transformational
leadership, for why the values of the family culture
are consolidated in family firm employees, thereby
enhancing their cohesion as a group, allows the
seventh theoretical proposition to be established:

Proposition 7 The transformational leadership
exercised in family firms generates a strong level of
group commitment that favors the consolidation of
the values of the family culture and the enhancement
of group cohesion.

The entire theoretical approach that has been in the
research presented here on the culture of family firms
can be summarized and integrated into a theoretical
framework that shall be referred to here as the
“cultural model of the family firm”.

Figure 1 presents a diagram of the proposed model
and shows how Propositions 1-7 contribute to the
construction of the model. Finally, the model con-
siders two dependent variables—profitability and
survival—as key factors determining the competitive
potential of the culture of the family firm. Profitabil-
ity is defined here as the firm’s positive or negative
results in terms of annual profits; survival is defined

as the number of years the firm has been operating
(i.e., its age).

3 Conclusions

The model put forth here is the result of integrating
the various theoretical propositions advanced
throughout this work, derived from the postulates of
significant theories from various scientific disciplines,
such as business organization, social psychology, and
sociology. The author believes that this model can
serve as an instrument to measure the culture of
family firms and compare it with that of other
populations of firms. In its construction I have
employed general systems theory, socialization the-
ory, neoinstitutional theory, transformational
leadership theory, field theory, learning theory, and
group dynamics theory, always taking into account
the distinctive characteristics of family firms noted in
the literature. In short, the starting point was the
general approaches of all these theories, followed by
their application to the particular case of the family
firm. As such, one of the most important gaps in
research on the family firm has been filled—the study
of family firms in general and their culture in
particular, based on theories of generic application
that are recognized and accepted by the scientific
community.

As can be seen from a reading of the various
theoretical propositions, thanks to general systems
theory, it is now possible to explain the unique tri-
systemic nature of the family firm. Socialization
theory is the key theoretical argument used to
understand the idiosyncratic definition of the culture
of this type of firm, although it is the regulative,
normative, and cognitive pillars of neoinstitutional
theory that allow us to determine the keys of the
socialization process.

Specifically, this theory allows us to understand
why the values and other elements flow from the
family culture to that of the firm. In turn, leadership
theory and field theory have provided the ideal
theoretical support to help us understand how the
transmission or diffusion of these cultural elements
occur. Finally, the main arguments of learning theory
and group dynamics theory have been used to explain
the assumption of these cultural elements by all the
organization’s members.
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‘ Socialization Process ‘

I

G.S.T. ’Fri-systemic Family system as
—> concept (_)f an institution
P, fam. business

modification of

Diffusion and G.D.T. values and
cultural elements P lcultu:alb
LE.T. elements by
P; ’ employees
without family
ties

P,: proposition number in theoretical background
(+): higher level, positive effect; lower level, negative effect
(-): lower level, positive effect; higher level, negative effect

Fig. 1 Cultural model of family firm as proposed by the
author. G.S.T. General systems theory, N.T. neoinstitutional
theory, N.P. normative pillar, C.P. cognitive pillar, L.T.

To conclude, it should be mentioned that this
model is a distinctive and novel proposal designed
within the framework and rigor of important and
recognized theories from various scientific fields. I
believe that once its validity has been empirically
tested, this model will prove to be a powerful tool for
analyzing and confirming many of the existing
theoretical contributions and convictions on the
specificity and importance that organizational culture
may have for the competitive potential of family
firms, especially in relation to their survival and
profitability, as is shown in the model, since this kind
of firms seems to be more profitable (Lee 2006).

There are two additional aspects that should be
taken into account when testing the model empirically.
The first is the influence of the national culture on the
organizational culture. Hofstede (1980, 1991) demon-
strates that there are national and regional cultural
groupings that affect the behavior of societies and
organizations and that these are very persistent across
time. Hence, family firms will be affected by national
culture even more than other organizations because
of the influence of the national culture on the family
and organizational culture. Researchers could use
Hofstede’s five-dimensional framework (low versus
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CUSTOMER SERVICE

17

Assumption of

leadership theory, F.T. field theory, G.D.T. group dynamics
theory, LE.T. learning theory. Source: The authors

high power distance; individualism versus collectivism;
masculinity versus femininity; uncertainty avoidance;
long-term versus short-term orientation) to assess
this influence. The second aspect is the important role
that the values of the organizational culture can play
in the firm’s evolution and growth. According to the
evolutionary perspective of ownership proposed by
authors such as Gersick et al. (1997) and Ward (1991),
among others, family firms have to face new challenges
and risks in each stage of their evolution—in each
family generation transition. The four values of our
cultural model (commitment, harmony, long-term
orientation, and customer service) should be taken into
account as a complementary, powerful tool to guarantee
the success of these transitions.

It may be decisive to foster the cultural element
long-term orientation during the first evolutionary
stage, labeled “controlling owner”. During this stage,
it is important that founders who wish to bequeath the
firms they have created to the coming generations
adopt this long-term view.

In a stage like the second, labeled “sibling partner-
ship”, in which the distinct family branches are
beginning to become defined, and the first confronta-
tions and rivalries may appear among the heirs
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competing for the succession, power, or control of the
capital, achieving the commitment of all the second-
generation members to the firm could be essential for
overcoming the many challenges of this stage.

Finally, in a stage like the third, labeled “cousin
consortium”, the use and fostering of harmony as a
cultural value is critical for overcoming the challenges
typical of this stage. This is the case because of the
large number and complexity of relationships that
arise among the different members of the firm, in turn
originating in the multiple roles that are generated by
the time the ownership, family, and business systems
reach this particular stage in their evolution.

In any case, this article stresses the importance of
the cultural variable that has been labeled here
“customer service” in each and every one of the
evolutionary stages through which family firms
pass. Likewise, this model may prove to be the
spearhead for more evolved and perfected future
models of cultural analysis that will facilitate empir-
ical testing of the widely recognized competitive
advantages that their idiosyncratic organizational
culture confers on family firms.
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