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Abstract Responsible family ownership (RFO) is a com-
bination of the family’s commitment to the family-firm’s
(FF’s) stakeholders in the long term and the explicit behav-
iour of the family members associated with the firm. How-
ever, families are not individuals but rather a system of
relationships among family members. In such a context, mis-
understandings in communication, anachronistic mentalities
and different value systems can block the intergenerational
transmission of RFO. Consequently, the responsibility of
the family towards the FF’s stakeholders may be damaged
and the firm’s socially responsible behaviour hindered. This
paper aims to identify how RFO is transferred across gen-
erations and to ascertain the role that family social capital
(FSC) plays in preserving the transmission of RFO from
generation to generation. Our research is based on three
in-depth case studies of Mexican family-owned small- and
medium-sized enterprises. First, the paper identifies and
contrasts a set of FSC-specific factors and problems which
play a relevant role in the transmission of RFO while recog-
nizing the influence of the mutually reinforcing dynamics
of FSC dimensions. Secondly, the family’s honourableness
(Aplander in J Bus Ethics 116(4):751-767, 2013) is identi-
fied as a key driver for sustaining the transmission of RFO.
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Finally, the paper identifies RFO institutionalization required
to face the intrinsic problems of transmitting RFO in grow-
ing families.
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Introduction

Corporate social responsibility, which is broadly defined as
the extent to which firms voluntarily integrate social and
environmental concerns into their ongoing operations and
interactions with stakeholders, is becoming a mainstream
issue as both researchers and managers realize its impor-
tance (Godos-Diez et al. 2011). In the context of SMEs,
the owners’ values are considered a main source of social
responsibility (SR) (Aragén et al. 2015; Lepoutre and Heene
2006; Preuss and Perschke 2010). This source is even more
relevant in the case of family SMEs, where the overlapping
relationships that exist between the family and the firm are
at the root of their SR and of their firm’s competitiveness
(Habbershon and Williams 1999).

In this sense, responsible ownership implies the devel-
opment of a specific responsibility within the family own-
ing the firm, i.e. a combination of “an active and long-term
commitment to the family, the business and the community,
and balancing these commitments with each other” (Lam-
brecht and Uhlaner 2005, p. 8) and the behaviours associ-
ated with it (Berent-Braun and Uhlaner 2012). Taking into
account the specificities of family SMEs, Aragon and Itur-
rioz (2014) developed and adapted the construct for SMEs,
which they termed responsible family ownership, or RFO.
According to these authors, RFO is a combination of the
family’s commitment to and their derived behaviour towards
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the family-firm’s (FF’s) stakeholders in the long term.
Responsible FFs share a sense of belonging with stakehold-
ers, employees, customers and suppliers (Deniz and Cabrera
2005). In addition, they are embedded in their local commu-
nities and thus become more engaged with their environment
(Sharma and Sharma 2011; Uhlaner et al. 2012).

Family networks usually include not only relationships
among family members of the same generation, but also
hierarchical and asymmetric relationships among members
of different generations (Wade-Benzoni 2002) where mis-
understandings in communication, anachronistic mentalities
and different value systems are factors which challenge the
sustainability of RFO over time. The intergenerational trans-
mission of RFO is therefore crucial to preserve the family
owners’ responsibility towards the firm and the community
in that it affects not only a firm’s socially responsible behav-
iour but also possibly its continuity. Consequently, the ques-
tion is: How can RFO be preserved and transferred across
the family’s generations?

The FF’s salient group, the family, is a system of people
who share common values, relationships and purpose, and
whose members are embedded in their FSC (Arregle et al.
2007). Following Bubolz (2001, p. 130), “family is a source,
builder and user of social capital”, and Coleman (1988),
who considers the relationships among family members to
be an ideal environment to develop social capital (SC), we
consider that families may provide the foundation of moral
behaviour on which guidelines for cooperation and coordi-
nation, as well as principles of reciprocity and exchange,
are developed (Bubolz 2001). Increased reciprocity and
exchange reinforce the creation and use of SC which arises
from the dynamic factors of stability, interdependence, inter-
actions and closure which are common in FFs. Therefore,
we contend that FSC plays a relevant role in building and
transferring RFO across generations. In this paper, we aim to
identify how RFO is transferred and to ascertain the role that
FSC plays in transmitting RFO across generations, as well
as the problems and dynamics families must face to do so.

To understand what role FSC plays in the transfer of RFO,
we follow a qualitative methodology to explain a particularly
complex phenomenon that involves the identification of val-
ues, relationships and behaviours of different generations of
family members over time. Specifically, three in-depth case
studies of Mexican family-owned SMEs are analysed. It is
noteworthy that one of the most important cultural charac-
teristics in Mexico is the family and that the three selected
cases demonstrate RFO together with a high level of SR.

The main contributions of our research are the follow-
ing. First, the study brings to light the complexity of trans-
mitting RFO and provides a theoretical framework on how
RFO is transferred across generations, thus contributing
to the literature on responsible ownership. The develop-
ment of this literature is the first step in identifying how the
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main stakeholders in FFs influence their SR, as suggested
in the research agenda for SR in SMEs (Spence 2007). In
particular, when examining the role of FSC from a holistic
perspective, we have observed honourableness as a family
precondition and driver of RFO transfer and the need for
institutionalization of this RFO as the family grows. Sec-
ond, in addition to its academic value, this paper illustrates
the problems and dynamics which can be applied practi-
cally to the governance of family SMEs and which can pro-
vide insights into the heterogeneous SR of FFs (Deniz and
Cabrera 2005).

In the following sections, we first present a review of the
literature on responsible ownership. We go on to develop the
FSC concept and (based on the SC approach) detail the key
FSC factors which play a relevant role in the transfer and
sustainability of RFO, identifying the positive influence of
these factors as well as their negative effects on the process
of transferring RFO. We then present the methodology and
the three case studies, before finally discussing the implica-
tions of our findings.

Responsible Family Ownership and Family SMEs

Chua et al. (1999, p. 25) provide the following definition of
FFs: “a business governed and/or managed with the inten-
tion to shape and pursue the vision of the business held by a
dominant coalition controlled by members of the same fam-
ily or a small number of families in a manner that is poten-
tially sustainable across generations of the family or fami-
lies”. Using this definition, many scholars maintain that the
uniqueness of FFs arises from the integration of family and
business (Habbershon and Williams 1999; Sirmon and Hitt
2003). This integration has different manifestations: the dual
roles of people as members of the family and members of the
firm, the integral role of the business for the family’s biogra-
phy and the inability of the family to leave the firm entirely
(Distelberg and Sorenson 2009; Dyer and Whetten 2006).
This specific nature creates a context in which, “due to their
ownership, family members enjoy certain control rights
over the firm’s assets and use these rights to exert influence
over decision-making processes in an organisation” (Carney
2005, p. 251). In particular, several authors (such as Berrone
et al. 2010; Dyer and Whetten 2006; Sharma and Sharma
2011) suggest that FFs are significantly different from other
types of organizations when it comes to social issues.

In this sense, family involvement has been considered
an antecedent of SR in FFs (Bingham et al. 2011; O’Boyle
et al. 2010). The effects of the family’s involvement on SR
engagement can be understood in the same way as Marques
et al. (2014, p. 218) state in their work on stewardship
theory, “family involvement creates better psychological
and situational factors to promote a pro-CSR stewardship
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behaviour”. Another explanation, based on the socioemo-
tional wealth (SEW) approach, is also possible. Following
this rationale, greater family involvement leads to engaging
stakeholder management as a way to enhance and protect
socioemotional endowments (Cennamo et al. 2012) and
avoids negligence, thus fulfilling the demands of stakehold-
ers (Marques et al. 2014).

However, there is no consensus on this topic. Some
authors (such as Dyer and Whetten 2006) found no sig-
nificant differences between family and non-FFs regarding
positive social initiatives. The literature also includes cases
where FFs have ignored and even abused non-family stake-
holders (Gallo 2004; Kidwell and Kidwell 2010). This ambi-
guity is also present when considering the dimensions of
SEW. In this sense, Kellermanns et al. (2012) note that they
could be both positively and negatively valenced in terms
of proactive stakeholder engagement. Thus, following Cruz
et al. (2014, p. 1310), SEW can be a “double-edged sword”,
eliciting both socially responsible and socially irresponsible
behaviour in FFs and having both a positive and a negative
side. Thus, the SEW perspective can explain why FFs are
often seen as caring for their stakeholders (Berrone et al.
2012; Dyer and Whetten 2006) and why some FFs seem to
have little regard for stakeholders, particularly non-family
stakeholders. This perspective helps to explore why some
firms care more about the needs of stakeholders than others
do (Cennamo et al. 2009).

A positive or negative valence of SEW can lead to a
higher or lower level of SR in FFs in comparison with non-
FFs, and it can also influence SR with respect to the type
of stakeholder (Cruz et al. 2014; Gallo 2004). In fact, Cruz
et al. (2014) prove that, due to their concern with image and
reputation as a way to protect their SEW, FFs are likely to
be more responsive to external stakeholder demands than
non-FFs. In contrast, their concern with control and influ-
ence within the company and their strong emotional attach-
ment to it (two other crucial SEW dimensions) are likely
to determine social actions related to internal stakeholders.

In this paper, we do not focus on the quantitative differ-
ence in SR between family and non-FFs. Instead, we focus
solely on socially responsible FFs and, in particular, family
SMEs, which require the development of a specific respon-
sibility within the family owning the firm. The osmotic rela-
tionship between family and firm is further intensified in
family SMEs (Niehm et al. 2008) where, due to the overlap
between ownership and management, family members can
directly influence the firm’s social behaviour, among other
things. Following and adapting the concept of responsible
ownership to family SMEs in the existing literature (Aronoff
and Ward 2001; Berent-Braun and Uhlaner 2012; Lambre-
cht and Uhlaner 2005; among others), Aragon and Iturrioz
(2014) went one step further and offered a new construct:
responsible family ownership (RFO).

RFO is defined as the combination of “an active and long-
term commitment to the family, the business and the com-
munity, and balancing these commitments with each other”
(Lambrecht and Uhlaner 2005, p. 8), and the behaviours
associated with this commitment (Berent-Braun and Uhlaner
2012). RFO contributes to the existing literature because it
fits the requirements derived from the idiosyncratic nature
of family SMEs. First, the familial nature, which allows for
asymmetric power of a particular stakeholder, i.e. the fam-
ily, influences the firm even if its members do not formally
belong to the firm (Mitchell et al. 2011); second, the dimen-
sion of the firm that impacts on SR in FFs (Uhlaner et al.
2004) is usually associated with lack of or scarce govern-
ance mechanisms (Mustakallio et al. 2002). Such govern-
ance mechanisms avoid opportunistic behaviour in case of
irresponsible ownership and demand explicit behaviour to
evidence the commitment of the family to the stakeholders,
due to the lack of formal statements (Adams et al. 1996).

Howeyver, in FFs, RFO is not a static achievement in that
it requires the owner family to behave and remain respon-
sible towards the stakeholders and the firm (Aragon and
Iturrioz 2014). The RFO developed in one generation is at
stake in the transgenerational succession. In this sense, one
question remains unanswered: How can RFO be developed
and preserved through time? In our paper, we attempt to
understand the dynamics behind the intergenerational pres-
ervation of the owner family’s responsiveness.

The Role of Family Social Capital in the Transfer
of Responsible Family Ownership

FSC is transferred between the members of different genera-
tions thanks to emotional ties, behavioural principles and
other rules (Wright et al. 2001). Based on the existence of
RFO, the relational proximity and the intergenerational trust
of the owner family allow the sustainable transfer of RFO
across generations (Salvato and Melin 2008). Therefore,
based on Nahapiet and Ghoshal (1998) and Arregle et al.
(2007), the three dimensions of FSC (cognitive, structural
and relational) have been applied to the RFO intergenera-
tional transfer issue. (1) The cognitive dimension refers to
the shared beliefs of the agents involved (Nahapiet and Gho-
shal 1998); to the common needs, goals and agendas; and to
the willingness and the ability of actors to identify and share
collective, intergenerational, compatible interests and objec-
tives. (2) The structural dimension focuses on the norms
that facilitate relationships between members of different
generations and the overall pattern of connections between
them. (3) The relational dimension refers to the existence of
a set of mutually held intergenerational values.

The family owners of firms have been associated with
both positive and negative relationships with stakeholders,
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as noted by Deniz and Cabrera (2005). These authors con-
clude that a FF is not a homogeneous group in terms of SR.
Following Moran and Ghoshal (1996), we contend that FSC
can both facilitate the conditions for RFO transmission and
hinder it. The lack of common vision and shared purposes
among family members and other stakeholders (cognitive
dimension), unbalanced relationships among family mem-
bers (structural dimension) and/or an inflexible set of family
values (relational dimension) could damage RFO sustain-
ability in FFs. In this sense, we contend that dynamics to
preserve the dimensions of FSC have to be developed and,
in this case, FSC will provide the required support for the
transfer of RFO. But, how will these FSC dimensions nur-
ture this transfer?

First, and regarding the FSC cognitive dimension, unity
throughout the firm and among its stakeholders is required.
In the contrary case, miscellaneous interest can arise and the
different generations of the family who are involved in the
firm can engage in opportunistic behaviour. For instance,
successors seeking quick and high performance could reduce
certain key investments, thus damaging the firm’s competi-
tiveness. Interest involving different time horizons in each
generation can also be at the root of these divergences. For
instance, endless succession processes can lead to good can-
didates from the new generation becoming frustrated and
eventually developing their professional careers outside of
the FF. In this context, where senior generations have little
or no probability of benefiting from responsible behaviour in
the future, mutual reciprocity based on long-term common
interests is challenged (Wade-Benzoni 2002).

In order to transfer RFO, the cognitive dimension of FSC
has to be preserved. The requirements for unifying the fam-
ily around the firm and its stakeholders are to balance busi-
ness and social objectives as well as to consider the objec-
tives from a long-term perspective. There is evidence that
opportunistic behaviour, while highly profitable in the short
term, can damage long-term competitiveness. Therefore, it
seems necessary that family consensus is reached on a set of
long-term objectives which balance social and business pur-
poses. This consensus may sustain RFO across generations.
For instance, FFs that preserve long-term engagement activi-
ties with society or avoid layoffs in crisis periods (Block
2010) show successful RFO transfer over time.

Second, regarding the transfer of RFO and the struc-
tural dimension of FSC, it is important to underline that
owner—manager overlap is often extensive or even complete
in family SMEs. Based on asymmetric information, the fam-
ily (through an individual or a group) frequently governs the
firm directly without any other formal mechanism (Mus-
takallio et al. 2002). As FFs grow older, the complexity of
the family network structure increases. In this context, main-
taining the governing modus operandi can undermine the
possibility of spontaneous relations among family members.
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Consequently, there are dysfunctional power arrangements
within the firm (Leana and Van Buren 1999), such as the
marginalization of part of the new generation in the FF’s
governance, in particular the siblings not working in the
firm, which can decrease unity in the family and the firm
(Salvato and Melin 2008). The FSC structural dimension,
therefore, requires a balanced investment of internal SC
(bonding) which is grounded in intragenerational family
relationships as well as external SC (bridging) which focuses
on ties among intergenerational family members or between
family members and other stakeholders (Salvato and Melin
2008), considering the new generation as a new stakeholder.
The FF’s governance, which is centralized and informal at
the beginning (Cabrera and Santana-Martin 2004), faces
an increasing number of family members in the succes-
sive generations with limited contact with each other. This
means that ties have to be established between members of
the successor generation and between the predecessor and
successor generations. In the contrary case, the professional
development of the successor generation outside the FF
along with minimal exposure to the firm’s business and its
stakeholders can reduce RFO. Additionally, RFO assumes
the FF acts as a social agent that interacts responsibly with
stakeholders, sharing their objectives and caring for them.
In this sense, bridging the SC between family members and
external stakeholders across generations allows for the nur-
turing of this family vision over time. Without the contact
of different generations with stakeholders and their needs
and interests, RFO can become an empty and old-fashioned
tradition of previous generations.

Third, and regarding the FSC relational dimension, fam-
ily values are of strategic importance in FFs (Tapies and
Fernandez Moya 2012), and their legacy is one of the most
powerful ways to ensure the continued presence of the
family in the firm (Aronoff and Ward 2001). The existing
reputational costs are a disincentive for family members to
behave in an opportunistic way, based on controversial val-
ues regarding the family’s values, which are easily traceable
by the community in which the FF is established. In family-
owned SMEs, the family transfers their values from parents
to children based on direct contact (Tapies and Fernandez
Moya 2012). If value systems are not supported by coher-
ent behaviour, then the values cannot function as the basis
for strengthening the relational SC dimension. New value
systems adopted by new generations can try to integrate the
pre-existing value systems. On the one hand, blocking the
renewal of a value system can undermine the new genera-
tion’s attraction to the firm, avoiding the healthy updating of
the family membership in the firm and of its value system.
On the other hand, a value system that accepts divergent
values usually generates conflict, which results in the hinder-
ing of FSC (Arregle et al. 2007). To be able to transfer RFO,
the FSC relational dimension requires a set of core values
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and a permanent focus on building a value system through
consistent behaviour over time and involving members of
both the predecessor and successor generations. However,
making the value system rigid and inflexible is not the solu-
tion. Openness in peripheral issues and core stable values
should be embraced by family members of both generations.
The values of the successor generation will be influenced
by those of the predecessor generation or by an alternative
model of reference. In general, if these models are gener-
ous, future generations will be less self-interested and will
respond to the spirit of generosity (Wade-Benzoni 2002).

Therefore, FSC seems to be the backbone of RFO transfer
across generations. Given that our aim is to identify how to
preserve RFO across generations, Table 1 illustrates the role
that FSC dimensions play in transmitting RFO by identify-
ing the key FSC factors for the transmission and sustainabil-
ity of RFO, as well as their positive and negative influences
in this transmission process.

Research Methodology

To be able to analyse the role of FSC in RFO transfer, we
chose a qualitative methodology to collect the required
information. The analysis of a subjective reality compris-
ing multiple realities is allowed by the constructivist para-
digm of the qualitative approach (Hernandez-Sampieri et al.
2006). In our case, the phenomenon is particularly complex
because it involves members of different generations over
time, requiring a particular understanding of the viewpoint
of these different generations by the researchers. This kind
of research, including multiple and heterogeneous dimen-
sions, requires collecting detailed experiences and obtaining
in-depth information with d interpretive wealth (Eisenhardt
1989; Yin 1989). The aim of this study implies that each
family develops RFO behaviour according to their own inter-
pretation and circumstances. In this context, the case study
approach is considered appropriate because it allows for
analysis in context, simultaneously using different sources
of evidence without losing the complexity and specificity of
each case (Zikmund 2003).

Following Aragon and Iturrioz (2014), we have captured
the RFO construct by considering both the long-term com-
mitment of the family to their stakeholders and their explicit
behaviour associated with responsible ownership, i.e. the
professionalism of human resource management and the
selection of leaders for management or ownership roles; the
professionalism required for organizational and financial
practices; and the appropriate means of planning for firm
succession and long-term family vision.

A set of requirements were defined to identify the fam-
ily-owned SMEs participating in the study: first, FFs which
are at least in their second generation; second, FFs where

members of different generations co-exist actively in the
firm; and finally, FFs which are highly recognized for their
socially responsible behaviour. Diverse primary and sec-
ondary sources, such as press releases in local newspapers
and media!, internal documents and web pages (Table 2),
together with the experience and knowledge of one of the
co-authors about the firms, helped to verify the previous cri-
teria. Additionally, to ensure access to the sensitive informa-
tion required for the research project, professional contacts
and again the experience of one of the co-authors of the
paper were essential in selecting the final three case studies.

Once the cases were identified as appropriate for the
study and the families agreed to participate, most of the data
referring to the dimensions of RFO were extracted from in-
depth face-to-face interviews (Table 5).

In this study, we analyse three Mexican SMEs. SMEs are
relevant to the Mexican economy because they represent
50% of this country’s gross domestic product (GDP) and
70% of the employment opportunities for Mexican work-
ers (Reyes and Preiss 2015). The majority of small- and
medium-sized enterprises in Mexico are family-owned
(Erdener 2009), and in fact, up to 95% of all Mexican busi-
nesses are owned and managed by families. According to
the national census (INEGI 2009), the distribution of FFs in
the different sectors is approximately as follows: 50% com-
merce, 37% services and 13% manufacturing. The dominant
economic pattern in Mexico is that each major industry is
under the control of a leading family (Erdener 2009). How-
ever, very few studies refer to Mexican family businesses,
mainly due to the difficulty in accessing information about
company ownership and company control structure (Espi-
noza and Espinoza 2012).

The family is one of the most important cultural charac-
teristics in Mexico. According to Belausteguigoitia (2007),
families grow faster in Mexico than businesses do. Con-
sequently, the number of family members looking for a
position in the firm increases after the second generation.
Additionally, the survival rate of FFs in Mexico is low. Fol-
lowing Betancourt et al. (2012), 70% of FFs disappear after
the death of the owner, and only about 10-15% survive to
the third generation, which generally dissolves the company.

The ownership structure and corporate governance
mechanisms in Mexico, as in other Latin American coun-
tries, differ from those in Anglo Saxon nations, as noted by
Watkins-Fassler et al. (2017). Additionally, social cohesion
is particularly robust in Latin American countries (Mizruchi
1996) and members of owning families interrelate among
themselves as part of the same social network. In this sense,
they are likely to strengthen the presence of family members

! El Norte Digital, El diario de Juarez, NTR Zacatecas and Imagen
Zatatecas.
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in relevant positions in FFs (board chairs and CEOs) and to
build powerful business groups that facilitate interlocking
directorate practices (Cardenas 2014). Both characteristics
make Mexican family SMEs a suitable context for observing
the family operative in terms of RFO and FSC.

Considering the difficulty, which is intrinsic to Mexican
FFs, of accessing information on ownership and control
structures (Espinoza and Espinoza 2012), the selection of
the families for this study was guided by the possibility of
illustrating FSC dynamics with regard to the transmission of
RFO across generations. We selected three Mexican families
who owned family SMEs (defined here as an organization
with fewer than 100 employees, following INEGI 2004) and
who showed evidence of being responsible family owners,
based on the knowledge that one of the authors had concern-
ing the families in question. The evidence of responsible FFs
was also extracted from external data such as web pages,
newspapers and media. These external data served to verify
that the FFs were recognized in their community for being
responsible. In particular, we had access to documents such
as codes of ethics and mission statements as well as online
news in which the FFs were acknowledged because of their
socially responsible programmes. We focused our study on
the dynamics within the contexts of the three selected SMEs
so as to illustrate the process of sustaining RFO across gen-
erations, despite the fact that two out of the three selected
families have invested in or developed other firms. Two of
the firms are involved in retailing and the third in services.
Two of the firms are in the third generation, while one is in
the second. The firms selected for our study are acknowl-
edged by their socially responsible behaviour.

The primary characteristics of each SME, its family and
its SR activities are listed in Table 3.

The style of our research has been to record our observa-
tions while remaining open and not losing perspective. We
have used the same terms the interviewees used for the dif-
ferent governance structures. We conducted semi-structured
interviews on the paper’s key topics regarding FSC and RFO
from August to October 2014. Our main source of data gath-
ering (Table 5) was the interviews during which we made
direct observations. We followed a thematic data analysis
(Table 1) to organize the data set, thereby applying a deduc-
tive approach.

To be able to ensure access to the sensitive information
required for the research project, we considered informa-
tion from professional contacts, particularly in the selec-
tion of the families. We employed a holistic perspective,
considering diverse criteria when identifying the profiles to
interview: different generations, diverse levels of involve-
ment in the firm, family members and non-family members.
Following these criteria, there were at least four informants
in each case: the top manager of the firm, a member of the
family’s predecessor generation, a member of the family’s

@ Springer

successor generation still working in the firm, a member of
the family’s predecessor generation not working in the firm
and a non-family member working in the firm. In one of the
cases, we followed the suggestion made by the firm’s general
manager to interview a fifth person. However, we found that
redundant information was provided during this fifth inter-
view, and we did not include a fifth informant in the second
and third cases. We conducted a total of 13 interviews, last-
ing from 60 to 150 min. The output of the interviews was
recorded, transcribed (sometimes during the interview) and
codified. The results of the transcription were then shared
with the interviewees so as to correct any misinterpretations
(Table 4).

To guarantee reliability, we followed several recommen-
dations laid out by Yin (2003). First, we defined the generic
purpose of the case to establish a formal protocol for the case
study, and we then set up the procedure for gathering the
data and compiled an interview guide (Table 5). A database
containing all the empirical evidence was created following
a thematic data analysis (Table 1) to be able to collect all the
data and documents required to compile the final case study
report. In particular, we made use of the experience of one
of the co-authors who have collaborated for at least 8 years
with the three cases.

The validity of the construct was guaranteed through the
use and triangulation of various sources of evidence and by
contrasting the data provided by the informants from each
case (Yin 2003). The chain of evidence was constructed
from several sources of information, gathering data which
ensured triangulation (Eisenhardt 1989; Yin 1989). All these
points of reference ensure that the issue is observed through
a variety of lenses, which allows for multiple facets of the
phenomenon to be revealed and understood (Baxter and Jack
2008).

Internal validity was guaranteed by the design of a dedi-
cated framework, based on the relevant literature and pre-
liminary assumptions. We searched for pattern matching and
explanation building, and external validity was confirmed.
Our case study research involved analytical generalization,
in which particular findings are generalized into a broader
theory (Yin 2003).

Findings
Case Descriptions: The Family and the Firm

Case A is a services firm, specifically, a convention and
social events centre which was set up in 1991 by three fam-
ilies. Firm equity is shared equally by the three families,
and each family branch has a member of the first generation
and another of the second generation participating in the
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Table 4 Characteristics of interviews. Source: Authors’ own elaboration

Date Duration Place People in the interview Documental support Other sources
29 October 2014 1 h and a half  General director’s office General director case A Video camera Vision document
Researcher Computer Social labour recognitions
29 October 2014 1 h and a half  Marketing director’s office =~ Member of the family work- Video camera
ing in the company case A Computer
Researcher
Documenter
29 October 2014 1 h and a half =~ Administrative director’s Non-member of the family ~ Video camera Ethics code
office working in the company ~ Computer
case A
Researcher
Documenter
29 October 2014 1h Researcher office Member of the family not Phone
working in the company ~ Computer
case A
Researcher
Documenter

28 October 2014

28 October 2014

28 October 2014

28 October 2014

23 August 2014

26 August 2014

26 August 2014

28 August 2014

30 August 2014

1 h and 20 min

1 hand 10 min

1 h and 40 min

1 h and a half

2 h and a half

1 h and a half

1h

1 h and a half

1 h and a half

Office of the company

Office of the company

Office of the company

House of the family

General director’s office

Office of the company

General director’s office

Office of the company

Office of the company

Vision document
Social labour recognitions

Video camera
Computer

General director case B
Researcher
Documenter

Video camera
Computer

Member of the family work-
ing in the company case B

Researcher

Documenter

Video camera
Computer

Non-member of the family
working in the company
case B

Researcher

Documenter

Video camera
Computer

Member of the family not
working in the company
Researcher

Video camera
Computer

General director case C
Researcher
Documenter

Video camera
Computer

Member of the family work-
ing in the company case C

Researcher

Documenter

Video camera
Computer

Member of the family not in
the company case C

Researcher

Documenter

Pamphlets, letters

Video camera
Computer

Non-member of the family
working in the company
case C

Researcher

Documenter

Video camera
Computer

Member of the family work-
ing in the company case C

Researcher

Documenter

firm’s ownership. Nevertheless, only one out of the three
owner families is directly involved in the firm’s manage-
ment (Table 3).

Case B is a hardware store and plumbing firm set up in
1946. The firm’s owners were investors from the USA who

first set up a timber merchants in a city on the border with
Mexico. They hired a young administrator and after some
years the investors sold the business to him. The hardware
business then evolved from a traditional shop to a self-ser-
vice warehouse with value-added services. Nowadays, case
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Table 5 Summary of the structure of the interviews: main dimensions and key issues. Source: Authors’ own elaboration

Dimensions

Key issues

Interviewee description
RFO—Family Ownership Commitment to Stakeholders

RFO—Professionalism in Leadership Selection and Human
Resource Management

RFO—Professionalism in Organisational and Financial Processes

RFO—Responsible Planning for Firm Succession

RFO—Long-Term Family Vision

FSC—cognitive dimension

FSC—structural dimension

FSC—relational dimension

Interviewee’s position in the firm
Interviewee’s position in the family

Evidence of the firm’s contribution to society in general or to some of its
stakeholders, such as it employees and consumers

Evidence of fulfilment of professional requirements to access the firm by
heirs (or the contrary)

Evidence of independence of owner and managerial role (or the contrary)

Evidence of preferential treatment of family members compared with other
non-family members in the same position of the firm (or the contrary)

Evidence of abusive use of the firm assets (or the contrary)
Evidence of the abusive demands of family members (or the contrary)

Evidence of family agreements to formalize the ownership succession
process

Evidence of family involvement as a whole around the family-firm (or the
contrary)

Evidence of the engagement of the family regarding the preservation of the
firm (or the contrary)

Evidence of balancing family, firm and social objectives
Evidence of enhancing intergenerational common vision and the alignment
of interests

Evidence of bonding ties within generations

Evidence of bridging ties across generations or with stakeholders

Evidence of supporting the family value system and its renewal

Evidence of supporting the coherence between values statements and
behaviours

B is divided into two independent businesses: the hardware
business and the financial department, which offers credit
sales to its customers. The third generation of the family is
already involved in the company (Table 3).

Case C is a retail company: a petrol station chain. The
founder left his work in a bank and set up his own business at
the age of 26 with his savings. In the beginning, case C was
a small business with some petrol stations and vehicle repair
shops. More than 50 years later, the family (Table 3) is now
a diversified holding company, with activities in a variety
of industries, including petrol stations, wineries, hotels, gas
retail operations and tomato crops. Nevertheless, the main
business of the company is the chain of petrol stations.

Cognitive Dimension in the Intergenerational
Transmission of RFO

Balanced Family, Firm and Social Objectives

Case A declares itself to be socially responsible. It has dif-
ferent programmes involving community engagement, which
is a priority for the organization. Specifically, in terms of SR,
case A’s ethical code (Code of Ethics Report) was developed
and applied in collaboration with all the employees.
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I am aware of the responsibility I have to my employ-
ees, and I feel we are doing something that is worth-
while and meaningful because of the firm’s commit-
ment to the community and to the city. The employees
also feel this way, and I think they are proud of the
firm’s social activities. — Case A, director.

In case B, family objectives are formalized in the family’s
mission. These objectives integrate social and economic
issues, which second- and third-generation family members
participate in and apply. In particular, the family in case B
supports schools and universities in the city and has devel-
oped several SR programmes, feeling that social objectives
have to be integrated in the firm’s activities:

I’m starting to participate in the community [...], |
want to focus on two or three projects aside from the
company [...]. Nevertheless, I believe that there is no
better way to help than by creating jobs. I would like
to see this company grow as much as we have seen
over the last five years. — Case B, CEO (grandson of
founder)

In case B, the priority given to social issues versus bare
economic objectives, especially regarding their employees,
is clearly established and put into practice whenever the per-
sonal circumstances of employees have required it.
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When someone has had a health issue that has
affected their professional activity, the reaction of
the family was immediate. [...] having caring man-
agers, flexible timetables or being able to work from
home [...] is really important. On one occasion there
was an employee who had a kidney transplant and
the company helped with the medical costs. The
family worries about how you are doing in our per-
sonal life; they believe that if you have problems,
this affects how you are at work. — Case B, non-
familial employee

Additionally, the family protocol of case B is being
developed. In this case, it is noteworthy that despite the
significant involvement of family members in business
activities, they keep the family and the firm separate.
Firm sustainability and preservation was the main crite-
ria in the decision-making regarding the firm’s ownership
distribution.

My parents made an arrangement in consensus with
their children to distribute their properties while
still alive. A business valuation was made with the
company left to me and the rest of the family prop-
erties to my sisters. — Case B, director.

Similarly, the owner family in case C has defined the
firm’s long-term goals and vision, and the family’s pur-
pose is aligned with these objectives. In the first genera-
tion, the social issues were developed in the context of the
founder’s personal engagement, assisting and helping in
the case of each one of the requests he received.

The founder has always put into practice SR, even
when it was an unknown issue. — Case C, director.

The second generation institutionalized SR activities in
2001 by creating a family foundation, whose mission is
to contribute to the community’s needs as the founder did
(see their Facebook page). They also established family
policies in terms of allocated utilities, family expenses
related to business policies and family assets administra-
tion, always with the aim of preserving the firm. This
institutionalization does not mean that the family is not
personally involved, but it does preserve its sustainability.
Nowadays, the firm considers that:

...social, business and family responsibilities go
hand in hand; firms are people, and profitability
cannot become more important than human issues.
— Case C, director.

Environmental objectives remain the only exception.
In the three cases, the families consider environmental
issues only in terms of legal obligations, not as an issue
of engagement to be assumed by the family’s SR.

Intergenerational Common Vision and Alignment
of Interests

The alignment of interests is often at stake at critical
moments, especially when the firm’s economic situation
suffers.

Several years ago, we had a rather difficult economic
situation. We knew we could not raise salaries, but
nor did we want to be forced to lay off employees. We
talked with everyone and we reached an agreement:
the family cancelled all their benefits expectations, but
nobody was dismissed. — Case A, director.

In case A, the director and the other family owners proposed
to the second generation, currently the functional managers,
that they lead the firm in the future. The second genera-
tion’s candidate considered this opportunity, but due to her
personal plans, she saw herself in a secondary role in the
firm rather than as the leader. The third generation is still
too young to work in the FF.

It is a crucial issue. I am trying to find different alter-
natives, family and non-family candidates. It is still
unresolved but we hope we will find a successful solu-
tion. — Case A, director.

The family owners try to reach a balance in the long term
between the aspirations of members of the different gen-
eration and the requirements of the firm. Because of this
willingness to find a balance, the family is looking for an
external manager to preserve the life objectives of family
members, the firm’s continuity and care for the stakeholders.
In this sense, the professional careers led by the other family
members outside of the firm have been respected.

As stated before, the FF protocol in case B has begun but
is still not finished. Constructive discussions and further dia-
logue are required due to the current relevance of ambitious
objectives of the new generations.

I would rather not spend as much time [as my father]
out of the company. [...] I believe that as a business,
we could be bigger. — Case B, CEO (grandson of
founder)

Regarding case C, family consensus is reached in fam-
ily council meetings. For instance, there is a consensus
about maintaining the current FF values. Encouraging
engagement of the third generation is a priority. Therefore,
potential successors are specifically trained (in values and
leadership) and have to work in all areas of the organiza-
tion to develop a holistic view of the firm. They are also
invited to participate in different activities launched by
the foundation, and contribute to the community of the
region, while family values are transmitted to the third
generation. Additionally, when the objectives of the firm
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and the family clash, they claim that sharing and explain-
ing decisions is the best way forward. The balance of the
interests in conflict is solved thanks to the family values
(relational dimension) which provide guidelines in case of
a controversial position, and thanks to the fluent communi-
cation among the people involved (structural dimension).

Recently a top management position in the company
was open. On the list of possible candidates was my
older nephew and people from outside the company.
It was not easy but obviously he didn’t get the posi-
tion; he still has to gain experience. — Case C, family
member

Therefore, concerning the cognitive dimension, the social
objectives in all three firms have been clearly stated,
accepted and integrated in the firm’s purpose since the
founding of the company. The balance of interests is sup-
ported by the communication among family members
(structural dimension) and the shared family values (rela-
tional dimension). In all the cases, the firms are committed
to social activities. This social engagement is rooted in the
examples of the founder, who realizes his/her fortune in
life, and is at the basis of caring for others who are less
fortunate. This duty is assumed by the family as a question
of honour. In this context, the balance between family,
business and social objectives has a long-term and inter-
generational approach. Nevertheless, potential intergen-
erational conflicts have been identified in all three cases
regarding the cognitive dimension of RFO, mostly related
to the intergenerational common vision and alignment of
interests. In case A, personal and firm or intergenerational
interests were opposed when, due to her personal objec-
tives, the manager (second generation) refused to become
director, in contrast to the objectives of the first generation
and the firm. Social versus economic issues were in con-
flict when some third-generation members questioned the
modus operandi of their predecessors in case B or when
successors were not hired by the firm in case C.

Structural Dimension in the Intergenerational
Transmission of RFO

Bonds Between Family Members

Communication among the family members in case A is
quantitatively and qualitatively abundant and fluent. Per-
sonal contact between the director and her daughter, who
is managing a functional area of the organization, as well
as among the owners from different generations in the
shareholder council allows for direct and fluent intra- and
intergenerational communication.
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You would never know that they are mother and
daughter, as there is no preferential treatment. On the
contrary, sometimes the director gives her daughter the
hardest tasks to deal with. — Case A, family member in
the marketing department.

However, strong bonding SC among family members can
sometimes be a menace to positive SC development. Con-
sequently, policies or practices should be set up to control
nepotism, as happened in case B.

The director’s nephew asked for special treatment
because he was part of the family. The director’s
response was that he should be considered like any
other employee, and that is exactly what we did — Case
B, human relations manager, non-owner family mem-
ber.

One of the main events in the relational history of case C
was when one of the brothers from the current generation
left the firm. This incident threatened family stability, but the
director handled the situation well, preserving family inter-
ests and maintaining a healthy relationship with the brother
who had left. This incident concerned the whole family not
only the family members active in the firm. Consequently,
the nieces and grandchildren were informed of the situation
to be able to understand it and to maintain family ties with
the outsider branch.

My uncle’s departure from the firm is a great example
of how family relationships and unity remain, even if
things have changed in the FF. It was handled amaz-
ingly well; firm issues were completely separated from
family issues, and everything is as it was in my family
before my uncle’s departure. I thought it was going
to break up the family, but it was handled very care-
fully and family unity [...] was preserved. That was
thanks to my grandfather and my grandmother. — Case
C, third-generation family member.

This family unity has guaranteed that “leaving” the business
does not mean “leaving” the family. Being an active member
of the firm is not a prerequisite to be considered a family
member. The association with the firm remains an option
that is free for family members.

A relevant issue for the FF is to constantly ensure fam-
ily unity. — Case C, family member.

Family relationships are based on communication. Given the
increasing dimension and complexity of the family mem-
bers’ involvement with the firm or the foundation, commu-
nication has become formalized. The family-firm separation
is guaranteed thanks to the family and the firm’s governing
bodies—(a board of directors and a family council) and to
the family protocol.
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Bridging Ties Across Family Generations and With
External Stakeholders

The owner families in case A are not equally involved in
the firm. Nevertheless, this asymmetry does not imply a
disassociation on the part of the members not involved
in the firm’s management. On the contrary, they support
the current director in her management and there is fluent
intergenerational communication. Additionally, relation-
ships with external stakeholders are also influenced by the
firm’s social approach.

We spread our social spirit among our employees,
customers and suppliers. — Case A, director.

Case B family enjoys a great social reputation in the com-
munity. Starting with the founder generation, they have
participated in the city’s hospital and school councils.

This firm is committed to the community and to us,
the employees, which is why the it has a strong repu-
tation for stability and transparency, and this is well
recognized by the community. — Case B, non-family
HR manager.

This high level of involvement with the community results
in the success of the firm’s SR programmes which address
community needs and which benefit from high participa-
tion. The family members as individuals are also commit-
ted to different social action programmes, and thus, the
family name itself has a great reputation as a benefactor
of the community.

The family have received several recognitions over
the years. On one occasion the founder appeared on
TV for his involvement with community needs. —
Wife of the director of case B, who has no position
in the firm.

Concerning this dimension, the director of the firm in case
B realizes the importance of involving the third generation
in the firm. Welcoming the third generation has required
the formalization of the family-firm relationship. To be
able to achieve agreement on family decisions related
to the business (cognitive dimension), a family council
has been created. In the beginning, the successor and the
director participated in it, but nowadays three external
advisors are included to assist the family in their business
decisions. Therefore, the third generation receives direct
reports of current decisions regarding the business, thus
increasing their knowledge of the organization.

The unity of my father-in-law and mother-in-law is
really important for this family, and we admire them
a lot. — Wife of the director in case B, who has no
position in the firm.

Communication in case B concerns the three generations
of the founder family, even if they are not working in the
firm. The family members participating in the business
meet at the firm council, and the non-participating fam-
ily members are also informed about the firm and the SR
activities in which they collaborate.

Related to the intragenerational and intergenerational
relationships, the family owners in case C have promoted
these relationships since the founding period (family
Sundays, family shared holidays and a family bus for the
grandchildren’s school commute). In doing so, the fam-
ily helps to balance family and work life while helping
the children to share everyday routines. The shared fam-
ily farm house is usually the place for these get togethers,
facilitating intergenerational exchange and owner family
meetings. These relationships are also a relevant way to
share values (relational dimension), both in a spontane-
ous way (WhatsApp group among brothers and sisters
of the same generation) and in a formal way (the family
protocol).

An example of this separation is that the family intends
to maintain formalized firm entry conditions for the third
generation. Among the requirements for integrating the FF
for all the family’s potential successors are participating in
the foundation, having professional experience outside of
the FF, or participating in a formal programme of English
training and foreign travel.

Something that I see in the family and that is transmit-
ted to the company is that family and business issues
are separated very well. On the other hand, I see that
this is difficult for the third generation and is some-
thing we must work on. — Case C, grandson of the
founder, working in the firm.

Related to the structural dimension, the families studied
facilitate an intensive and positive relationship among
members of the same generation and of different genera-
tions. Creating initiatives to maintain personal and infor-
mal contact among family members, setting up family and
firm councils, and working in a family protocol are some of
the strategies the families develop to enhance family unity
(relational dimension). This unity preserves the family’s way
of behaving as well as harmonizing the attitudes of family
members towards the sustainability and SR of the firm (cog-
nitive dimension). Additionally, the families try to separate
these two different areas, avoiding confusion between the
family and the firm, as shown in case B and C. Finally, these
relationships are not limited to the family and the firm in
that they cross organizational boundaries and over to the
other stakeholders. In the three cases, the current reputation
is built on the care devoted by the family to the stakehold-
ers across generations. This care is based on family honour
rather than on commercial interests.
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Relational Dimension in the Intergenerational
Transmission of RFO

Consistency of Value System and Its Renewal

In case A, the founder has been the director of the firm since
the beginning, leading and leaving a personal mark on the
firm. Thanks to the director’s innate ability, the growth of
the business and the shared family values, such as respect
and freedom (relational dimension), the intragenerational
harmony among the family owners has been enhanced. This
harmony and trust has allowed for the separation of the fam-
ily and the firm and the clarification of the nature of the
relationships in each of these areas.

I remember that once, when this company was 3 or
4 years old, I was very young and I used to come with
her (the director) to different events. On one occasion,
she was with one of the partners’ sons when an unex-
pected problem arose; she was overwhelmed and she
cried. That left an impression on me. Of course, no
matter how strong you are, sometimes you break down.
But I saw her stand up and continue ‘we dust ourselves
off, as she tells us, ‘and carry on. — Daughter of the
director in case A, working in the firm in a managerial
position.

Case B is based on family values. Due to the lack of manage-
rial training of the founder, the firm’s SR activities focus on
improving the training of community members. According
to the director, the firm—community relationship cannot be
separated.

[It] ... is a social vision that comes from the founder
and that is highly rooted in the family. — Case B, direc-
tor.

Regarding how the family in case B transmit their values,
they are followed by the example set by the first genera-
tion. Constant work and sacrifice are part of the founder’s
example who, despite getting older, maintains daily con-
tact with the firm. Founding values are normally present in
interactions between family members. Honesty, one of the
firm’s pillars, has become an acquired value among current
family and workers. Service to the community also contin-
ues, with first and second generations involved in associa-
tions and city boards, and the director having participated
in the city government. Maintaining family unity is still a
priority. First and second generations participate in family
life, reserving time to spend with their relatives, and thus,
the third generation understands the importance of putting
time aside for family. In case B, showing care and kindness
for both workers and stakeholders is an enduring value that
each generation’s leadership has used to create an atmos-
phere of warmth. The behaviour of the owner family is
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guided by unity, honesty, a consistent work ethic and being
involved. This coherence is appreciated by the workers and
increases the involvement of the firm’s stakeholders. Fur-
thermore, these values support the objectives and vision
of the firm (cognitive dimension) and are promoted by a
high level of communication across generations (structural
dimension).

One day, my son said that he wanted to change the car
he had for a Mercedes-Benz. I replied by asking him
three questions: What are you trying to show by having
a Mercedes? Why don’t you try something less flashy?
What does a car like that say about us to our collabo-
rators? And my son answered: I knew you would say
something like this, and you are right. The value of
simplicity is an important one. — Case B, 1 director.

In case C, the values of the owner family (respect, hard work,
austerity and separating family and firm into two areas) are
transmitted through the founder’s examples and hard work.
Ethics has become part of the FF’s culture.

The family unit is the backbone and it has been preserved
by adapting to different situations throughout the family his-
tory of case C. First, the idea that the firm is an asset that
the family has to protect and be grateful for is a constant
value across the family’s generations. Second, hard work and
austerity are important values that require the respect of the
organization and its assets, even if the family has the final
power over the firm. Consequently, an egalitarian relation-
ship with workers, without favouritism, is expected within
each generation.

He had the vision of putting us to work very young.
My brother and I have worked in the gas station since
we were 7 years old. During our holidays, I saw how
my friends had a great time and I was working. In
fact, I was always working during my childhood and
youth. My father used to say, ‘There is no free lunch;
if you want something you must work for it’. — Case
C, director.

Coherence Between Statements and Behaviour Regarding
Values

Concerning the transmission of values in case A, the first
generation has transferred family values to the firm and to
the successors in the firm. The values of service, work devo-
tion, perseverance and sensitivity to people are incorporated
by the director in her current behaviour and are present in
several examples given by interviewees.

In the formative years, I try to instil in my children and
grandchildren a sense of responsibility, and also in the
employees. — Case A, director.
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The coherence between the firm’s values in terms of state-
ments and actual behaviour is visible in the social pro-
grammes the firm develops (as listed on its web page) and
in the director’s decisions related to employee salaries and
well-being. An example of the values in practice is that dur-
ing periods of crisis, wages were not increased and dividends
were not distributed. The values are applied in very particu-
lar initiatives led by the first generation.

In the family in case B, the third generation’s skills
and values needed to lead the firm in the future (relational
dimension) are developed through example and personal
contact.

Example teaches. I saw my father always working or
doing things for his community [...]. And he always
looked after us, [...] and he always had time when we
wanted to do something. — Case B, director (grandson
of founder).

In case C, the family has formalized some policies with
respect to the third generation’s integration into the firm
such as the participation of successors in the C foundation.
The purpose of this family policy is to train the successors
and to transmit family values and help them evolve, so they
are able to welcome the new generation in an updated busi-
ness context.

These cases show that the growing complexity of fami-
lies, such as the addition of new members, and intergenera-
tional differences, requires a focused effort on maintaining
values. In fact, to prevent value outliers, the families have
developed different strategies such as providing relevant
leadership examples in dramatic situations (cases A, B and
C), and applying the integrative policies of a predecessor
generation (case C). The FFs’ vision and objectives (cog-
nitive dimension) are the application of the family value
system (relational dimension). In these processes, the value
system of the family is configured and updated around their
core values. The family’s honour depends on sustaining
these values across generations.

Table 6 presents a summary of the deliberate dynamics
which have been identified in the transmission of RFO in
each case analysis. The strategies identified are especially
valuable in critical periods (such as during periods of suc-
cession or when the family/firm grows) to help avoid oppor-
tunistic behaviour and intergenerational conflicts. The bal-
ance between business, social and family interests (cognitive
dimension) is facilitated by the fluent communication among
the family members and the stakeholders (structural dimen-
sion) as well as the common values shared by the family (rel-
ative dimension). Preserving the balance between the social,
personal and business interests involved in the firm (cogni-
tive dimension) and family values (relational dimension),
supported by clear and direct communication or dialogue
strategies among family members (structural dimension),

allows the social approach and family values to be shared
in the long term.

Discussion

In an attempt to further the previous work about the SR of
family SMEs, we focus on the family who owns the firm
instead of analysing the firm itself or comparing family and
non-family issues, such as values, culture and ethical behav-
iour (Duh et al. 2010) or stakeholder approach (Bingham
et al. 2011), and analyse the role of FSC in the transmis-
sion of RFO across generations. We use FSC dimensions
to classify the problems and strategies existing in a positive
RFO transmission, and we propose a theoretical rationale to
understand them. The first finding shows that families sus-
taining SR in family SMEs over time have similar strategies
to overcome the problems they face (such as intergenera-
tional conflicts, losing long-term perspective, nepotism, fam-
ily break-ups, family and firm confusion, and inconsistency
between stated values and behaviour). These families/cases
balance family, business and social objectives, applying a
long-term and intergenerational perspective when aligning
the interest and the social vision of family members, thus
ensuring successful RFO transmission across generations.
The context of Mexican SMEs in which family is a relevant
economic and social actor (Erdener 2009) offers a suitable
opportunity to observe this issue. Although minimally dis-
cussed in the ethics literature, ethical supports for the SR of
family SME:s are critically important to the ethics literature
(Duh et al. 2010), and therefore, this first result is a legiti-
mate and original contribution in this field.

The relevance of the FSC factors identified in the frame-
work as a means to sustaining RFO across generations has
been contrasted (see Table 6). Nevertheless, the evidence
collected has helped us identify one of the main contribu-
tions of this paper: that the transmission of RFO requires
building a dynamic intra- and intergenerational FSC based
on the sum of its dimensions: cognitive, structural and rela-
tional. The interconnections among the three dimensions
require a holistic perspective from family members.

First, the cognitive dimension itself is not enough to
sustain RFO across generations. If new generations are not
aware of the future benefits they will receive from respon-
sible behaviour, mutual reciprocity based on long-term
common interests is challenged (Wade-Benzoni 2002). One
strategy has been for the families to create common spaces in
which exchanges between the generations can occur, such as
the family council of cases B and C (structural dimension),
which promotes intergenerational dialogue about relevant
topics (relational dimensions). The transmission of the cog-
nitive dimension is supported by FSC as a whole.
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Table 6 (continued)
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to sustain a traceable family-

style leadership
Provoking reflective dialogue

bers and the loss of former

members
Inconsistency between

Participating in the fam-

ily foundation’s displayed

activities
Personal assistance to people

and boards for the improve-

ment of the city.

Social programmes devel-

oped by the firm
Dividends are not increased

between predecessor and

stated values and particular

behaviour.

Participation in administra-

successor generations about
the concrete behaviours

with disabilities

tion to improve the com-

munity

in crisis periods

developed by the successors

Second, and related to the structural dimension, we
observe that the families facilitate intensive positive rela-
tionships among members of the same generation as well
as the other generations, thus bridging ties. Relationships
not only occur within the firm but also surpass it to include
the development of family relationships outside of the
firm. These relationships, founded on mutual trust and free
engagement with the FF (relational dimension), have been
nurtured since the childhood of each generation, and even
include the younger third generation (shared bus to school,
Sunday lunches at the family home). The development of
these relationships has evolved over time, increasing the
level of formalization as the family becomes more complex.
At the first level, personal or professional meetings are held
spontaneously, enhancing horizontal relationships. At the
second level, meetings in response to a particular problem
or need take place. And finally, meetings are held to seek
consensus regarding a family interest, such as when case C
established certain family policies regarding the third gen-
eration’s integration into the firm (cognitive dimension). At
this last level, formal and informal communication is abun-
dant in both areas—the family and firm. Formally, a family
mission statement is established, and family members are
required to attend meetings with precise objectives. Infor-
mally, different strategies are developed at different stages.

Third, with respect to the relational dimension, the cases
analysed show that the personal values of the first generation
lead the social activity of the family leader and the firm. Sus-
tainable business and family continuity and performance are
based on these values (Hammann et al. 2009). The personal
values established in the first generation are subtly present
throughout all three firms: honesty, hard work, austerity,
family unity, responsibilities within the community and
sensitivity towards and care for the firms’ workers. The pre-
decessor generation is actively involved in transmitting these
values to successor generations by both example and direct
communication (structural dimension). The values are trans-
ferred through the leader’s example (Adams et al. 1996).
The founder acts as a reference, a personal and professional
model to the members of the firm and the family, to ensure
coherence between statements and behaviour regarding val-
ues (Perrini and Minoja 2008). Consequently, family SMEs
are willing to participate more proactively in SR (Bingham
et al. 2011). Thus, family SMEs are based on the founder’s
values, such as in case A when, after having broken down,
the director stood up and continued working. The family
members look up to his or her experience, and the main
narratives and statements regarding values and mission are
quoted across the generations. The transmission of the value
system is supported by the family members’ testimony. The
predecessor generation illustrates what is expected from the
successor generations and firm members, outlining what the
predecessor generation is ready to give to them in return. In
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this sense, education and socialization are the ways in which
the values of the family are transmitted (Tapies and Fernan-
dez Moya 2012). Among others, the examples are equal
treatment of family members and non-members at work
(fairness) and the lack of increasing dividend demands when
wages are not increased due to economic crisis (engagement
and sacrifice). In this sense, non-family workers become a
reference to contrast the behaviour of family members, and
in all the cases, a family-style leadership is traceable.

However, the observed cases show that the founder’s
legacy and example can start to blur, leading to preserve
an individual rather than a collective perspective embedded
in RFO (as happens in case B, when a successor desires
to acquire an expensive car, against the family’s principle
of simplicity). Regarding the social mission and continu-
ity of the firm, successor generations are invited to put into
practice the values (cognitive dimension) through dialogue,
family activities, formalized structures (structural dimen-
sion), or by the development of policies and programmes
(relational dimension).

Constant recurring references to the founder’s behaviour
and values can be seen throughout the data gathered. In this
process, if the predecessors’ dynamic is based on giving
more than is received and therefore the fundamental rule
of economic exchange is broken (Godbout 1998), the vol-
untary engagement of successors in the family mission will
be promoted (Wade-Benzoni 2002). Otherwise, the unlikely
probability of benefiting from a responsible behaviour in
the future would damage the intergenerational mutual reci-
procity. In this sense, the second finding comes from all the
cases analysed, where it is observed that RFO transmission
is based on a particular quality: honourableness. Following
Apliander (2013), this attribute [defined by Cicero as fol-
lowing human duties, which means living a virtuous life
and striving for the common good (Cicero 2009a, I, 4)] is a
precondition of a good reputation and it does not depend on
whether or not this trait helps generate profit. Honourable-
ness crystallizes the way each family member is expected
to behave. It is an individual duty, a precondition (Aplinder
2013) for the service of something higher: the reputation
of the family and the firm. In this sense, honourableness
nurtures the family’s reputation and evokes respect from
stakeholders and family members, such as in case B (a local
firm well recognized by the community) in which the non-
family director explains that the firm’s commitment to the
community and to the employees is the reason for the firm’s
strong reputation for stability and transparency. This family’s
honourableness is perceived in the cases as an immanent
attribute that transcends the family while also acting as a
driver of RFO transfer, aiming to preserve this attribute that
is immanently associated with the family. In the transmis-
sion of RFO, it serves as both an objective and an asset that
has to be preserved. However, this attribute goes beyond the

@ Springer

concept of “survivability capital” understood as the strong
bonds of internal SC that characterize owner families (Sir-
mon and Hitt 2003).

In the observed cases, honourableness is established by
the founder’s example, promoted by family members and
expected of the new generations. The family realizes its good
fortune in life and self-imposes honourable behaviour. Keep-
ing the founder figure alive in the minds of family members
and firm workers as well as highlighting his or her honour-
able behaviour seems to be helpful in the transmission of
RFO across generations. To avoid this degenerative process,
as Long (2011) and Wade-Benzoni (2002) state, previous
interactions among family members serve as a frame of ref-
erence, an example of honour for future interactions. The
deliberate dynamics developed by the predecessors’ gov-
ernance to preserve the honourableness of the family [posi-
tioning it as a heritage or a gift and not as a burden (God-
bout 1998)] enhance the involvement of future generations
(Marques et al. 2014) and are at the basis of a successful
transmission of RFO.

Additionally, a third main finding drawn from the evi-
dence is that the institutionalization of RFO dynamics stands
out as a necessity for maintaining the FSC factors already
present in these growing family SMEs. What we have seen
is that in the early development stages of these firms, due
to their limited size, the owner family has a close relation-
ship with its stakeholders, maintaining informal and direct
contact (Spence 1999). In this context, the family owners
personally concern themselves with other family members’
behaviour which is visible and therefore has a direct impact
on the FF’s image and reputation (Zellweger et al. 2013).
Once the SMEs start growing and a larger number of fam-
ily members participate in the firms, problems arising from
asymmetric power (Mitchell et al. 2011) and dysfunctional
power arrangements within the firms (Leana and Van Buren
1999) can lead to a decreasing unity in the families and the
firms (Salvato and Melin 2008). Therefore, as a family grows
and the founder’s example blurs, the direct and informal
relationships which are typical in the founding stage have
to be replaced by formalized mechanisms, as has happened
in cases B and C (structural dimension) to deter potential
opportunistic behaviour (Mustakallio et al. 2002). On the
other hand, as a family grows and become more complex,
family-firm conflicts require SMEs’ governance and mana-
gerial professionalization as well as the formalization of
family SMEs values (relational dimension) in order to guar-
antee direct intergenerational contact (Tapies and Fernandez
Moya 2012). That is, factors related to the three FSC dimen-
sions have to interact together in order to sustain RFO over
time.

In our paper, we contribute to the debate about the role
played by the family in family SMEs for sustainable SR, pre-
senting three main contributions to the academic field. First,
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we examine the FSC approach to understand the transfer of
RFO in family SME:s. In particular, we enhance the systemic
perspective needed to understand the effect of FSC dimen-
sions in the transmission of RFO. Second, we identify a new
concept of family honour as a driver of FSC dimensions in
sustaining the transmission of RFO. Third, we specifically
address the context of growing family SMEs and identify
the institutionalization required by growing families to face
the potential problems intrinsic to RFO transfer. In addi-
tion to all three contributions cited above, we identify the
problems and strategies involved in RFO transmission across
generations. Our findings show that the holistic approach is
required to successfully reinforce FSC in family SMEs, and
we provide a useful source of recommendations and best
practices which can illuminate the experiences of practition-
ers facing RFO intergenerational processes.

The paper does, however, contain certain limitations.
First, we focus only on family owners, categorizing them
according to their generation or involvement in the FF. Other
classifications are indeed possible. For instance, the typol-
ogy of owner—managers’ attitude towards their business
(Birley 2001) could be applied to family owners to analyse
whether these new family clusters could make relevant con-
tributions. Second, even if non-family members working
in the FF were included, interstakeholder exchange has not
been specifically analysed. In particular, the role of external
stakeholders in RFO sustainability could be considered in
future research due to the impact of firm reputation on fam-
ily reputation (Zellweger et al. 2013). In addition, including
interviews with internal stakeholders (such as non-family
members) would complete the kaleidoscopic perspective we
have presented in this paper. Third, successful case stud-
ies have been selected. However, family SMEs that have
abandoned socially responsible activities or have failed RFO
transmission could provide the limits of FSC in preserving
RFO. In this sense, the research can be enriched by con-
sidering the role of stability, interactions, interdependence
and closure as relevant drivers of FSC (Arregle et al. 2007).
Fourth, although intergenerational reciprocity has been con-
sidered in this paper, this concept can be analysed in more
depth. We propose that future research consider the typology
of reciprocity, such as moral reciprocity, mutual reciproc-
ity, univocal reciprocity and intergenerational reciprocity
(Janjuha-Jivraj and Spence 2009). Finally, the paper’s main
limitation is the specificity of its cases, an issue that should
be addressed in the future by applying the framework to
other industries and locations. In fact, the selected industries
and geographical locations of the case studies may influence
the results and differ from family SMEs operating in other
activities or geographical areas. Nevertheless, at this stage,
important general lessons have emerged regarding the ben-
efits of delving deeper into the FSC that supports the transfer
of RFO from generation to generation.
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