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ISNON-FAMILY SociAL CAPITAL ALSO (OR ESPECIALLY) IMPORTANT FOR FAMILY FIRM
PERFORMANCE ?

Abstract
This study investigates the effects of both faraifgl non-family social capital on firm
performance. Specifically, we contend that non-farswcial capital has a stronger effect than
family social capital and also serves as a medlatween family social capital and firm
performance. Using a sample of 172 Spanish fanmitysfthat includes two respondents per
firm, we test a structural model that confirms bypotheses. Our results extend the
understanding of social capital beyond family firbysexploring both family- and non-
family-based social relationships in a context lmak social factors are predominant.

Keywords Family firms, family social capital, non-family satcapital, firm performance,
internal social capital

INTRODUCTION

Social capital (SC) is one of the most prominemtoepts in the field of sociology
(e.g. Coleman, 1988; Granovetter, 1973; Portes3;1BAtnam, 1993). Over the years, it has
been applied to the literature on organisatiorng (¢ahapiet and Ghoshal, 1998; Tsai and
Ghoshal, 1998), strategy (e.g. Sirmon and Hitt,3}08ntrepreneurship (Carr et al., 2011,
Casson and Giusta, 2007), and family businesseasdret al., 2007; Chirico and Salvato,
2008; Salvato and Melin, 2008; Zahra, 208X} is defined as ‘the network of relationships
possessed by an individual or social unit, andstima of actual and potential resources
embedded within, available through and derived fsuch network’ (Nahapiet and Ghoshal,
1998: 243). Nahapiet and Ghoshal (1998) and TshGdmoshal (1998) identified three
dimensions of SC, all of which are crucial to ascassd leverage the resources inherent in
social relationships (Villena et a2011). These dimensions ateuctural (the extent to which
group members are connected — forms of connectiormg actors) (Burt, 1992; Inkpen and
Tsang, 2005)elational (the quality of these connections — trust and wasghiness)
(Granovetter, 1973, 1985; Nahapiet and GhoshaB;1B€ai and Ghoshal, 1998), and
cognitive(the extent to which group members share a commppctive or understanding —

mutually beneficial common goals among actors). (@ekpen and Tsang, 2005).
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Prior research has identified family firms — orgaations in which ownership and
management are concentrated within a family, witltiple family members striving to
maintain intra-organisational family-based relatesi(Arregle et al., 2007) — as one of the
most vital and fertile grounds for the developm&irgtrong relationships (Chirico and
Salvato, 2014; Habbershon and Williams, 1999; Salaad Melin, 2008; Sirmon and Hitt,
2003). For instance, Arregle et al. (2007: 77) ssgghat ‘SC developed in the family is
probably one of the most enduring and powerful ®ohSC’. However, despite increased
research interest, the effect of family SC (therggth of relationships among family
members) on firm outcomes remains unclear (e.gedleret al., 2007). Additionally, the
impact and importance of non-family SC (the strbrgjtrelationships among non-family
members) on firm performance has been largely gph¢gee Arregle et al., 2007; Sonfield
and Lusssier, 2009b; Zahra, 2010).

Thus, this study aims to explore how and to wh&mbbdoth family and non-family
SC affect firm performance. This issue is especiatportant because of the central roles
both family and non-family members play in famiignis (e.g. Arregle et al., 2007,
McConaughy, 2000; Sharma, 2008; Stewart, 2003}aafact that these groups often coexist
(see Distelberg, 2008; Miller et al., 2014; Mitdhetlal., 2003; Vandekerkhof et al., 2014).
Although family firms can be diverse for a numbéreasons, both family and non-family
groups are crucial to study family and non-famiy &d their related potential firm
outcomes. The family group may contribute to firexfprmance through family members’
strong and enduring ties, shared visions and gaatsa sense of shared responsibility and
collective action (Habbershon and Williams, 199@m®n et al., 2008). In contrast, the non-
family group, which is less emotionally attache@dynhave the ability to view the business
more objectively, providing diverse knowledge amelager professionalism (Salvato et al.,

2010; Sharma and Irving, 2005). Thus, if both fgmaihd non-family groups have the
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potential to foster family firm performance, how @w should) they work in conjunction?
Further, given thedutsider rolé played by non-family members (see Salvato et28l1,0),
does non-family SC mediate the translation of fgr8IC into firm performance positively or
negatively? As such, is non-family SC a(so especially important for family firm
performance?

To address these questions, we rely on a datag@obpanish firms, including two
respondents per firm. Our results offer severalartgnt contributions. First, we contribute to
the understanding of family SC and non-family S@ #reir effects on firm performance. To
the best of our knowledge, this is the first engairistudy to focus not only on family SC but
also on non-family SC in family firms. Second, study shows that non-family SC has a
stronger effect on firm performance than does fai8(C, thus emphasising the central role of
the former while opening up interesting avenuedutire research. Third, we theorise (and
our results confirm) that non-family SC also meelsatihe positive effect of family SC on firm
performance. Fourth, we observe that family firmbkile often depicted as homogeneous, are
actually diverse (e.g. Sharma, 2004). This findbffgrs another important insight and a better
understanding of family firms.

The remainder of this paper is organised as folldwst, we present the literature
related to SC and family firms. Then, we developanguments, leading to four hypotheses
on SC and family firm performance. Next, the emplbynethod is presented, and the results
are reported. We close with a discussion of ouhssucontributions, as well as its limitations
and directions for future research.

THEORETICAL FRAMEWORK

Historically, SC has been researched in the stdidignailies, or relations between

parents and children, as well as the study of salailevelopment in general (e.g. Coleman,

1990; Portes, 1998; Putnam, 1993). Neverthelesrtadth of the concept has led to its
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exploration as a uniquesource Coleman (1990) framed SC as a valuable assestirats
from access to resources made available througal setationships. By allowing people to
act collectively, SC reflects the value of relaships: It exists among people and
organisations and provides its holders with po&mpportunities (e.g. Nahapiet and
Ghoshal, 1998; Stam et al., 2014). Nahapiet ancsldid1998) and Tsai and Ghoshal (1998)
synthesise SC in three dimensions: structuraltioglal, and cognitive. First, thetructural
dimensiondescribes the extent to which members are inteexded. This dimension includes
the network actors and the strength of ties amoegnbbers of a collective (Pearson et al.,
2008). Stated differently, relates to the number of connections and relatipsshs well as
the hierarchical structure of social capital. Ira@vetter's (1992) terms, structural
embeddedness provides ‘more efficient informatijoread about what members of the pair
are doing, and thus better ability to shape thhabeur’ (p. 35). Second, threlational
dimensiorreflects accumulated events and historical intevas that create trust, reciprocity,
norms, and identification as a member of the gré@p.instance, Granovetter (1992)
identified the relational embeddedness of an ioteya as the degree to which parties in an
exchange consider one another’s needs and goalsisTlithis dimension reflects accumulated
events and historical interactions that creatd fnd trustworthiness (Tsai and Ghoshal,
1998). Trust is an attribute of a relationship, @nd facilitated when one party demonstrates
a sincere desire to help the other party in aioglahip, without any expectation of
reciprocity. In this sense, collective trust allogreup members to rely on each other and,
more generally, helps solve the everyday probleiheeaperation and coordination (Kramer
et al., 1996). Trustworthiness is an attributerofradividual actor involved in the relationship
(Barney and Hansen, 1994). Finally, ttegnitive dimensiorefers to ‘the resources
providing shared representations, interpretatiand,systems of meaning among parties’

(Nahapiet and Ghoshal, 1998: 244). It offers aegtharsion that embodies collective goals
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and aspirations (Tsai and Ghoshal, 1998). Highl¢eakthis dimension give members a
common perspective that enables them to percewénderpret events in similar ways
(Boland and Tenkasi, 1995; Nohria, 1992). This disien helps explain how groups achieve
a common sense of belonging. Thus, the cognitireedsion stresses the significance of a
foundation of common understanding that enables lmeesrto act appropriately within a
structure. It is not enough to have informationwlibe context; the agent also needs to be
able to interpret that information correctly.

In the study of SC, the context of family firmsirnds in which a family possesses a
significant ownership stake and in whose operatronkiple family members are involved
(Chirico et al., 2011b; Sirmon et al., 2008) — pdas important insights. While definitions of
family firms may vary among scholars (Uhlaner et2012), these firms share a fundamental
similarity. Social structures and affective comnetits are particularly salient in family firms
because of the intersection of the family and essrsystems (e.g. Sirmon and Hitt, 2003).
For example, Redding (1990) suggests that fantgdiare governed through key personal
relationships among family and non-family memb&usch relationships are characterised by
a deep concern for normative, mutually respondiBlgaviours that ‘binds’ participants to the
faithful service of a culturally entrenched objgeti For this reason, family firms are depicted
as socially and commitment-intensive organisatishese members§peciallyfamily
members) highly value social relationships witlia business enterprise and harbour a strong
sense of emotional attachment to the businessi¢Gleat al., 2011a; Gomez-Mejia et al.,
2007). Additionally, it is well known that familyrfins play an important role in society by
creating wealth and economic prosperity (Arreglalet2007; Miller and Le Breton Miller,
2005; Sirmon and Hitt, 2003). The importance ofifgfrms is evident, as they are prevalent
worldwide (e.g. Acquaah, 2011; Cesinger et al. 420Ih fact, estimates suggest that 65% to

90% of all companies worldwide are family firms (@gle et al., 2007). In particular, across
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Europe, about 70%—-80% of enterprises are familynegses, and they account for about
40%—-50% of employment (GEEF, 2009).

Next, we develop our arguments about SC in fanmifgd. We present our hypotheses
by sequentially arguing for the importance of fgn8IC, non-family SC, family SC versus
non-family SC, and non-family SC as a mediator.

HYPOTHESIS DEVELOPMENT

Casson and Giusta (2007) argue that different tgpgsoups are capable of serving
different purposes. The personal relationshipsekest in groups, which are based on a
history of interactions, represent an importantsewf SC (Pearson and Carr, 2012). Many
family firms are characterised by the presenceott lamily and non-family members (see
e.g. Distelberg, 2008; Miller et al., 2014; Mitched al., 2003; Vandekerkhof et al., 2014),
who form two distinct but complementary and impottgroups that, through their
relationships (both family and non-famayructural relational, andcognitive dimensions
may facilitate the actions required to improve perfance (Arregle et al., 2007; Nahapiet and
Ghoshal, 1998; Tsai and Ghoshal, 1998). Next, @weahte on this insight to develop our
hypotheses.
Family Social Capital and Firm Performance

In this section, we argue that family SC positivatiects family firm performance.
Family SC is viewed as a source of competitive athge that generates family firm wealth
and creates value (e.g. Habbershon et al., 20@6)ilf* SC binds family members together
and makes social interaction easier (Arregle e2807; Chirico and Salvato, 2014). As
argued by Bubolz (2001: 130), ‘the family is a seyrbuilder, and user of social capital’.
This is because family members are deeply committelde business (Eddleston, 2012; Hall,
2003), and, as such, their relationships constautesource that can be used to maximise

family firm performance. Accordingly, scholars lese that relations among family members
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encourage an ideal environment that fosters higildeof SC (Arregle et al., 2007; Coleman,
1988) and thus firm performance (Sorenson et @09

For instance, Cross and Prusak (2002) note thatigiactive set of family resources
created by family SC provides a competitive advgatar family businesses. First, the
structural dimension of family SC (the pattern ohgections among family members) is
crucial and facilitated by the strong ties thatseaimong relatives. Second, the relational
dimension of family SC provides the necessary etesi® work towards superior firm
performance. In this regard, family firms exhiliietcharacteristics and attitudes of trust,
friendship, respect, and reciprocity, developedulgh a history of interactions; these are
engendered in the family group and decrease oppstitibehaviour (e.g. Coleman, 1988;
Salvato and Melin, 2008; Sorenson and Bierman, R009rd, in terms of the cognitive
dimension, the presence of family members with lsin@ultural and goal-setting objectives
provides the advantage of facilitating the exchamigesources, and therefore enhances
performance, because all parties see the potealia of the integration and combination of
their resources (Chirico and Salvato, 2008; 20THhus, family SC makes the collective
business work better while allowing complementagources to be accessed and shared.
Accordingly, we contend that family members’ agilib work together harmoniously and
efficiently facilitates the achievement of bettent performance. In formal terms:

Hypothesis 1: Family social capital positively influences famiilym performance.
Non-Family Social Capital and Firm Performance

Here we argue that non-family SC is also a posaiviecedent of family firm
performance. That is, the presence of non-familynimers and the three related forms of non-
family SC (structural, relational, and cognitiveg @lso important in fostering positive
performance outcomes in family firms (Hall and Napri$t, 2008; Salvato et al., 2010).
However, although the non-family group plays anaontgnt role, research on non-family
groups within family firms is surprisingly scarcghua and colleagues (2003) argued that

8
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family managers consider relationships with nonifamanagers to be nearly as important as
succession-related concerns. As suggested by SHa@0a), research on non-family
employee relationships is crucial to further theenstanding of family firm SC and

outcomes. In fact, non-family members secure berafsC for family firms by setting clear
financial firm objectives; promoting a professigrteansparent, and trusting environment;
developing working routines and understanding; giieir extended networks outside the
family; and interacting with diverse external staglelers (e.g. Ng and Roberts, 2007; Oh et
al., 2006; Watson et al., 1998; Zahra, 2010).

As such, the structural, relational, and cognitefationships among non-family
employees supply a family firm with resources statngthen firm capabilities (e.g. Adler
and Kwon, 2002; Bubolz, 2001; Granovetter, 19785)&nd even help the family survive
during difficult times (Miller et al., 2009; Milleand Le Breton-Miller, 2005; Salvato et al.,
2010). Through their relationships and diversitgrperience, non-family members provide
greater heterogeneity (Watson et al., 1998) anfégsmnalism (Dyer, 1988; Hall and
Nordgvist, 2008; Stewart and Hitt, 2012), whichiligate firm performance (Chua et al.,
2012; Nahapiet and Ghoshal, 1998). These argursagtgest:

Hypothesis 2: Non-family social capital positively influences fgnfirm performance.

Family Social Capital Versus Non-Family Social Capal

The arguments above advance the notion that botityf&C and non-family SC
positively affect family firm performance. Howeva,this section, we argue that, given that
the non-family group has the advantage of beingendorerse, heterogeneous, and
professional than the family group, non-family $@th its structural, relational, and
cognitive dimensions, has the potential to gendyateer performance in family firms. That
is, it not only facilitates firm performance busalamplifies it.

First, the diversity and heterogeneity of non-fgnmlembers encourages more

entrepreneurship and innovation, and thus impréuasperformance (Westlund and Bolton,

9
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2003). Second, non-family members’ professionaksit the related greater decision-making
objectivity (Salvato et al., 2010) and strong neksooutside the family (Stewart, 2003) help
them to be more strongly focused on the businegsvehile efficiently and collectively using
their own and firm resources to increase firm panance (Stewart and Hitt, 2012). In this
respect, Dyer (1986: 102) views professional mamegye as a ‘rational alternative to
nepotism and familial conflicts that infect a faynilusiness’. The more professional the non-
family group is, the more knowledge it will be abbeassimilate, value, and apply from this
central structural position (Cohen and Levinth@9Q). Third, the salaries of non-family
members are often linked to firm performance (eanuses) (e.g. Allen and Panian, 1982;
Gomez-Mejia et al., 2001). In contrast, family memr#(e.g. family chief executive officers
[CEOs]) are often paid less, and their compensasidess sensitive to firm outcomes
(Gomez-Mejia et al., 2003; McConaughy, 2000). Thues expect non-family groups to rely
less on path dependency and invest more efforeandyy into efficiently translating their
non-family SC into better firm performance relatteefamily member groups. Based on the
arguments above, we propose:

Hypothesis 3: The effect of non-family social capital on firm feemance is stronger
than the effect of family social capital.

Non-Family Social Capital as a Mediator
Building on our previous hypothesis, we theoris# tion-family SC is not only a

stronger antecedent of family firm performance tisaiamily SC but also that it partially
mediates the relationship between family SC andlyaimm performance. In family firms,

the connection between family members and non-famémbers should be (and often is)
intense and durable (e.g. Arregle et al., 2007y&Zahal., 2004). This is because family firms
exhibit a desire to maintain strong relationshipih won-family members who provide the
firm with critical resources (Chirico et al., 201 Miller et al., 2009). In particular, as

previously mentioned, the positive effect of fanl¢ on firm performance is primarily

10



Sanchez-Famoso V., Akhter N., Iturralde T., Chificand Maseda A. (forthcoming). Human Relations

derived from the close social interactions amomgiiamembers that encourage them to
value each other’s ideas and perspectives in gpmiablems and seizing opportunities
(Arregle et al., 2007; Salvato and Melin, 2008n&in and Hitt, 2003). However, the mere
presence of strong family ties might not alwaysegate positive (or remarkably positive)
performance outcomes, for instance, when suclpt@mote path dependency and restrain
family members from following alternative coursdsaction (Arregle et al., 2007; Chirico et
al., 2011b). In addition, strong social relatiopshamong family members might foster
family members’ desire to nurture and preservecsseanotional wealth — the nonfinancial
aspects of the firm that meet the family’s affeetheeds, such as family control, perpetuation,
and identifying with the business — which may hampiiatives that are essential to
increasing family firm performance. The family mays ‘act more conservatively by
avoiding [risky] business decisions’ (Gomez-Mejiak, 2007: 106).

Therefore, to maximise firm performance, family nfirs may need not only to
exploit each other’s knowledge and resources lsat tal recognise, value, and contribute to
the knowledge and resources provided by the fimois-family group (Chirico et al., 2011a;
Ram, 2001; Sonfield and Lusssier, 2009b; ZahraQR@®amily SC is more likely to yield
stronger firm performance if it is used to exptbié knowledge and relationships of non-
family members. In other words, non-family SC Haes potential to connect the family to firm
outcomes. For instance, as stated by Sorenson(808B: 239), the ‘social structure of
family firms supplements frequent close relatiopshileading to increased SC (both family-
and non-family-based), with consequent improvementism performance. To this end,
‘family members need to be open, that is, supmitiatives, new challenging ideas, radical
thoughts and actions, or even simple suggestiomnhey contrast with beliefs of the
dominant coalition...by supporting open and collabwesexchanges of information at all

levels [both family and especially non-family lesil(Chirico and Salvato, 2008: 179).

11
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Thus, we predict that non-family SC will mediate tielationship between family SC
and firm performance. In formal terms:

Hypothesis 4: Non-family social capital mediates the family sbcipital/firm
performance relationship.

METHODS
Sample

We conducted this study on Spanish family firmduded in the SABI (the Iberian
Balance Sheet Analysis System) database in JaB04aB; We chose Spanish firms because
according to estimations provided by the SpanishilyeEnterprise Institute (2009), the
approximately 2.9 million Spanish family enterpageut of a total of 3.4 million enterprises)
generate 70% of the total Spanish gross domesiaupt (GDP) and employ nearly 13.9
million people (representing around 75% of totavae employment in Spain). The final
report of the European expert group in the fieldaofily enterprises (GEEF, 2009) indicates
that Spain has more family enterprises than averagerope. In addition, the Spanish
government has fully eliminated inheritance andtgites and has developed several grants
for the preparation of family protocols and suct@asglanning in family businesses (GEEF,
2009). In addition to public policy activities,igt worth stressing that Spain has a relatively
large network of private and public institutionsatieg with issues relevant to family
businesses. Furthermore, Spain is a Country intwbgople are likely to rely on familial
arrangements (Steier, 2009).

In this study, based on the common selected aitdrownership and management
control (e.g. Chirico et al., 2011b; Ng and Rohe2@7), a company was regarded as a
family firm if a family (1) owns more than 50% ofdinary voting shares and (2) manages the
firm. To find firms meeting these two conditionsg wonducted an exhaustive review of

shareholding structures (percentages of commomk)sémel composition (surnames of

12
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shareholders; for a similar approach, see GomezaMeépl., 2001; Perez-Gonzalez, 2606)
Additionally, we excluded those companies affedtgdnhsolvency, winding-up, liquidation,
or zero activity, as well as listed companies.ddiaon, we verified that at least two family
members and two non-family members were employeldrirm. Finally, we focused on
firms that provided financial informatioBased on these conditions, the population under
study consisted of 1,122 non-listed Spanish fafimigs.

A questionnaire, which was pretested on 15 famityid from different sectors, was
used to obtain information that would be unavaéad difficult to acquire for non-listed
firms. The questionnaire collected information ba variables required for the study. In
particular, these variables included informatiogareling relationships within each group of
employees (the family and non-family groups). Da&se collected by means of telephone
interviews, a method that ensures a high resp@tseTo guarantee the highest possible
number of replies, managers were made aware dttioly in advance by means of a letter
stating the purpose and importance of the resedvblen they were reluctant to reply,
telephone interviews were scheduled in advancecdected two top executive managers —
one from the family and one not from the familyrerh each company to collect information
about the relationships among family and non-fammgmbers. We protected the
respondents’ anonymity by assuring in the coveéetehat accompanied the survey that
responses would be confidential. We received resgmfrom 232 family firms (20.70% of
the sample), with full dual responses from 172 faiinims; the latter constitute our final
sample. A non-response analysis revealed no gtatigtsignificant differences between
respondents and non-respondents.

As Table 1 shows, the interviewees were manageits€i family group, 50.50% were

the CEOs and 49.50% were managers from differeatsain the non-family group, 49.50%

! In Spain, people have two surnames. The firstdsstirname of the father and the second is thestirasame of
the mother. As such, family relationships betwesarsholders are evident.

13
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were financial managers, 41.70% were managers dtber areas, and 8.80% were CEOs).
Table 1 also shows a brief description of our s@niRegarding company age, only 6% of the
family firms surveyed have been in existence feslhan 10 years. In other words, the
majority of the companies in our sample have gbnauigh their early years and have had the
opportunity to establish relationships among teeiployees. With regard to company size,
these firms range from 10 to 500 employees, withvarage of 93 employees and a median
of 67 employees. We focus on firms with at leased(ployees, because the presence of at
least 10 employees can reinforce the use of conwation at work (Sorenson, 2012), and a
maximum of 500 employees, firms with more than Bftployees lose opportunities for
relational links between family members and noniiamembers (Basco, 2013). In our
sample, 23% of the companies have between 10 arthplbyees, 72% have between 50 and
250 employees, and only 5% have more than 250 gmgso Thus, most of the sample
companies are small and medium-sized enterprisasris of generations managing the firm
together (generational involvement), 56% of theoesling firms are managed by only one
generation, 40% by two generations, and 4% by tbraeore generations. Regarding the
number of generations involved, 37% firms are lgldhe first generation of the family that
launched the business, 41% have been passed ddlagecond generation, 12% to the third
generation, 8% to the fourth generation, and 2%hedifth generation or later. Finally, 48%
of companies belong to the manufacturing sectors2dd to the service sector.
--- Insert Table 1 about here ---

Data Analysis

The model presented in Figure 1 was tested usingtatal equation modelling
(SEM). Steenkamp and Baumgartner (2000) highlightedmain advantages of this
technique. First, structural equation models alloimeasurement error to be explicitly

incorporated into models and for its influence loa dlegree of fit to be analysed. Second,
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unlike in multiple regressions, relationships amangtiple independent and dependent
constructs can be studied simultaneously (AndeasonGerbing, 1988), which is especially
relevant to testing mediating effects. While mattyeo techniques enable scholars to analyse
only one layer of linkages between independentdapendent variables at a time, SEM
represents the state-of-the-art approach to tekimgediated relationships among constructs,
particularly when multiple items have been useddapture each construct (e.g. lacobucci et
al., 2007), and especially with non-normal dataa{#fbr et al., 2012). The hypothesised
structural equations models were tested using EQ®B@ntler, 1995) with the raw data as
inputs. Raw data screening showed evidence of annanal distribution (Mardia’s
coefficient normalised estimate = 34.26). Althougher estimation methods have been
developed for use when the normality assumptiors doé¢ hold, we followed the
recommendations of Chou et al. (1991) and Hu €08P2) to correct the statistics rather than
using a different estimation model. We followedd®e&t and Bentler's (1988) robust statistics
approach, using SEM and the robust maximum likelthestimation method.
Measurement of Model Variables

Our constructs were adopted from previously vaéidatcales. As mentioned, the
items were pre-tested with a convenience sampl® éamily firms. The pre-test created a
highly reliable instrument (Cronbachisranging from 0.71 to 0.85). The study’s variables
and items are reported in Appendix I.
Dependent and I ndependent Variables
First, it is important to recognize that performams often described as a multidimensional
concept (e.g. Venkatraman and Ramanujam, 198@articular, two types of performance
measures can be distinguished in the literatunanttial or objective measures such as return
on assets (ROA) and return on investment (ROI),remmdfinancial or subjective measures

such as owners’ overall satisfaction and nonfinargoals (Lumpkin and Dess, 1996).
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However, given that perceptual measures are oftemmmmended for studies of human
behaviour and relationships (e.g. Spector, 199%),given that a subjective assessment of
performance in family firms has been shown to dateehighly with objective performance
data (e.g. Venkatraman and Ramanujam, 1987), iprésent study, we used a subjective
(self-reported) measure of firm performance. Irtipalar, we used a two-scale measure
developed and validated by Sorenson et al. (200@absequently used in many other
studies (e.g. Vallejo-Martos, 2009). As shown impApdix 1, using an 11-point Likert-type
scale (ranging from 0 = strongly disagree to 1@rergly agree), respondents answered
guestions pertaining to their firm’s level of ptafility and financial position compared to
those of their major competitors during the lage fyears.

Second, based on the existing literature, we ude@-goint Likert-type scale
(ranging from 1 = strongly disagree to 5 = stroragyee) for all the other variables
(structural, relational, and cognitive dimensiofs®e Appendix I). Following Tsai and
Ghohal (1998), we adopted a set of two items tosomeathestructural dimension of family
SC(o = 0.80) andhon-family SQa = 0.71). The two items reflect the extent to whycbup
members are connected to each other (social itii@nactime spent; social interactions: close
contact) (Inkpen and Tsang, 2005; Pearson et@)8)2 We followed Cuevas-Rodriguez et al.
(2013) and Tsai and Ghoshal (1998) to measuresthonal dimension of family S@ =
0.84) anchon-family SQo = 0.80). The two items focus on the quality of ¢neup
members’ relationships (trust: reliability; trustsliness: promise keeping) (Fukuyama,
1995; Leana and Van Buren, 1999). Finally, we fo#d Nahapiet and Ghoshal (1998) and
Tsai and Ghoshal (1998) to measuredbgnitive dimension of family S& = 0.74) anchon-
family SC(a = 0.85) with a set of two items measuring the mixte which a group’s members
share a common perspective or understanding (skanbdions and values; shared objectives

and mission) (Inkpen and Tsang, 2005). The family mon-family SC scales represent
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second-order reflective constructs (Casanueva,2@l0; Sanchez-Famoso et al., 2013;
2014), that is, multidimensional concepts that iref a number of more concrete (or first-
order) sub-dimensions or components. More spedifidhis paper conceptualises both
family and non-family SC as three-dimensional, seleorder reflective measures. These
second-order conceptualisations are consistentthatlmajority of existing multidimensional
constructs (Carr et al., 2011; Law et al., 1988).
Control Variables

We controlled for five variables that may have etfféel our results: company size,
company sector, company age, family generatiommmntrol, and family involvement.
Company size was measured using the natural ltgjafassets. The company sector was
operationalised as a dummy variable that took #ieevof 1 for manufacturing firms and 0
for service firms, following the Spanish industridssification (CNAE — National
Classification of Economic Activitie§)Company age was measured using the natural log of
firm age (Zahra and Nielsen, 2002). Family genersith control was operationalised with a
single-item question that asked respondents tacateliwhich generation currently manages
the firm (Chirico and Salvato, 2014; Ling and Kettanns, 2010). Finally, as previously
mentioned, our firms are all family owned; howewee, controlled for family involvement
using the percentage of family members on the tapagement team (TMT), given its
potential effect on family firm performance (e.dhifico and Bau, 2014).

RESULTS

Following the methodological recommendations of éishn and Gerbing (1988), the
analysis of the results includes two stages: evialyighe validity of the measurement model
(confirmatory factor analysis) and testing the Hizgeses (Anderson and Gerbing, 1988;

Eddleston and Kellermanns, 2007).

2 \We also ran our analyses considering all diffeneditistries separately. Results remained subsligrsienilar
to those reported here. In line with previous stade.g. Chirico and Salvato, 2014), we reportdiselts with
the industry dummy variable to improve model fit.
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Validity of the Scales

We tested the measurement model in three stess, firassess the fit of our model,
we used a chi-square statist@) (i.e. the ratio betweey? and the degree of freedom) lower
than 3 (Bagozzi and Yi, 1988), the Bentler-Boneitthmed fit index (BBNFI), the Bentler-
Bonett non-normed fit index (BBNNFI), the compavatiit index (CFl), the incremental fit
index (IFI), and a McDonald’s fit index (MFI) greatthan 0.90. Additionally, we
investigated the root mean square error of appratian (RMSEA) for the models. An
RMSEA value lower than 0.08 is suggested to indieagood fit (e.g. Kline, 2005). The
confirmatory factor analysis indicates an accetdb(BBNFI = 0.88; BBNNFI = 0.99; CFI
=0.99; IFI = 0.99; MFI = 0.98; RMSEA = 0.019; S28L23) = 130.49; p = 0.30).

In the second step, we checked that the standdrtiis®or loadings of all items loaded
significantly on their respective factors. The tadbadings ranged from 0.46 to 0.97. All
indicators were significant. The composite reli@pi{CR) of the constructs ranged from 0.72
to 0.85. The average variance extracted (AVE) efdbnstructs ranged from 0.57 to 0.73.
The Cronbach’s of the constructs ranged from 0.71 to 0.85. Tledieators exceeded their
respective recommended threshold values of 0.4l (€al., 1986), 0.70 (Nunnally and
Bernstein, 1994), 0.70, and 0.50 (Fornell and Larck981). They thereby provide evidence
of convergent validity and internal consistencye(Sable 2).

In the third step, discriminant validity was asgekby comparing the squared
correlation between two constructs with their resipe AVEs (Fornell and Larcker, 1981).
All the squared correlations were lower than theE&Yindicating discriminant validity.

--- Insert Table 2 about here ---
Results of the Structural Models
Table 3 presents the descriptive statistics ancelations for all the variables analysed

in this study. Table 4 presents the structural rhogiilts and statistics in different steps. As
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shown in Table 4Hypotheses &And2 are supported: both family and non-family SC are
significantly and positively related to firm perfieance Hypothesis Jredicted that non-
family SC would be a stronger determinant of firexfprmance than family SC. To test this
hypothesis, we relied on the Akaike’s (1987) infation criterion (AIC) and Bozdogan’s
(1987) consistent version of AIC (CAIC) (non-nesksgbothesis test; see Clarke, 2001). For
Model 1 (Family SC> Performance) and Model 2 (Non-family S Performance), the
AlICs are -111.33 and -113.21, respectively, and2AKCs are -625.62 and -627.50,
respectively. First, the model that produces theimuim AIC or CAIC is considered to be
more parsimonious (Chou and Bentler, 1996). Sedtwed? is higher for non-family SC
(Model 2, B = 0.35) than for family SC (Model 1,°R 0.32) (Smith et al., 1993). Finally,
following Fortune and Mitchell (2012), when regregsfirm performance on both family and
non-family SC (Model 3), the effect of non-famil®n firm performance (unstandardised
loading = 0.95; standardised loading = 0.30; pG4dDis stronger than that of family SC
(unstandardised loading = 0.57; standardised lga€di®.24; p < 0.01) (Table 4, Model 3).

We can thus conclude thidiypothesis 3s supported.

--- Insert Table 3 about here ---

Test of Mediation

Hypothesis $redicted a positive relationship between famiGy&hd firm
performance, mediated by non-family SC. This hypsihwas tested following the mediation
guidelines outlined by MacKinnon et al. (2002). §hequired establishing a relationship
between the independent variable (family SC), tlediator (non-family SC), and the
dependent variable (firm performance). We calcdldéite direct and indirect effects using
SEM (James et al., 2006) and analysed whetheetaganships between these variables were

significant after the introduction of the mediatdhe analysis fully confirms the partial
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mediation of non-family SC (Table 4, Model 5). Sedpwe conducted the Sobel test (Sobel,
1982), which confirms that the mediation effecsignificant (z = 2.03; p < 0.05).
--- Insert Table 4 about here ---

We also developed a nested model (Anderson andriged988; Eddleston and
Kellermanns, 2007) and performed the nested mameparisons test (e.g. Hu and Bentler,
1995). As shown in Table 5, we compared the fiheffully mediated model (Model 4) with
that of a partially mediated model (Model 5). Tfzedifference tests of the partially mediated
model led to improved fit over the fully mediatedael ¢? difference [129 — 128] = 140.69 -
136.32 = 4.37; p < 0.05). The path between fam@yafd firm performance, in which non-
family SC partially mediates this relationshipsignificant. This result suggests that the
model with the best fit is the one in which non-fgn$C partially mediates the relationship
between family SC and firm performance (Table 5 ligire 1).

--- Insert Table 5 about here ---

To obtain further evidence of partial mediation, wged bootstrapping (Shrout and
Bolger, 2002 to construct a confidence interval for the medigtiole of non-family SC.
Based on our sample, we conducted the bootstrappougdure with 5,000 random samples
using replacements from the full sample and a 6d@Bidence interval. Because the
confidence interval excluded zero, the resultsiconthat partial mediation was present
(Shrout and Bolger, 2002). Therefore, we can catecthatHypothesis 4s fully supported.

--- Insert Figure 1 about here ---

DISCUSSION

In our study, we focus on the importance of SGamify firms by extending the
application to both family and non-family groupdjile stressing the critical role of non-

family SC and providing important insights for diag viable human resource strategies. By

® This approach is a nonparametric resampling prareethat does not impose the assumption of norynatit
the sampling distribution (Preacher and Hayes, 2008
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doing so, we have developed a model depictingttiaetsiral, relational, and cognitive
dimensions of both family and non-family SC and ¢ffects of both on firm performance.
Family groups have received much attention in treteqyy, entrepreneurship, and family
business research (Chirico and Salvato, 2014; &e&rad Melin, 2008; Sirmon and Hitt,
2003). However, in contrast, there is a dearthudies focusing on the non-family group. We
follow the calls by some scholars (e.g. McCollora92; Ram, 2001) to consider the non-
family group as an additional level of analysis wievestigating family firm SC (e.g.
McCollom, 1992; Ng and Roberts, 2007; Ram, 200hfigtal and Lussier, 2009b). Indeed, to
capture the scope and importance of SC within fafiriins, it is pertinent to diverge from the
tendency of most of the research to focus onlyherfamily group. It is problematic and
misleading to neglect the presence of non-familynimers and their relationships when
looking at family firm performance outcomes (e.gtrachan and Zellweger, 2008; Sharma
and Irving, 2005).

Specifically, building on SC theory and family firanguments, we found that both
family and non-family SC have positive effects omfperformance. This is not only a
product of (blood) ties but also probably a reflactof the unique family business culture
created by combining family and non-family membferg. Ram and Holliday, 1993).
Interestingly, we also found that the positive efffief non-family SC on family firm
performance is stronger than the effect of famiBy Sinally, another insight is that non-
family SC positively mediates the family SC/firmrfmmance relationship. The hypotheses
were tested using survey data collected througipkelne interviews with 172 family firms,
with responses from one family member and one aom{y member per firm, both of whom
have managerial functions. In the sections belogvemamine interesting avenues of

exploration based on the theoretical and pracinoplications of these findings for
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developing a broader understanding of both fammly mon-family SC in relation to firm
performance.
Theoretical Implications

Important contributions emerge from our study. t-iosir study supports the
theoretical assertions in the SC literature regaythhe importance of social interactions and
group members’ relationships and understandingyfaka, 1995; Inkpen and Tsang, 2005;
Leana and Van Buren, 1999; Pearson et al., 20@8;afsl Ghoshal, 1998). Our findings
confirm that family and non-family members who sppéme with each other and have close
contact, trust and trustworthiness, and common tonisiand objectives contribute to
increased firm performance, which indicates tha sinategic advantage for family firms lies
in building strong SC relationships. This provi@@simportant contribution, as there is a need
to develop a better understanding of what orgapisaishould ‘actually do’ and ‘actually
behave’ in order to create human resource managdiBiM) practices that facilitate
socialisation among firm members (e.g. Adler andbKyw2002; Bolino et al., 2002; Kostova
and Roth, 2003; Nahapiet and Ghoshal, 1998).

Relatedly, although other scholars have identi8€dtheory as being particularly
relevant to the study of family firms (e.g. Arregleal., 2007; Hoffman et al., 2006; Pearson
et al., 2008), to the best of our knowledge, thighe first study to empirically test the effects
of both family and non-family SC on firm performa&a®©ur focus on both family and non-
family groups enables us to provide a more finergé understanding of the different forms
of family firm SC. In line with the arguments of Kollom (1992), Sharma and Irving
(2005), and Stewart and Hitt (2012), we have shthahtwo forms of SC exist in family
firms and, as such, influence family firm outcoméamily SC (with its three related
dimensions — structural, relational, and cognitiva3 a positive relationship with

performance because it encourages a culture oftkmng goal orientation, trust, and mutual
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understanding. Further, non-family SC (with itsethrelated dimensions — structural,
relational, and cognitive) also has a positivecfta firm performance because of the
diversity, professionalism, and innovative behaxsoof members of the non-family group.

Second, our work demonstrates that non-family SCahstronger effect than family
SC on firm performance because the diversity anéepsionalism of non-family members
are important contributors to the success of fafinihgs (Astrachan and Zellweger, 2008;
Salvato et al., 2010; Sharma and Irving, 2005)tHeur as Ng and Roberts (2007) found, non-
family members implement corrective actions to gaite potential tensions among family
members. Forms of both strong and weak ties mag/ltleitbeneficial for a family organisation
(Burt, 1992; Granovetter, 1973). Our theory andifigs complement recent studies
emphasising that family firms outperform non-fanfiyns when non-family members are
present (e.g. Savolainen and Kansikas, 2013; Sdrdre Lussier, 2009a). They also shed
some light on previous work that offered mixed Hsstegarding the effects of SC on firm
performance, ranging from a positive relationsleig( Sorenson et al., 2009; Uhlaner et al.,
2007) to a negative relationship (Edelman et 8042 Gargiulo and Benassi, 1999). Our
work suggests that it is important to examine tifferent types of relationships and potential
family ties among actors, rather than simply therggth of the relationships.

Third, we show that non-family SC plays a mediatiolg in the relationships between
family SC and firm performance. Family firms witlgh family SC that recognise, value, and
contribute to non-family SC achieve high-level pemiance. The simultaneous consideration
of these factors provides a better understandidgaamore pronounced view of how family
firms differ in their use of family and non-fami@youps to realise positive outcomes. As
such, while previous studies have analysed theddStruct at different levels (e.g. Bolino et
al., 2002; Leana and Van Buren, 1999) and suggds#&C is homogeneous and

independent of other social groups within an orggiion, we have demonstrated the
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coexistence of two forms of SC in family firms, athé importance and predominant role of
non-family SC and its dimensions.

Fourth, our study contributes to the literaturecatiural competenéePreviously,
scholars have noted the important role of famiuienced organisational culture for
successfully managing family firms (e.g. Astracleaal., 2002b; Dyer, 1986; Hall et al.,
2001); family values and norms permeate the whigarosation and encourage the spread of
cultural patterns at various levels (Dyer, 1988l dgal., 2001). Interestingly, Hall and
Nordqgvist (2008: 58) proposed an extension of teammng of professional management to
include what they call ‘cultural competence, defims an understanding of the family’s goals
and meanings of being in business, that is, theegadnd norms underlying the reason for the
family to be in business’. Our study suggests tlwat-family members, who usually fulfil the
pre-requisites of professionalisation through fdrommpetence indicators such as education
and prior experience (Astrachan et al., 2002a; &adl Nordqvist, 2008), specifically portray
cultural competence. Through reciprocal role takinggraction, and communication (see
Hall and Nordqvist, 2008), they are in fact be#tble to understand, bridge, and align the
family and business goals, thus fostering a calleqirofessional work environment which
contributes to positive firm outcomes (Hall and diprist, 2008; Hall et al., 2001).

Fifth, recent family firm research has explored grfirm heterogeneity — not all
family firms have the same behaviours and achikgesame results — by focusing on family
groups only (Melin and Nordqvist, 2007; Nordqvistk, 2014). While sharing several
characteristics, family firms are not homogeneouslli aspects. Family firms vary
significantly in the ways they pursue their objees. For example, family firms differ in
terms of generation in control, generational ineohent (Kellermanns and Eddleston, 2006),

family members’ openness to change and participatichaping the firm’s strategy (e.qg.

* We thank one of our anonymous reviewers for thsigihtful suggestion.

24



Sanchez-Famoso V., Akhter N., Iturralde T., Chificand Maseda A. (forthcoming). Human Relations

Chirico and Nordgvist, 2010; Eddleston and Kellemms 2007). Our study also shows that
family firm diversity is partially a by-product ofie heterogeneous makeup of family and
non-family members.

Finally, given that, like many others, the famiignf is an organisational archetype
characterised by a dominant social group (Foremadrvdhetten, 2002), many of the
characteristics of the relationships that occua family firm context could be generalised to
other organisations. In this sense, our study l@agotential to help scholars and practitioners
to better understand SC and performance withinratrganisational forms characterised by
strong social structures.

Practical Implications

Our study also offers important insights to managarconceptual articulation
supported by empirical data that addresses thattxtevhich different forms of SC affect
firm performance is beneficial to managers as atwanderstand family firm behaviours.

Our results offer practitioners a tool to bettederstand the social processes leading to higher
performance levels. Managers should carefully astbesbenefits of strong and collaborative
relationships within and among the family group #melnon-family group in family firms
(Craig and Moores, 2010). This is relevant giveat #xisting studies indicate that family

firms often hire non-family executives (e.g. a rfamily CEO) to increase performance
outcomes (Salvato et al., 2010). Non-family memlaeesoften capable of achieving positive
firm outcomes through their knowledge, experiemce personal social networks beyond the
family (Mitchell et al., 2003; Sharma, 2004 d they can also potentially reduce the tensions
between family members (Ng and Roberts, 2007).ukk sbetter integration of non-family
members into the business is relevant to maximigerfprmance. For this reason, the drivers
and elements of non-family SC must be well managebunderstood.

Limitations and Future Research
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Before formally concluding our study, we note a feaveats, which also serve as
future research avenues. First, we do not direodgsure some constructs, such as
knowledge exchange and members’ professionalistinbiead argue that they play a central
role in explaining the hypothesised relationshiecond, our research is based on Spanish
non-listed family firms, which may limit the genésability of our results. In Spain, great
importance is placed on family relationships (St2009), and family unity and harmony are
much more highly valued than in other countrieg.(the United States) (Poza, 1995). Thus,
it would be interesting to compare this contextttoer, more individualistic settings in which
the individual’'s importance and personal achievemare placed above the group’s interest.
Third, although we control for the percentage ofifg members on the TMT (an important
proxy for family involvement; see Chirico and B&014) and the family generation in
control (see Ling and Kellermanns, 2010), otherifiamfluence variables (e.g. generational
involvement, presence of a family CEO) might affegt results. Fourth, the cross-sectional
design of the study precludes the ability to makéesnents about causal relationships.
Therefore, longitudinal and more process-specifidies will be required to test causality. It
would be valuable to test the effect of the comtoamaor interaction of family and non-family
SC on firm performance or other outcomes over time.

Concluding Remarks

Given that family-controlled firms are the predoami organisational form worldwide
(e.g. Acquaah, 2011; Cesinger et al., 2014), mteatton needs to be given to how family
group and non-family group relationships are hwithin this type of organisation. More
broadly, both family SC and non-family SC shoulketa central place in our understanding
of firm performance. We are confident that our gtuall stimulate further work on the
different forms of SC in a context (i.e. the familyn) in which social factors are

predominant.
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TABLE 1: Sample Characteristics

Composition of questionnaire respondents

TOTAL QUESTIONNAIRES USEL 344

Family Member Responderjts 172

CEOs 88
Managers 84

Non-Family Member Respondedts 172

CEOs 16
Managers 156

Sampled CompaniesAll Family Firms) NUTbET 6F Eims
Age (years) (Percentage)
Less than 10 10 (6%)
10-25 73 (42%)
26-50 75 (44%)
More than 50 14 (8%)
Firm Size (number of employees)
10-50 40 (23%)
51-250 123 (72%)
More than 250 9 (5%)
Generational Involvement
Only one generation 96 (56%)
Two generations 69 (40%)
Three or more generations 7 (4%)
Family Firm Generation
First Generation 63 (37%)
Second Generation 71 (41%)
Third Generation 20 (12%)
Fourth Generation 14 (8%)
Fifth or Later Generation 4 (2%)
Sector
Manufacturing Firms 82 (48%)
Service Firms 90 (52%)
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TABLE 2: Validation of the final measurement model (firstlasecond-order reflective
factors) — reliability and convergent validity

Standardised Robust

Constructs Indicator . CA CR AVE
Loading t-value

F1. Family Structural Dimension ltem 1 0.97*** 4.700.80 0.82 0.71
Item 2 0.68*** 4.70

. F2. Family Relational Dimension ltem 3 0.92*** 8.030.84 0.85 0.73

Family SC

Item 4 0.79%** 8.02

F3. Family Cognitive Dimension Iltem 5 0.84*** 8.680.74 0.75 0.60

Item 6 0.70*** 8.68

F4. Non-Family Structural Dimension  Item 7 0.81*** 433 0.710.72 0.56
Item 8 0.69*** 4.33

F5. Non-Family Relational Dimension Item 9 0.83*** 8.03 0.800.80 0.66

Non-Family SC
Item 10 0.80*** 8.03
F6. Non-Family Cognitive Dimension  Item 11 0.84*** 10.03 0.850.85 0.73
Item 12 0.88*** 10.03
F7. Performance Item 13 0.87*** 9.05 0.88.84 0.72
Performance
ltem 14 0.83*** 9.16
F1. Family Structural Dimension 0.47*** 549 0.78.79 0.57
Family SC | F2. Family Relational Dimension 0.87*** .58
F3. Family Cognitive Dimension 0.85*** 7.50
F4. Non-Family Structural Dimension 0.46*** 4.03 78. 0.79 0.57
Non-Family SC | F5. Non-Family Relational Dimension 0.87*** 7.50
F6. Non-Family Cognitive Dimension 0.86*** 7.51

S-By? (123 df) = 130.49 (p = 0.30); BBNFI = 0.88; BBNN£ 0.99; CFI = 0.99; IFI = 0.99; MFI = 0.98;
RMSEA = 0.019; Cronbach'® = 0.77
Notes: ***p < 0.001. CA = Cronbachis CR = Composite Reliability; AVE = Average VarianExtracted
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TABLE 3: Descriptive statistics and correlations for atidels

Variable Mean s.d. 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18
1 Social Interactions: Time Spent 3.56 1.16
2 Social Interactions: Close Contact 345 119 0.66
3 Family Trustworthiness: Reliability 421 071 0.33 0.19
4 Members o Gworthiness: Promise Keeping 425 070 030 022 0.73
5 Shared Ambitions and Values 424 078 033 0.24 0.57 0.54
6 Shared Objectives and Mission 413 087 0.21 0.24 0.49 044 0.59
7 Social Interactions: Time Spent 3.52 1.07 0.22 0.24 0.17 0.19 0.19 0.15
8 Social Interactions: Close Contact 351 113 0.76 0.24 0.10 0.05 0.07 0.06 0.56
9 Non-Family Trustworthiness: Reliability 420 0.68 0.31 0.20 0.37 0.22 0.23 0.22 0.27 0.24
10 Members Trustworthiness: Promise Keeping 420 0.70 0.27 0.20 0.35 0.22 0.17 0.19 0.25 0.21 0.66
11 Shared Ambitions and Values 409 085 031 0.28 031 0.26 0.29 0.28 0.30 0.30 0.50 0.51
12 Shared Objectives and Mission 417 089 032 0.25 030 0.21 0.33 0.29 0.26 0.22 0.56 0.53 0.73
13 Family Firm High Level of Profitability 740 145 0.27 0.23 034 021 022 019 0.10 0.15 0.28 0.27 0.26 0.30
14 Performance High Financial Position 721 162 024 0.12 035 020 0.19 0.21 0.08 0.16 0.29 0.32 0.28 0.29 0.72
15 Business Unit SIZE 432 063 0.12 0.00 0.15 0.04 0.14 0.07 0.08 0.02 -0.01 0.03 0.06 0.07 0.27 0.19
16 Business Unit SECTOR 0.48 050 0.10 0.03 -0.07 -0.01 0.04 0.07 0.02 -0.08 -0.01 -0.02 0.01 0.06 -0.04 -0.07 0.21
17 Vc;i:,tt:gs Business Unit AGE 3.13 0.58 -0.01 -0.07 0.06 0.02 0.07 0.05 -0.05 -0.12 -0.10 -0.02 -0.04 -0.12 -0.08 -0.09 0.33 0.06
18 Family Members in TMT 51.30 37.05 -0.06 -0.01 -0.02 0.01 -0.01 0.00 0.00 0.19 -0.07 -0.07 -0.08 0.00 -0.02 0.03 -0.18 -0.04 -0.26
19 Family GENERATION in Control 1.81 0.84 0.02 0.00 0.04 0.10 -0.04 0.01 -0.12 -0.11 0.01 0.07 0.05 0.02 -0.07 -0.08 0.08 0.11 0.27 -0.21

Notes: n = 172. Correlations greater than 10.19 are significant at p < 0.01. Correlations greater than 10.14I are significant at p < 0.05.
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TABLE 4: Structural model results and statistics

Hvpotheses Unstandardised Standardised Robust
yp Loading Loading t-Value
Family Social Capital — Performance 1.04*** 0.45%** 4.59

Model 1 S-By? (124 df) =136.67 (p = 0.21); BBNFI = 0.87; BBIRN= 0.98; CFI = 0.99; IFI = 0.99; MFI = 0.96;
RMSEA = 0.024; R=0.32
Non-Family Social Capital — Performance 1.49%** 0.46*** 3.64
Model 2 S-By? (124 df) =134.79 (p = 0.24); BBNFI = 0.87; BBIRN= 0.98; CFI = 0.99; IFI = 0.99; MFI = 0.97;
RMSEA = 0.023; R=0.35
Non-Family Social Capital and Family Social Capital — Performance
Family Social Capital-> Performance 0.57** 0.24** 2.07
Model 3 | Non-Family Social Capitat> Performance 0.95%+* 0.30** 2.40
S-By? (123 df) =130.49 (p = 0.30); BBNFI = 0.88; BBIRN= 0.99; CFI = 0.99; IFI = 0.99; MFI = 0.98;
RMSEA = 0.019; R=0.35
Family Social Capital — Non-Family Social Capital — Performance
Model 4 | Family Social Capital-Non-Family Social Capital 0.43*+* 0.59*** 3.42
(Fully | Non-Family Social Capitat>Performance 1.46%+* 0.46**+ 3.72
Mediated)
S-By? (129 df) =140.69 (p = 0.23); BBNFI = 0.87; BBIRN= 0.98; CFI = 0.99; IFI = 0.99; MFI = 0.97;
RMSEA = 0.023; R2=0.34
Family Social Capital — Non-Family Social Capital —Performance
Family Social Capital-Non-Family Social Capital 0.42%** 0.56*** 3.34
('\F/,Iggg”?/ Non-Family Social Capital-Performance 0.94** 0.29** 2.53
Mediated) [ Family Social Capital> Performance 0.57** 0.24** 2.15

S-By? (128 df) =136.32 (p = 0.29); BBNFI = 0.87; BBRN= 0.99; CFI = 0.99; IFI = 0.99; MFI = 0.98;
RMSEA = 0.019; R2=0.35

Note: **p < 0.01; *** p < 0.001

TABLE 5: Nested model for comparisons and model statistics

a df p-Value RMSEA BBNNFI CFI IFI MFI R?

Fully

Model 4 Mediated 140.69 129 0.23 0.023 0.98 099 099 097 034
Model

Model 5 Part_|ally 136.32 128 0.29 0.019 0.99 099 099 098 0.85
Mediated
Model

Fully versus Partially A437 Al < 0.05
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FIGURE 1: Family social capital, non-family social capitahd firm performance (Model 5)

Structural
. Dimension
Family Family
Social Capital Relational Social Capital
Dimensions Dimension
0.24**
Fa mlly Cognitive
Firm Dimension 0.56*** Ei
rm
Internal — -
Social _ Performance
OCla
. Structural
Capital -
y
Non-Family _ Non-Family
Social Capital ( Relational Social Capital
Dimensions Dimension
— Controls:
- Company Size***
Company Sector
L Company Age**
Family Generation in Control
Family Involvement

Notes: **p <0.01; ***p<0.001
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APPENDIX I: Variables and Items

Measures: Family SC: (Likert 1-5)(a=0.78)

Please indicate your agreement with the followitegesnments concerning the relationships betweenlyami
members working in the family firm. For your ratjrigke into account that ‘1’ is to express that yompletely
disagree and ‘5’ that you completely agree.

STRUCTURAL DIMENSION (=0.80)

Item 1:In generalfamily members who work in the company and /or are mesniiiethe board of
directors also maintain relationships outside thgany (dinners, clubs, ...)

Item 2:In generalfamily members who work in the company and/or are mendfate board of
directors maintain close social relationships algshe company; that is, they collaborate with one
another to solve company problems together.

RELATIONAL DIMENSION (0=0.84)

Item 3:In generalfamily members who work in the company and/or are memndfate board of
directors maintain close social relationships bseahey share information and rely on each other
to conduct business.

Item 4:In generalfamily members who work in the company and/or are mendfate board of
directors keep their promises and are loyal tactirapany.

COGNITIVE DIMENSION @=0.74)

Item 5:1In generalfamily members who work in the company and/or are mendfate board of
directors share the same ambitions, vision, andgegal
Item 6:1n generalfamily members who work in the company and/or are memndfate board of
directors pursue the same objectives and mission.

Measures: Non-Family SC — Likert (1-5)=0.78)
Please indicate your agreement with the followitegesnents concerning the relationships betweenfaomly
members working in the family firm. For your ratjrigke into account that ‘1’ is to express that yompletely
disagree and ‘5’ that you completely agree.

STRUCTURAL DIMENSION (=0.71)

Item 7:In generalpon-family members who work in the company maintain relatiggsbutside
company (dinners, clubs, ...)

Item 8:In generalpon-family members who work in the company maintain closéasoc
relationships outside the company; that is, thdlaborate with one another to solve company
problems together.

RELATIONAL DIMENSION (a=0.80)

Item 9:In generalpon-family members who work in the company maintain closéasoc
relationships because they share information alydbreeach other to conduct business.

Item 10:In generalpon-family members who work in the company keep their prosnisel are
loyal to the company.

COGNITIVE DIMENSION @=0.85)

Item 11:In generalpon-family members who work in the company share the samdéiang)
vision, and values.

Item 12:In generalnon-family members who work in the company pursue the sanjeetbles
and mission.

Measures FAMILY FIRM PERFORMANCE — Likert (0-10) (0=0.83)

Please indicate your agreement with the followivg statements with respect to the family firm penénce.
For your rating, take into account that ‘0’ is ta@ress that you completely disagree and ‘10’ thoat y
completely agree.

- Item 13:We have had a higher level of profitability thaur close competitors during the last five
years.
- Item 14:0ur financial position has been better than tiatuo close competitors in the last five years.
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