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Abstract 

A family-owned company is a kind of organization in which it shall be spotted a 

distinguishing body: the family. Family members portray certain values and beliefs; hence 

generating an involvement and an alignment of the overall interests of members within the 

organization. Generally, transgenerational entrepreneurship and long-term vision 

determine the strategies implemented in family firms. According to business economic 

figures, the family firm has achieved an overwhelming presence in Spain, even Europe and 

the rest of the world. As a consequence, prior authors have managed to theorize the key 

factors which have allowed family businesses such tremendous prominence and highlighting 

importance in terms of contribution on GDP and employment. Therefore, family business 

must be analyzed independently from the rest.  

The main objective of this project has been defining the most evident differences between 

family and nonfamily firms in terms of goals, structures’ diversity and complexity, 

governance and control, relations with stakeholders, capital generation and potential 

strategies. The study has been focused on the determination of unique resources and 

capabilities of family firms due to their unique configuration and family’s influence, ergo 

generating competitive advantages hard to replicate. Significantly, this study examines the 

familiness, a term used to explain the set of resources and capabilities originated by the 

family’s influence and interactions with the firm.  

On behalf of the desired continuity and the transgenerational outlook of family businesses, 

these firms must be prepared for the succession process. For this purpose, it is necessary 

to study the planification of this step. For instance, preparing the successor for the next 

generation plus the proactive participation of the antecessor before and after the 

succession is completed lead to feedback and interesting relations which trigger the 

acquisition of valuable knowledge, transference of networks with different stakeholders 

and guidelines to the correct performance, ensuring the future stability and viability of the 

family and the organization itself. 

Key words: Family, family business, familiness, resources and capabilities, competitive 

advantages, capital, transgenerational outlook, succession.  
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Resumen 

Una empresa familiar puede calificarse como un tipo de organización que dispone de un 

componente diferenciador: la familia. Los miembros de la familia poseen ciertos valores y 

creencias que son extendidos a lo largo de toda la organización a la que pertenecen, 

generando una implicación y un alineamiento de los intereses de los individuos que 

componen dicha organización. Generalmente, el espíritu empresarial transgeneracional y 

la visión a largo plazo condicionan las estrategias desarrolladas por la empresa familiar. 

Según cifras económicas, esta modalidad de empresa posee una presencia mayoritaria no 

sólo en España, sino también en Europa y en el mundo. Como resultado, autores 

reconocidos han desarrollado estudios y teorizado acerca de los factores determinantes de 

la gran presencia de estas empresas y su importante contribución al PIB de los países y al 

empleo. Así pues, es menester analizar este tipo de empresas separadas del resto.  

El principal objetivo de este trabajo ha sido identificar las diferencias más evidentes entre 

empresas familiares y no familiares en materia de objetivos, complejidad de la estructura 

corporativa, control y gobierno, relación con los grupos de interés, generación de 

diferentes tipos de capital y estrategias implementadas. El estudio se ha centrado en la 

determinación de recursos únicos y capacidades específicas de las empresas familiares 

causadas por la propia configuración y por la influencia de los miembros de la familia, que 

a su vez generan ciertas ventajas competitivas difíciles de replicar. Especialmente, este 

estudio se centra en el concepto de ‘familiness’, término usado para explicar el 

conglomerado de recursos y capacidades derivados de las relaciones y la influencia de la 

familia dentro de la organización.  

A consecuencia de una visión empresarial a largo plazo, estas empresas deben de 

desarrollar un proceso de sucesión que requiere de una planificación rigurosa. En este 

sentido, preparar al sucesor para la siguiente generación a la vez de una participación 

proactiva del antecesor antes y después de la sucesión pueden desembocar en valiosas 

relaciones que proporcionan conocimientos del negocio, transferencia de redes con 

diferentes grupos de interés y unas pautas para ejercer la dirección, asegurando un futuro 

estable y viable tanto para la organización como para la familia.  

Palabras clave: Familia, empresa familiar, familiness, recursos y capacidades, ventajas 

competitivas, capital, visión transgeneracional, sucesión. 
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1. Introduction 

The main objective of this study is to extract the main unique resources and capabilities 

originated in family firms and justify to what extent could affect in their performance in 

the long run. For this purpose, the next steps will be accomplished: 

- Demonstration of the prominence and the importance of family firms worldwide. 

- Delimitation of the main differences between family and nonfamily firms. 

- Identification of possible competitive advantages obtained by the unique resources 

and capabilities, the alignment of interests within the organization and the 

importance of the succession process for transgenerational entrepreneurship  

- Practical application. For this purpose, a family firm will be chosen and conclusions 

will be extracted so as to refute advantageous resources and capabilities exclusive 

from this type of firms.  

In order to prove the attractiveness denoted by the subject of study, different data will be 

collected for demonstrating the prominence and their wealth contribution. For this 

purpose, ‘Instituto de Empresa Familiar (IEF)’ and ‘European Family Business (EFB)’ will 

be consulted in order to collect accurate and actualized data. In this sense, Juan Corona 

and Isabel del Sol directed and coordinated respectively recent studies in 2015 and 2018. 

Both researches were carried out taking into consideration economic-financial data from 

SABI, fact that empowers the objectivity and the rigor of the analysis. Besides, more than 

a thousand surveys were fulfilled by the CEOs of different family firms. Hence, these 

documents result in valuable resources in order to extract economic figures and facts.  

Once demonstrated the importance of family-owned firms in worldwide economy, an 

exhaustive and descripted review of the literature will be performed in favor of developing 

a systematic analysis combining theory and practice. Ernesto J. Poza and Thomas 

Zellweger will be reference authors, whereas a research in reviews and articles from 

recognized journals will be also accomplished with the vision of other acknowledged 

authors. The intention is to provide precise tendencies and models to build up own 

conclusions describing the potential key factors and resources and capabilities which are 

likely to generate competitive advantages. In pursuance of clarification of family business 

heterogeneity from nonfamily firms, a systematic study of accurate information regarding 

models, theories and studies will be accompanied with contrasted surveys from well-known 

organizations like PwC, IESE Business School, ATREVIA and Russel Reynold Associates. 
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In order to save the references and to generate citations, Mendeley has been used as the 

bibliographic program.   

Finally, in the interest of applying the theoretical concepts and the information gathered, 

a case study will be effectuated. In this sense, Mercadona has been chosen as the example 

to extract the conclusions and conducting relations with the argumentative part. Attain 

this objective, the own webpage of Mercadona has been used to extract business data. 

Besides, other webpages, newspapers and the article ‘El empleo del Modelo de Gestión de 

la Calidad Total en el sector de la distribución comercial en España: El caso de Mercadona’ 

(Blanco Callejo & Guitiérrez Broncano, 2008) have been useful toward making conclusions 

and go further the investigation and linking concepts with the theory argued.  

The project has been structured in four main blocks:  

• Economic figures of family firms  

• Definition of the concept ‘family firm’ and its inherent peculiarities within 

organizations 

• Investigation and extraction of potential competitive advantages of family-owned 

firms 

• Comparative analysis using a practical case  

The motivation of conducting an interpretation of the influence of the family body in these 

complex organizations raised due to the aim of justifying the uniqueness and the 

overwhelming presence of these firms around the world. The purpose of the project has 

been distinguishing the different types of capital and valuable factors that may benefit 

family firms, consulting numerous and high-level articles and resources to establish solid 

conclusions. Without doubts, the proliferation of family firms has been an attractive point 

to investigate and analyze their characteristics. Then, the necessity to establish 

assumptions that might become helpful and useful to comprehend their success has been 

the main reason for carrying out this project.  
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2. Relevance of family firms worldwide: Economic and business figures 

According to statistic reports and recent research during the last decades, it has been 

distinguished a potential kind of commercial organization: the family firm. Nowadays, this 

modality of business makes up an amount between the 70% and 95% of businesses 

worldwide, that it is to say, these organizations are by far the most prevalent type of 

businesses in the world. It is also estimated a 70% to 90% of global GDP generated annually 

by these corporations (Instituto de la Empresa Familiar - IEF, 2020). Only in the European 

Union, there are spotted around 17 million family-owned firms with more than 13.5 million 

employees successfully hired (Instituto de la Empresa Familiar - IEF, 2020). In fact, it 

constitutes around 75% of the whole private employment (Instituto de la Empresa Familiar 

- IEF, 2020). Thus, it makes sense the relevance of analyzing this modality of firm due to 

its value and job creation, as well as its contribution to the worldwide economy.  

Indeed, family business is a social entity which develops their business activities with an 

active attitude and they have become substantially important for the modern economies 

because of the creation of wealth, employment, security, stability, opportunities and 

progress to external and internal agents of the family project, to community and to the 

economic national structures (Neubauer et al., 1999; Pérez Rodríguez & Basco, 2007) 

Figure 1. Percentage of the amount of family firms per country in UE 
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* (Instituto de la Empresa Familiar - IEF, 2020)  

 

In connection with the previous figure, family businesses constitute a powerful kind of 

institution since the number of these firms overcome more than a half of all businesses in 

every country of the European Union. Additionally, Europe seems to be the preferred 

localization for those family firms that have opted for internationalizing their operational 

activities. Indeed, the 88,6% of overall family-owned companies with international baggage 

carry out entrepreneurial activities in Europe (Corona & Del Sol, 2018). In fact, that 

indicates the attractiveness and the favorable conditions of the continent for investing and 

fostering international entrepreneurship.  

Juan Corona and Isabel del Sol (2018) managed to perform an accurate analysis of the 

family firms in Spain. In their research, they define family firms as the ‘spine’ of the 

Spanish economy. For instance, these authors stressed that these firms represent about 

the 90% of the productive system, the 60% of the GVA (Gross Value Added) and the 70% of 

the private employment. Assuming that the sample for the study is representative of the 

whole family firms in Spain, on average the age of the family firms figures around 30 years. 

Furthermore, 90% of these businesses develop their activities exclusively inside the 

country. The five main areas chosen by the family firms to develop their daily activities 

with their relative percentages among the rest are the following:  

- Mechanics and repair shops (31%) 

- Manufacturing industry (21,3%) 

- Construction industry (12,8%) 

- Hostelry, bar and restaurants (6,7%) 

- Transports and storage (5,9%) 

As a matter of fact, it should be stressed that the vast majority of the family firms in 

Spain are micro or small businesses.  
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Graph 1. Distribution of family firms per size in Spain 

 

* (Corona & Del Sol, 2018) 

Another remarkable indicator for highlighting the importance and the prominence of family 

firms in certain areas is the GVA:  

Table 1. Gross Value Added per Autonomous Community for family firms and nonfamily 

firms 

 

* (Corona & Del Sol, 2015) 

The previous table compile the GVA and its contribution per region and modality of firm. It 

indicates the accumulation of the value added in the production of good and services, that 

could increase in each productive process till achieving the final output. From this 
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perspective, the total VAG of family-owned firms is more than a half greater than the GVA 

of nonfamily firms in regions like Andalucía, Aragón, Baleares, C. Valenciana, Canarias, 

Castilla-La Mancha, Cataluña, Extremadura, Galicia, La Rioja and Murcia. Logically, in 

those regions with a clear prominence of foreign businesses, multinationals and nonfamily 

firms that conduct higher investments and thus obtaining unsurmountable production 

volumes, the GVA of nonfamily firms is greater than the GVA of family firms. This is the 

case of Madrid and País Vasco, for example. Nevertheless, as it was argued before, the 

distribution per business size refutes that great majority of family firms in Spain have a 

small or micro size.  

It should be emphasized the situation of Andalucía, where the importance and the 

prominence of family firms is unequivocal. As a matter of fact, the difference in GVA is 

about 18.507.248€ generated exclusively by family firms. 

 

Graph 2. Distribution of firms in Andalucía 

 

* (Corona & Del Sol, 2015) 

It seems that in Andalucía, the most visible and prominent modality of family firm is the 

family micro-sized firms. In this context, the size of micro is considered when the 

companies have less than 10 employees. In practice, some authors have historically agreed 

that this modality of business tend to accumulate traditional and conservative methods 

13719; 8% 14602; 9% 140334; 83%154936; 92%

Nonfamily firms Family firms Family firms with 10 employees or more Microfamily firms
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and routines, old-fashioned technological capital and fewer resources than modern and 

larger companies. However, other authors like Benito Hernández (2009) justified the 

likelihood of these companies to strengthen beneficial stages, like diversifying into 

controllable and manageable business units, accessing to valuable capital through strategic 

alliances and developing a successful adaptation to the economic environment. Anyhow, 

these micro-sized firms compose the most visible modality of business in Andalucía. Even 

so, it seems that those micro-firms which are family-owned submit better business figures 

than those which are not managed by a family:  

Graph 3. Employment in Andalucía by each type of firm 

 

* (Corona & Del Sol, 2015) 

In terms of employment, the importance of the contribution of family firms in Andalucía is 

then evident. Furthermore, it appears that the employment fostered by micro-sized family 

companies is quite high compared to the nonfamily ones. Without doubts, the participation 

of these firms in jobs and wealth creation is remarkable (A. Rojo Ramirez & Lorenzo 

Gómez, 2015). Based on economic-financial data, Lorenzo y Rojo (2015) extracted the 

following conclusions about the family-owned companies in Andalucía:  

• Family firms are likely to be smaller than nonfamily firms  

• 4/5 of overall firms are family-owned 

• Longevity of family firms is larger than any other type of firm  

• Well-established stability during the long run  

0 200000 400000 600000 800000 1000000

Rest of the firms

Micro-sized firms

Overall employment

TOTAL Family firms Nonfamily firms
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• Adaptation to the environment, even in times of crisis 

Needless to say, this field has a growing interest for researchers, students and investors, 

since family business is by far the most prevalent form of business, not only in Europe, but 

also in the world, and they have a formidable contribution in every country’s economy:  

Table 2. Classification based on family firm contribution to each field per country 

Field Spain Europe Worldwide 

Amount of firms     More than 2.5mill.     Around 17mill. 2/3 of the firms 

Turnover        70% of GDP     65% of GDP 70% - 90% of GDP 

Employment  9mill. Workers    45mill. Workers 50% - 80% of jobs 

* (Instituto de la Empresa Familiar - IEF, 2020) 
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3. Definition of Family Business 

Nowadays, there is a wide range of possible definitions concerning family business. Indeed, 

because of the relevance reflected by public institutions and different associations linked 

with family firms, many recognized authors tried to offer a faithful approach. In this 

context, Ernesto J. Poza (2010) extracted well established and prevailing features and 

properties of these companies which contribute to offer a clear-cut definition of the 

concept ‘family firm’: 

First of all, two or members of the family must to be in possession of around a 15 or a 20 

percent or of the shares. Logically, the greater the amount of shares the better would be 

the control of the whole company. Actually, it also depends on the organization’s size, the 

country, and whether it is publicly or privately held, being a 50 percent voting stake (even 

more when the firm is not listed in the stock market) and 10 percent respectively the 

recommended minimum percentages in order to develop a sustainable corporate control. 

Furthermore, family members must denote a strategic influence within the organization. In 

this case, they must show an indispensable proactive attitude in the management on the 

firm, serving as board members, active shareholders or dynamic managers. In this context, 

family firms can keep diverse governance structures. Thus, there could exist corporations 

with an astonishing presence of family members in possession of voting rights and an active 

board involvement, whereas there could be companies with family individuals in top 

managerial positions enforcing the basis of the decision-making process and shaping the 

business culture. Another considerable fact is that it should be a certain concern for family 

relationships. If family individuals do not get along or they face internal problems, it could 

detriment the day-to-day business activities.  

Last but not least, there must exist a willingness of continuity across future generations. In 

point of fact, family firms are conceived once the founder-controlled firm has achieved an 

efficient succession to the next generation. In other words, the constitution and the 

management of the firm is not limited to a founding step. This transgenerational outlook 

points out the divergence among the rest of companies(Corona, 2011; James J. Chrisman, 

2003; M. Katiuska Cabrera-Suárez, Petra de Saá-Pérez, 2001; Neubauer et al., 1999; 

Zellweger, 2017). Furthermore, planification of succession consists on a fundamental 

strategic decision so as to ensure the firm’s continuity and therefore its survival. The 

succession process turns out to be a quite complex and challenging procedure but 

compulsory in terms of continuity. This topic will be explained thoroughly in further 

sections. 
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Finally, given a shared definition about what family firms are and their main 

characteristics, it is strongly important to specify which are the influential bodies who 

make these types of firms converge on an identifiable and aligned institution aimed at 

achieving specific goals. In fact, this structured provided by Ernesto J. Poza (2010) prevails 

and it is widely accepted at family firm literature. 

‘‘Family businesses have a potential competitive advantage. They are dynamic and yet 

they take the long-term view - whilst they can make decisions and act quickly, they are 

also able to plan for the future without being pressured into looking for a quick fix’’ 

(Deloitte, 2014). 

3.1. Differences between family firms and nonfamily firms 

According to relevant economic data such as estimated contribution to GDP, employment, 

singular scope and number of firms operating worldwide with a quantity unreachable by 

another types of organizations, the influence of these firms generates a necessity to 

denote their heterogeneity. From this perspective, it seems to be compulsory to 

differentiate those family firms from nonfamily ones, even more if they are proliferating 

and growing among the years. Family firms have a specific configuration which results in a 

complex structure. Attaining the objective of giving a first approach regarding the 

particularity of these firms, some special features and characteristics have been 

extracted: 

Table 3. Characteristics of family body and business stage 

            FAMILY STATEMENT      BUSINESS ENVIRONMENT 

• Informal relations • Formal relations 

• Sustainability  • Reach the objectives 

• Stable performance • Variable performance 

• Changing functions along 

the time 

• Functions tend to be stable 

and programmed  

• Emotion-based • Rational-based 

• Self-identity • Well-defined competences 

• Equality in resources 

distribution 

• Differences in resources 

distribution 
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* (Rus Rufino & Trevinyo-Rodríguez, 2007) 

 

ATREVIA, a family firm focused in the consulting field, and ‘Cátedra de Empresa Familiar’ 

from IESE Business School carried out an in-depth-analysis that yields the shared 

characteristics of family businesses. Statistical figures in this valuable research are based 

on the answers from more than 30 interviews and around 3000 recipients from business 

located in Latino América, Portugal and, of course, Spain with the support of really well-

known companies such as Freixenet, Group Osborne and Group Pascual. Majority of the 

firms interviewed agree the hypothesis that the fact of being a family-owned business 

reports beneficial situation comparing to nonfamily firms. 83,8% of interviewees admit that 

become part of a family business has a positive influence in their reputation.  

Graph 4. Different aspects affecting the family firm 

 

* (IESE & ATREVIA, 2016)  

Indeed, family firms share certain specific qualities and attributes. Unquestionably, they 

present differences with respect the rest of the firms in terms of goals, structures and 

governance. The following sections will focused in the study on the complex environment 

and organizational structures family firms deal with, justifying the necessity to stablish a 

proper governance body enhancing the control and the safeguard of family interests. 
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3.2. Organizational structure 

Around forty years ago, there was not precise information in the literature regarding all 

interest groups located in family business system. In fact, there was a conventional scheme 

based on two circles overlapped known as the two-circle framework. 

Figure 2. Two-circle model 

 

* Own resource based on the ancient concept regarding structures of family businesses 

On the one hand, the assumed logic of family system is based on traditional aspects, an 

emotional and irrational based-vision. Thereupon, ‘family’ was linked with ‘nepotism’. It 

was characterized by long-term vision and nonfinancial values. On the contrary, firm logic 

was related with the actualizations, renewal and a rational-based vision. Meritocracy was 

spotted. They had a short-term perspective and they only follow financial goals.  

Despite this model admits an alignment between family and business goals and interests, it 

was not accurate enough. In 1978, Tagiuri and Davis managed to provide a representative 

framework so as to define and to clarify all the interest groups presented at the family 

firms which could not be understandable using the previous one. In fact, they created a 

more meticulous system called the three-circle model: 
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Figure 3. Three-circle model 

 

* (Tagiuri & Davis, 1996) 

 

This clear-cut framework reflects precisely the different statements and agents localized 

in this type of enterprises.  

1) Family: Family members who are not involved in the company but partners, 

descendants and spouses of the owners. 

2) Ownership: Shareholders who are neither family nor managers. 

3) Business: Managers who are neither family nor shareholders. 

4) Family and Ownership: Family members who have shares but they are not involved 

in management. 

5) Ownership and Business: Non-family managers holding shares. 

6) Family and Business: Family members involved in management without shares.  

7) Family, Ownership and Business: Family managers holding shares.  

In this context, all groups are equally fair and they have different perspectives and 

interests. Family, ownership and business management are three interconnected systems 

(Joan M. Amat, Jon I. Martínez, Juan Roure, 2008: p.35). Then, it is compulsory the 

development of fluent communication between all the interest parts. Unlike it happens in 
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nonfamily firms, it must be taken into account a particular category: the family. This 

group presents different levels of integration according with their role, interests and tasks. 

According to this, it makes sense that governance of family businesses would be certainly 

divergent from the rest of firms. Complexity in family firms is in part occurred because of 

the multiple structures they can present.  This wide range of possible structures obviously 

is not perceived in nonfamily firms. 

3.3. Governance and control 

As a consequence of the wide variety of business structures, family firms commonly will 

present certain governance bodies in order to ensure the well-being of the company and 

the correct achievement of family objectives. That means that these bodies will control 

the general guidance of the company based on the goals established by the family 

members. Of course, governance is focused in the long-term stability, analyzing resources 

and capabilities and developing an efficient communication between family agents. 

Furthermore, it makes sense that members who retain an important part of the power and 

the property will want to take part in the generation of the business strategy. Control 

consists on monitoring, verifying and correcting the development of the management on 

the basis of the clarified objectives. Neubauer et al (1999) suggested two concepts whose 

connexon is directly linked to the definition of governance in family firms: viability and 

legitimacy.  

Firstly, the term viability makes reference to the desired long-term sustainability. As 

exposed before, family firms are seeking for required profitability in the future, not in the 

short run. This fact is evident characteristic in these companies. Of course, it must be 

taken into account the second term legitimacy which turns out to be quite complex. 

Basically, this term refers to the societal acceptance, which implies the compliance with 

the rules established and predefined (Neubauer et al., 1999). Due to the fact that family 

firms tend to have a structure in which numerous agents act with own interest (See three-

circle model), the importance of the implementation of a prevailing governance is totally 

necessary. Unless this governance would take care about the own business performance in 

topics such as normative and legal aspects or economic sustainability and family self-

awareness, conflicts of interests, agency costs and business performance will end in 

failures and erratic conducts. 
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Figure 4. Model of Governance in family 

           

* Family governance structure (Poza, 2010) 

3.3.1. Board of Directors 

Their main function is to control the management of the business. Poza (2010) managed to 

summarize the main responsibilities: 

- Review financial status 

- Debate the viability of the strategy 

- Look out for interests of shareholders since they provide the investing capital  

- Take care about the long-term commitment  

- Control possible conflicts between stakeholders, ensure an ethical vision and 

apply efficient internal controls 

- Selection of new board members 

- Planning the succession process clarifying business roles 

Depending on the country and its culture, the board of directors’ characteristics may 

differ. In this sense, in United States publicly-listed companies tend to have an active and 

external board whereas in Asian countries like Japan the presence of the board is merely 

‘ceremonial’ and composed by internal appointments (Charkham, 1995). In practice, this 

board distinguish family and nonfamily members. Logically, the more family members the 

better is the control of the company. The time pass and thus new generations join the 

business with their beliefs and visions. To avoid the divergences and to encourage the right 

decisions regarding management viability, family members need to organize and make 

decisions during meetings (Board of Directors and Family Council - KPMG Global, 2020). 
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In 2014, there was conducted a survey by Russel Reynold Associates which obtained 

answers from the 400 of largest family firms in Europe. This research reached the following 

conclusions: 

Graphic 5. Board composition of family companies in Europe 

 

 * (Russell Reynolds Associates, 2014) 

On average, it might be stressed that, in European family companies, a half of the boards 

are composed by family members. Of course, it means that they will pursue an active and 

important paper when reaching agreements. Also, on average there is only a 27% of 

independent directors and then a strengthen decision-making power by family part. 

 

3.3.2. Family Council 

As can be seen, this group will be composed by family members and it is an exclusive 

element of family firms, that is particularly focused on ownership and family problems. By 

all means, the main objective is to clarify the rules and the specifications granting the 

family status and safeguarding. Main functions are the following (Chris Eckrich, 2017; Poza, 

2010): 

- Alignment between business and family members attitudes 

- Philanthropic initiatives 

- Family development and education in terms of business family roles 
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- Establishment of main purposes, collective goals, set of rules and code of 

conducts 

- Efficient communication exercises and problem solving among family 

discrepancies 

- Encouragement of building leadership capabilities  

- Decision of relevant topics such as generational transition, estate planning, 

management succession, policies or legal documents, state of the business, 

among others. 

 

3.3.3. Top Management  

Family and nonfamily members on top-management positions take relevant decisions which 

affect directly to the profitability. From this perspective, the correct guidance could 

determine an optimal performance. Under those circumstances, even if there are presence 

of high-skilled nonfamiliar top directives, they will act aligned by the general interest and 

goals proposed by the board of directors. Corporations should implement managerial 

incentives together with a faithfully monitoring by the board of directors to ensure the 

proper corporate governance (Edward J Zajac, 1994). To emphasize, in family firms this 

task turns out to be even more complex and significant that the rest of firms since issues 

requiring deliberation and verification of decision making should be interpreted and 

approved by correspondent bodies or agents like family, family councils, board meetings, 

among others (Poza, 2010). On top of that, the presence of family in top management 

positions would support the governance and the family’s control of the firm. 
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4. Family firm: A resource-based perspective 

Several factors must be taken into account so as to achieve success in any business 

strategy. Firstly, the strategy needs to be consistent and coherent with resources and 

capabilities. But the triumph does not only depend on internal factors, firms must detect 

those potential external factors affecting the performance thanks to a precise market 

analysis accompanied with an advanced planification which could control possible 

deviations and pursue the correct direction. However, in practice this turns out to be 

really complex because of the changing and turbulent environment. Definitely, the design 

of the strategy is by far one of the most relevant aspects of every competitive firm.  

Taking into account the peculiar structure of family firms explained in previous sections, 

they will present some attitudes, values, solid cultures and even a different strategic 

planification compared to the rest of the firms. Of course, every family business is unique 

in terms of internal structure, capacity, market orientation, among others. Indeed, family 

firms need to fulfill an adjustment during the implementation of the strategy because of 

the potential presence of family members in the property as well as in the management 

(See three-circle model). This happens because family, ownership and business 

management are three interconnected system (Joan M. Amat, Jon I. Martínez, Juan Roure, 

2008: p.35). From this context, prior authors agree that they share a remarkable 

competitive advantage based on the imminent connection between control system and the 

guidance and management of the company, prioritizing benefits and survival before than 

an excessive growth and financial assets. Corona (2011) managed to summarize their key 

factors referring to beneficial resources and capabilities, as well as their inherent 

weaknesses: 
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Table 4. Advantages and disadvantages of family firms 

 

ADVANTAGEOUS 

 

DISADVANTAGEOUS 

 

Commitment with the organization and 

reduction of agency costs. 

Problems regarding the accumulation of 

intangible assets (Technology, brand image 

and coalified human resources) 

Long-term orientation and continuity Financial difficulties and preference to SEW 

Family integration and culture based on the 

self-confidence 

Wide range of organizational structures, 

acquiring huge complexity 

Reputation and loyalty to suppliers and clients Fear of changes 

Strong leadership  

Loyalty of employees and stakeholders  

Flexible organization  

Consolidation in the domestic market  

* (Corona, 2011) 

 

Family firms constitute the more extended kind of business worldwide (See Relevance of 

family firms worldwide: Economic figures). Then, their proliferation among the different 

markets entails the development of determined planification and direction accompanied 

by certain set of specific resources and capabilities giving rise to the fact that it is already 

studied by many authors who try to detect which are the key factors that make these 

businesses such successful nowadays. In addition, they are composed by specific and 

certain resources because of the interaction between ‘family’ and ‘business’ which bring 

about a recognized concept: familiness.  
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4.1. The family as a resource-provider: Familiness 

As a consequence of the tremendous growth of family business worldwide, researches and 

authors are investigating those factors that allow family firms to achieve such an active 

presence in every country’s economy. It has been argued previously that family firms are 

likely to retain concrete and determined resources and capabilities and develop 

competitive advantages. Then, it is compulsory to study these firms separate from the rest 

of nonfamily companies and to emphasize their heterogeneity. In this sense, some experts 

have reached a concept really interesting and necessary to explain the potential success. 

This concept has been called ‘familiness’. This exclusive element is closely linked to the 

family involvement in the firm and its impact through the organizations in which they are 

part from. In other words, familiness refers to the activities and interactions carried out by 

the family in these businesses which enhance unique resources and capabilities. First 

approximation to a faithful definition was announced by Habbershon and Williams (1999), 

describing the concept as the unique bundle of resources a firm has due to the interaction 

between business and family. Further on, some authors referred to this familiness as the 

resources and capabilities obtained thanks to family’s relations and interactions (Chrisman 

et al, 2003) At this point, the level of integration and effects of familiness in each firm 

must be analyzed individually since they differ depending on the company. Regarding 

recent studies, three approaches have been recognized: involvement, essence and 

identity. 

Involvement approach is related to the consolidated presence of the family in the firm. 

Chrisman et al. (2005) determined that the involvement condition involves the presence on 

family in the ownership, management and control of the firm. Nevertheless, apart from 

the fact that it is crucial the presence of family so as to consider a business as ‘familiar’, 

this definition could be insufficient if it is required further explanations about how could 

the family develop synergies and thus competitive advantages. Indeed, despite the fact of 

being a primordial condition to define and standardize companies as family businesses, is 

not sufficient to determine a concrete theory that could justify the existence of 

familiness. For this purpose, it is necessary two further approaches.  

The second approach is called the essence, that needs to be accomplished along with the 

family involvement. There must exist a willingness to implement certain conducts and 

behavior. Chua et al. (1999) describe the essence as the ‘vision, intention and behavior’ of 

people who own and manage the business. This behavior will contribute to obtain potential 

resources and capabilities, and consequently, competitive advantages. Transgenerational 
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outlook as well as long-term vision are the main purposes for those firms. Hence, effective 

control mechanisms would allow the family to settle their influence and the well-being of 

the own firm (Sirmon et al., 2008). If family remains the control of the company while they 

retain this future-based vision, they will probably fulfill social and personal commitment 

which will allow to ensure the welfare and the prosperity.  

Entrepreneurship literature has demonstrated that it is necessary an extension to go 

further the determination of the familiness and its relationship with the competitive 

advantages of family firms. The third approach ‘identity’ is straight associated with shared 

values and beliefs. Albert and Whetten (1985) gave an initial approximation to identity 

perspective. They defined organizational identity as a set of statements which employees 

perceive to be central and unequivocal.  

 

 

Figure 5. Division of the organizational identity 

  

* (Albert, S., & Whetten, 1985; Lin, 2004) 

 

By defining the organizational identity, a fundamental base is established and it will 

influence the decision making process (Albert, S., & Whetten, 1985). In fact, identity will 

provide meaning and certain conducts because of the understanding of main purposes, 
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processes and even culture. From this perspective, identity can be seen as the next step 

after the involvement and essence. In conclusion, organizational members will develop a 

shared vision of the processes required, conducts and, of course, the culture. This 

understanding and shared vision will contribute to the generation of specific behavior, the 

strategy making process and the management of the change (Ravasi & Schultz, 2006). 

If the culture is commonly shared among members within an organization, that means that 

values, beliefs and goals are accepted, so employees will pursue the objectives planned 

with the most desired attitudes. ‘‘An employee who has been properly socialized to the 

organization’s culture, then, has learned how work is done, what matters, and which work-

related behaviors and perspectives are or are not acceptable and desirable. In most cases, 

this involves input from many individuals’’ (DeCenzo et al., 2009 p.187). The correct 

combination of involvement, essence and identity approaches arising from positive 

familiness explains the proclivity of family firms to generate competitive advantages 

(Barnett et al., 2009) 

Regarding ATREVIA and IESE Business school research, around the 90% of the family 

companies interviewed affirm family values are reflected in corporate values. The study 

reflects the overall satisfaction and the high level of alignment of employees to the values 

and beliefs which are established by the culture. Besides, another fundamental step is the 

communication in order to enforce the relationship between identity and values. Of 

course, values need to be transferred and communicated to the rest of workers so as to 

ensure the correct comprehension and assimilation. Then, these workers need to put it in 

practice in their daily routines. The following graph shows the influence of the values 

among different areas:  
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Graph 6. Different fields which are influenced by family values 

  

* (IESE & ATREVIA, 2016)  

In the same way, 95% of interviewees concluded that family businesses have a greater 

relationship and greater commitment to their employees than non-family companies. 

Furthermore, culture should not be limited to an internal perspective. Business brand and 

its culture will also contribute to the loyalty and acceptance of the stakeholders. Statistics 

defend that they are more likely to differentiate those companies which pursue 

determined performance headed by strong values and convictions. In point of fact, 83.8% 

of respondents affirm that being a family company favors the general reputation of the 

company. The 87.5% say that family strengthens the image of the company to the customer 

and the final consumer. Family also should take a participative attitude while developing 

the strategy. From this point, structures with a clear presence of family members in 

sections where they could take part in the development of the decision-making process 

will allow to ‘personify’ the business and will led to configurate the familiness also in an 

external resource.  

To sum up, values and beliefs shared which are given and oriented by the family’s culture 

culminates in family-based brand identity. This fact must be seen as a competitive 

advantage produced by the familiness because it is detected only in family businesses plus 

it is clearly beneficial for the reason that it will report wealth growth and long-term 
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profitability and stability. On top of that, culture should not be limited to an internal 

perspective. Business brand and its culture will also contribute to the loyalty and 

acceptance of the stakeholders. In other words, familiness can be seen with a resource-

based view perspective: 

Table 5. How familiness affect internal and external individuals, and its inherent 

benefits 

Familiness  Advantages 

Behavior of 

Family members 

 

• Individual well-accepted performance 

• Higher cohesion, same point of view, strategic 

consensus high-quality decision-making process 

• Possibility to capitalize on family’s connection acquiring 

specific resources or developing certain competitive 

strategies   

Behaviour of  

Nonfamily members 

• Willingness to contribution 

• Greater and efficient participation in decision making  

• Alignment of interests of different groups within the 

organization 

• Limited agency costs 

External benefits • Unique branding chances 

• Acknowledgment of consumers and widespread 

acceptance 

• Inimitability  

• Loyalty, fairness and respect of multiple stakeholders 

and interest groups such as suppliers, investors and 

clients 

• Raise money, attract targets and retain customers 

• Exploitation of social capital 

*  (Zellweger et al., 2010: p.59) 

The framework defines which are the key advantages generated by familiness throughout 

family firms and its external benefits. Nevertheless, different areas must be unbiased 

analyzed so as to demonstrate the condition of ‘family’ as a resource provider. On this 

way, several authors offered different approaches regarding capital and resources obtained 
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by this familiness. Sirmon and Hitt (2003), for example, determined the following: human 

capital, social capital, survivability capital and patient capital, and governance structures. 

Table 6. Types of capital within family firms 

 

*(Heidrich et al., 2016) 

 

Each author had detected different types of capital and resources based on their own 

investigations. Moreover, in order to fulfill an objective analysis and to integrate as much 

connotations as possible with the most actualized data, it can be stressed that the capital 

provided as a result of familiness could be grouped in the following fields: Financial 

capital, human capital, social capital, physical capital and reputation (Zellweger, 2017) 

4.1.1. Financial Capital 

A main characteristic of family firms is their long-term vision. For instance, they do not 

focus exclusively on fast growing. In contrast, they commonly prefer loyal and patient 

capital. Moreover, mechanism controls and the own willingness of family shareholders 

retaining voting rights and the overall control of their business affect family members 

feeling reluctant to new capital partners. Moreover, family members will be willing to 

provide capital at lower market rates of returns in exchange for socioemotional advantages 

like the continuity and long-term stability and family investors will wait for longer periods 

in order to be paid back (Zellweger, 2017). 
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Unfortunately, the capital that can be provided by the family is limited and its powerful 

position in the ownership which ensures the general control makes difficult the entry of 

new investors and thus it affects directly the future financial performance. In other words, 

they are unwilling to opt for high return because of the undiversified ownership position. 

Despite the fact that family firms are more likely to put the eye on risk aversive 

operations, sometimes certain situations turn out to have a notable risk and, at this point, 

family firms commonly prefer to accept that risk if they continue retaining the control of 

the overall company (Morck & Yeung, 2003). Indeed, at certain circumstances, family firms 

have to choose between financial growth and socioemotional wealth (SEW), and 

investigations have reached the conclusion that family firms find more reasonable to 

accept those options with a SEW perspective. Socioemotional considerations are mainly 

accepted among family firms than purely financial goals (Gómez-Mejía et al., 2007).  

To sum up, familiness provides some advantages in the financial field such as patient and 

loyal capital that leads to a long-term stability and a certain consolidation, fact refuted by 

the economic figures (See Relevance of family firms worldwide: Economic figures).. 

4.1.2. Human Capital 

The human capital involves all personal features such as unique abilities, skills, knowledge 

and capabilities. Family firms are likely to transfer not only assets and the own ‘know-how’ 

but also the mindset and unique entrepreneurial mindset and related capabilities 

(Tharawat Magazine, 2012). 

In addition, it is supposed that family firms will retain high-level employees under certain 

conditions. These conditions are related to the culture. As it was argued before, in family 

firms this culture is really important to ensure family goals and the long-term vision, as 

well as the employees long-standing partnership. Of course, these firms could retain 

potential human capital thanks to the alignment of the high-quality employees with the 

company. Besides, family members could be considered as a powerful human capital. Their 

implication among their firms is without doubts greater than the rest of employees. After 

all, they need to demonstrate an exemplary behavior and performance that could 

constitute as a point of reference. Then, their involvement is traduced in an excellent 

working conduct, widely implication, continual research of improvements and a 

generalized commitment.  

Nevertheless, at some points, family firms difficult the entry of new well-prepared 

potential employees because its exclusive succession, limited professional growth and 
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capital participation (Hitt & Sirmon, 2003). Furthermore, in case of nepotism because of 

the altruism when specific family members develop certain jobs in the company because 

their ‘family condition’, external and internal employees could detect a kind of barrier to 

enter and to apply for certain jobs, minimizing their possibilities of growth and making less 

attractive the fact of becoming part of the enterprise. Family firms need to take into 

account these challenges in order to avoid the decrease of necessary human capital.  

4.1.3. Physical Capital 

As a counterpart, this field entails fixed assets and tangible resources within the 

organizations such as computers, machinery, plant, equipment, inventories and even the 

location. This last source could be really useful because depending on the placement the 

business is located; costs could be fewer and production facilities may appear as a 

consequence of the availability of raw materials and other factors. In fact, these resources 

tend to be difficult to imitate and to replicate by other companies, so they have to be 

seen as inherent competitive advantages.  

As long as family firms survive during generations, the probability to acquire certain 

location-based resources are really high. Taking into account that family businesses are 

willing to ensure the long-term sustainability, physical capital turn out to be a valuable 

strength. Despite the fact that environmental, legal and economic conditions change 

through time; location-based resources like machinery and capacity are hard to replicate 

(Zellweger, 2017) 

4.1.4. Social Capital 

As it was argued in previous paragraphs, familiness caused by the presence of family in the 

business environment will lead to esteemed resources and favorable conditions. Indeed, 

family firms are more likely to generate social capital rather than nonfamily businesses. 

Social capital is recognized as ‘‘the sum of the actual and potential resources embedded 

within, available through, and derived from the network of relationships possessed by an 

individual or social unit’’(Nahapiet, J. & Ghoshal, 1998). In this sense, social capital 

involves all the resources obtained as a consequence of the networks and the relations 

stablished within the business. In other words, it will influence all the activities carried out 

in the business such as relations with suppliers, product confection, resources exchanged, 

intellectual learning, among others (Nahapiet, J. & Ghoshal, 1998). Social capital is 

composed by three dimensions: the structural, the cognitive and the relational.  
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Basically, structural dimension refers to network lines and social interactions the family 

firm already has. In fact, it is closely linked with the capacity of certain members to retain 

relations with suppliers or clients for example. This relations and ties are easy to transfer 

between groups (Coleman, 1988).This situation is truly important since it is strongly 

associated with the long-term stability and their public image. For instance, when 

succession has been taken place, the sons, siblings or cousins of the founder or the 

previous owner could obtain the contact of substantially relevant agents and the operating 

guideline to make interactions with them whilst these suppliers and clients could keep 

developing the relations with the firm. That is one of the reasons why the preparation of 

an appropriate succession plan turns out to be a key factor to remain competitive. 

Secondly, the cognitive dimension makes reference to the identification of the obligations, 

culture and the shared vision of the company. This shared vision leads to a kind of ‘bonding 

mechanism’ which permits a better communication between the different agents and an 

integrated business scope (Tsai & Ghoshal, 1998). In point of fact, the assimilation as well 

as the internalization of the business culture in each employee result in a better 

commitment and hence in the achievement of the overall business strategy.  

Last but not least, the relational dimensions justify the generation of useful resources by 

the personal relationship between the members of an organization which includes the 

trust, attachment of rules and obligations, identification and cooperation. All these 

dimensions are important in order to explain synergies between family members 

themselves and their ties with their stakeholders (Hitt and Sirmon, 2003). In the same way, 

the energy and the efficacy of the relations could be deteriorated and less valuable along 

time because of many factors. In this case, even more in volatile stages, family firms may 

consider other ties or other agents to make relations with rather than remain stuck in the 

same ones. Summing up, social capital is essential resource exclusively of family firms 

arising in competitive advantages but it need to be measured and controlled because, 

despite the fact it can contribute to a potential success at the beginning, in the long run 

could affect the progress of family firms when renovation in certain networks are needed 

in order to improve the performance (Zellweger, 2017). 

4.1.5. Reputation 

Without doubts, the fact of recognizing a company as family firm is a distinguishing feature 

among these companies. Of course, this provides loyalty, credibility and a sense of trust 

which cannot be replicated. From this context, reputation of family firms will affect to 

stakeholders’ decisions and their opinion of the company and hence they are likely to 
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spread this sense of trust to referrals. This favorable corporate image will foster notorious 

customer loyalty, but it does not only imply loyalty from customer side because suppliers, 

raw materials providers, internal and potential employees, shareholders and several 

institutions could also be attracted by this eminent reputation. In the inform about ‘How 

does the fact of being part of a family firm affect five different fields’ (IESE & ATRVIA, 

2016) it must be note that the 83,8% of the interview agreed that the designation of 

‘family firm’ shapes the status of the firm in the society, and the 87,5% believe that the 

family directly influences the empowerment of this reputation. Socioemotional wealth and 

social identity contribute to generate this capital. 

In conclusion, it is accepted that family firms seem to achieve corporate reputation with 

ethical practices and commitment, so this could end in the obtention of competitive 

advantages and it lastly impacts on positive performance (Habbershon & Williams, 1999). 

Kashmiri and Mahajan (2010) verify this positive performance arguing the intention of 

family members to safeguard the well-being and the image of their own company as they 

thereby confirm the importance of loyalty and sense of trust provided. Besides, these 

authors assert that they are likely to retain better corporate citizenship and they take into 

consideration customers desires and ‘voices’, which results in the encouragement of this 

reputation among stakeholders.  

 

4.2. Socioemotional wealth perspective 

In contrast of the tendency theorized in family firms’ literature, Gomez-Mejía and other 

researches carried out an investigation titled ‘Socioemotional Wealth and Business Risks in 

Family-Controlled Firms: Evidence from Spanish Olive Oil Mills’ in 2007. To sum up, 

contrary to expectations which determine risk-aversion decisions at unclear stages, this 

research demonstrated that family is able to apply risky decisions to ensure and preserve 

the SEW. Indeed, these authors demonstrated that family oil firms seemed that they 

preferred to remain independent before joining in any cooperative or association even it 

was known that the junction was undoubtedly advantageous because of the potential 

benefits and low risk perceived. Furthermore, Debicki and other authors (2016) managed 

to summarize the SEW into three dimensions: family prominence, family continuity and 

family enrichment. 

First of all, the family prominence makes reference to the recognition of the firm on the 

part of the members which compose the community. This acceptance is achieved by the 
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execution of policies, measures and actions with high potential to benefit the family in this 

field. Moreover, family firms with SEW vision are likely to carry out their business activities 

with a honest and ethical vision in order to ensure the reputation and the acceptance by 

the community.  

On the other part, the dimension of family continuity is linked with desire of long-term 

stability and survival which characterize family firms. Therefore, the family’s dynasty is 

preserved and, for this purpose, family values must be perceived in all the organization. 

This will permit that all the members work as a unit and it will encourage an alignment of 

the overall interests. The justification of this desired continuity is presented in the 

planification of the succession process and the intention of training younger generations so 

that they could bolster the management of the firm in the future.  

Lastly, the family enrichment takes into consideration external family members. This 

dimension considers business enhancement throughout entrepreneurial opportunities. In 

this sense, there should exist a harmony and emotional stability with family ties not 

involved in the business. This dimension measures in what extent do family members in the 

firm take certain business-related decisions at the expense of family bonds relations. The 

theory justifies that, in favor of better family well-being and harmony, risky financial 

decisions will not be taken despite potential growth. Instead of this, it is demonstrated 

that family prefers a gradual and stable growth.   

Then, SEW has a clear strong conceptual base and certainly, if this SEW is perceived in the 

organizations, could trigger a decrease in agency costs even if it is at the expense of the 

rise of financial costs (Berrone et al., 2012). Zellweger (2017) argued that less monitoring 

was needed due to incremental subtle changes as well as an evident examination of 

aspirational outcomes taking into account the actual ones. From this context, it can be 

justified the family firm trends to the long-term stability rather than an excessive growth. 

It should be admitted then that financial capital is biased by a SEW perspective 

 

4.3. Alignment of interests and agency perspective 

Equally important is the context where family members and nonfamily members carry out 

their daily activities and relations. As a matter of fact, family firms differ from the rest at 

the degree in which goals and overall interest are linked and aligned. This situation affects 

the own firm performance, then it must be analyzed in order to extract main findings and 

to determine how family influences this alignment. Actually, every organization has a wide 
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range of employees located in different areas with independent desires, beliefs and 

interests prompting the appearance of agency costs because of unpredictable managerial 

opportunistic behaviors. 

As a matter of fact, managers (agents) are in charge of the decision-making process and 

the planification of strategies. In general, their decisions could diverge from taken-for-

granted decisions that owners (principals) would implement in favor of their interests. 

That is to say, it seems that managers are not as diligent in seeking of owners interests as 

owners are (Jensen & Meckling, 1976). It should be emphasized that potential conflicts 

arising from the misalignment of interests are likely to be presented with more probability 

in those nonfamily firms than family ones. Theoretically, agency costs are caused by two 

reasons: divergent interests and asymmetric information (James J. Christman, Jess H. 

Chua, 2004).  

Authors reached the idea that, in my family firms, there are less divergent interest (James 

J. Christman, Jess H. Chua, 2004; Jensen & Meckling, 1976; Poza, 2010; Zellweger, 2017). 

Nevertheless, it can occur problems due to an asymmetry in the information. This 

asymmetry are classified into two categories: adverse selection and moral hazard (James 

J. Christman, Jess H. Chua, 2004). Fama (1980) described the situation where potential 

candidates or agents could hide determined information about themselves for the sake of 

pre-contractual opportunism (Fama, 1980). The adverse selection happens when the 

principal materialize a contract with an agent who turn out to be unqualified or unsuitable 

for the tasks planned and expected to develop (Karra et al., 2006). On the other hand, 

Alchian & Woodward (1988) referred to the concept moral hazard the statement where 

employees cannot be counted on to carry out conducts that they confirm they would 

develop, and this failure must be seen in prices and contractual arrangements. It can be 

taken, for example, the situation in which the worker is not already satisfied with his 

salary and hence he decides voluntarily to reduce his performance to materialize his 

discontent.  

In practice, as it was exposed in previous sections (see Social Capital, Human Capital and 

Reputation), potential candidates and current employees are unequivocally socialized and 

they feel integrated and influenced by family’s culture. Then, this favorable stage permits 

the encouragement of positive synergies between directives, who are integrated and 

aligned, and owners. Furthermore, there exist control mechanisms so as to ensure the 

viability and stability of the company (See Governance and control). All in all, cooperation 

between the agent and principal within organization structure will reduce the agency 
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conflicts and allow powerful blockholders to monitor managers (Zellweger, 2017). From 

this point of view, in order to facilitate the alignment of the interests, family should have 

a significant amount of voting rights and not be limited at the minimum. Whereas, it seems 

that presence of family in top management positions could improve the control and a 

better adjustment of overall interests.  

Graph 7. Does in the family-owned company exist identifiable and shared values? 

 

* (IESE & ATRVIA, 2016) 
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Graph 8. Do family values reflect the corporate values? 

 

* (IESE & ATREVIA, 2016) 

 

Graph 9. Percentage of firms whose employees accept the values and share the main 

purposes 

 

* (PwC, 2018)  
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4.4. Transgenerational outlook and continuity: The succession 

As exposed above, family firms are likely to seek the long-term stability and continuity 

through sequential generations. Then, it is necessary to transfer the control to potential 

successors. Transgenerational outlook turns out to be a unique feature of family control 

(James J. Chrisman, 2003). Then, it is compulsory the development of succession processes 

in order to achieve transgenerational continuity. This unique and challenging process is 

already studied and analyzed by a wide range of important researchers since it is 

considered the key factor which allow family firms survival. Trevinyo (2010) refers to the 

succession as the process in which the ownership and the management of the company is 

transferred to the next generation. Indeed, this is traduced in a quite complex process 

that requires huge elaborated planification (e.g. M. Katiuska Cabrera-Suárez, Petra de Saá-

Pérez, 2001; Poza, 2010; Trevinyo-Rodríguez, 2010; Zellweger, 2017; Corona, 2011). For 

instance, succession process might be essential in terms of ensuring distinctive resources 

and capabilities that constitute the base of evident competitive advantage (Cabrera-Suárez 

et al, 2001). Habbershon and Williams (1999), pioneers of creating the concept ‘familiness’ 

(see Familiness), argued that legal predecessors come with a valuable and important tacit 

knowledge. This knowledge needs to be seen as a powerful tool engaging competitive 

advantages and family’s performance. Therefore, a succession plan must be concluded 

before the succession happens: 
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Graph 10. Percentage of firms that has already planned their succession 

 

* (Russell Reynolds Associates, 2014) 

 

In this sense, in order to study the planification of the succession two agents might be 

spotted: the predecessor, which can be the firm founder or predecessors (successors of the 

firm founder), and the successors of the next generation. Meanwhile, for the sake of 

success in this process, both generations must present a jointly evolution to foster a 

efficient planification (C. Handler, 1989). From this perspective, Handler and many prior 

authors defended the mutual adjustment in which both parts need to reach a sense of 

commitment and implication.  

On the part of the founder, it should be stressed that perceives the succession with 

emotional baggage (Corona, 2011). Furthermore, the decision to perform the succession is 

in their ‘own hands’. Therefore, founders should decide if firm will continue their business 

activities or not. Indeed, this decision is challenging as its planification consist in verify the 

‘status quo’ and the viability in the present as well as future profitability. Ultimately, 

there should exist family candidates willing to run the business. Then, instead of facing the 

total retirement of the company, founders have the possibility of perceive the 

revitalization of his founded company (Danco, 1992) and even they could continue 
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interacting with the firm and the next generation as a advisers. Without a shadow of 

doubt, predecessors will transfer all the important knowledge concerning the business, as 

well as useful networks and useful tools applied. After this point, when the succession 

process is finished, the figure of the founder could result in two reliable and influential 

sources: ambassador and governor. Thus, the ambassador is related to the advisory 

capacity of the previous owner to give solutions for current uncertain situations. Without 

doubts, it should be seen as a competitive advantage since because managers take 

advantage of this helpful knowledge and expertise while simultaneously empower the 

reputation firm and its public image since they will be giving a corporate identity of 

continuity and reliability (Corona, 2011). Additionally, the governor can be seen as well as 

a statement of antecessors in which they remain in the organization carrying out another 

activities which allow them to perceive a sense of utility (Corona, 2011) and hence 

generating, as well as in the case of the ambassador position, a solid corporate image 

characterized by a continuity intention. Besides, it must be taken into account 

incumbents’ perspective. Indeed, successors could differ in terms of academic and 

business knowledge, and also degree of commitment. It could exist successor that have a 

high-level qualification but with a low interest to become part of the business. In contrast, 

there could be presented individuals with a huge interest on being part of the firm yet not 

having the right job and professional skills and required knowledge. Barach and other 

authors (1988), who agreed that the successful succession of CEOs is crucial for family 

firms, argued that the obtention of previous knowledge acquired in other companies is a 

valued feature. Also, it is necessary to implement a set of incentives as well as monitoring 

processes so as to ensure the development of appropriate attributes and skills (Barach et 

al, 1988; Christman et al, 1988). 

Apart from the antecessor and the successor, there could exist more family members 

participating in the succession. Typically, this is traduced in an extremely complex 

scenario if it is taken into account the wide range of possible combinations of family and 

nonfamily members within business structures (See three circle model). From this 

perspective, family firm that hold numerous family members at different level-positions 

will foster the succession process with more accuracy and more efficiently than family 

firms with limited family power. Nonetheless, succession is vital to ensure the 

transgenerational outlook, which is a key strength arising specifically from family firms 

(e.g. Corona, 2011; James J. Chrisman, 2003; M. Katiuska Cabrera-Suárez, Petra de Saá-

Pérez, 2001; Poza, 2010; Zellweger, 2017) in terms of valuable knowledge, commitment, 

public image and stability.  
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5. Case study: Mercadona 

Mercadona S.A. is a family firm currently developing business activities mainly in the food 

industry. Initially, Francisco Roig Ballester and Trinidad Alonso Mocholí founded Mercadona 

in 1977, which was conceived as Cárnicas Roig. In 1981, Juan Roig acquired Mercadona 

with his wife. From this point, he assumed the direction of the company as an independent 

firm. Later on, the company achieved important improvements such as automatized 

logistics blocks, acquisitions of large stores, important networks with suppliers, recent 

internationalization to Portugal, among others explanatory factors. Apart from the food 

sector, this firm has diversified nowadays their product portfolio into a wide range of 

products which vary from cosmetics, perfume items and drugstore products to all sorts of 

foodstuff. As a result, Mercadona has obtained the leadership of the sector.  

The business plan has been focused in the implementation of strategies based on the 

permanent control of the quality. In this sense, Mercadona is concerned about internal and 

external processes, then they keep an efficient control in their products and in their own 

value chain. In other words, they are always looking for the best products in terms of 

quality/price. Apart from the quality, Mercadona pursue a correct adjustment in prices, 

which tend to be affordable and economical. Finally, the firm seeks of the complete 

satisfaction of their customers and then their strategies are oriented in their inherent 

needs with a remarkable environment sustainability that engages a fair public image. 

According to business figures, provided by Mercadona in his webpage: 

Table 7. Business figures of Mercadona in 2019 

Mercadona Data Amount  Units 

Contribution to GDP 24.200  Millions of € 

Employment 655.000  Direct and indirect 

employees 

Turnover  25.500  Millions of € 

Remuneration 340  Millions of € 

Investment 2.200  Millions of € 

Contracts 90.000  Number of employees 

Net Benefit 623  Millions of € 

* Mercadona official webpage 
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Graph 11. Turnover per company in 2017 

 

* Statista.com 

This tendency remains similar nowadays and Mercadona is still in the leadership of the 

sector. Meanwhile, in these months during the confinement, Mercadona holds an 

amount around the 40% of the total sales in national supermarkets. Of course, this 

family firm has taken advantage of the familiness, and its unique resources and 

capabilities to become the most successful chain of supermarkets in Spain.  

 

In order to apply the theory about the family’s influence in obtaining powerful 

resources and capabilities, and thus generating competitive advantages, a faithful 

analysis will be conducted so as to extract proven facts and conclusions which will be 

useful for refuting advantageous conditions attributed to family firms. 

 

5.1. Circular Economy Model and CGT 

 

Núñez-Cacho and other authors (2018) managed to explain the success and the 

continuity of the company by using a Circular Economy (CE) model: 
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Figure 6. Circle Economy Model of Mercadona 

 

* (Núñez-Cacho et al., 2018) 

 

Without doubts, the economic growth is evident as it has been proved in economic figures. 

From this perspective, the CE model reflects the interactions taken place between family 

along the business and the community. As a matter of fact, the family act as independent 

body (See three-circle model) with own expectations. In the case of Mercadona, Juan Roig 

and the rest of family members seek the long-term stability and, of course, the continuity 

of the enterprise and reputation among clients. Indeed, it matches with the motivations 

and expectations of overall family firms. In addition, the business plan generated will be 

strongly conditionated by these expectations and thus, in order to achieve the desired 

public image, Mercadona implements sustainable policies with the environment and sets 

the customer literally as ‘the boss’. 
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Figure 7. GCT model (Gestión de la Calidad Total) 

 

* (Mercadona — Modelo de Calidad Total - Mercadona, n.d.) 

 

5.2. Identification of competitive advantages  

 

5.2.1. Financial Capital and Socioemotional wealth viewpoint 

Mercadona fulfils a stage where their financial capital is clearly biased by SEW. Certainly, 

Mercadona have not implemented strategies focused in excessive growth even though the 

firm has already obtained it. Nevertheless, this profitability has been a consequence of 

correct policies and excellent relations with community and environment (Núñez-Cacho et 

al., 2018). Besides, it is perceived the SEW affecting the decision-making process since the 

family is focused in the continuity of Mercadona in the future, familiar enrichment and its 

prominence (Debicki et al., 2016). 
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In this sense, family prominence is then evident since Mercadona is recognized by the 

society to be, if not the best, one of the most important retailers in Spain. This acceptance 

and preference from consumers can be refuted with the following recent indicator:  

Graph 12. Percentage of sales per supermarket during the pandemic in 2020

 

* (Mercadona acumula el 40% de las ventas durante el confinamiento. Revista 

infoRETAIL., 2020) 

The firm engages a high degree of prominence in the community, not only because of the 

quality of their service but also for their transgenerational sustainability. In fact, 

Mercadona has be linked with several events and institutions in order to foster 

environmentally-friendly image.  

Regarding the family continuity, Juan Roig points out an eminent future perspective stage 

where Mercadona could continue in family hands. Núñez-Cacho et al. (2018) managed to 

summarize the distribution of family capital. The results show that Juan Roig and family 

hold a 92,7% of the stock capital while the rest of shareholders own the 7,3% remaining. 

After these data were collected, Mercadona bought a 2,3% of the capital in order to keep 

the control in family part. At the moment, Mercadona is not listed on the stock market 

neither allow other shareholders to join the stock capital. Precisely, the fact of feeling 

reluctant to new capital partners as well as the willingness of gaining the majority of the 

voting rights and hence a notable control of the firm is a distinguishing feature of family 

firms. This control has allowed the implementation of the correct policies and the 

transference of family values which has ended in the success of Mercadona. However, it 

must be noted that ‘the capital’ conform one axis of the CGT model. Consequently, it must 
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be procured the maximization of their benefits while attempting to pursue their stability, 

security and minimize as much as possible the risk of their investments (Blanco Callejo & 

Guitiérrez Broncano, 2008) 

With respect to family enrichment, it can be assumed that the economic growth of the 

company plus the majority acquisition of the voting rights influence family members 

positively. In this case, Juan Roig and his family are currently perceiving prosperity, which 

is traduced in the consolidation and prosperity for the family itself.  

5.2.2. Human Capital in Mercadona 

In reference to the group of employees and personal, and its valuable knowledge and 

skills, the directives have worked hard in improving their skills facing the customer, which 

is the ‘main axis’ and to whom the service provided must be as much optimal as possible. 

As it can been seen in the GCT model, the customer is called ‘the boss’. Mercadona has a 

clear orientation to the satisfaction of the clients. From this context, the firm has the 

intention of retaining a large number of potential customers offering to them a high-

quality experience. From this context, in order to foster the GCT, a cooperation between 

all the stakeholders must be carried out. Consequently, the firm takes care of the overall 

commitment and the participation of the personal in the value creation process concerning 

the customer. For this purpose, Mercadona develops concrete human resources practices. 
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Table 8. HR practices of Mercadona 

 

HR Steps 

                                        

Practices 

                                  

Observations 

Recruitment  • Tittle of School Graduate 

• Online application 

Desire of meeting with 

minimum requirements. 

Efficient application  

Selection • Continuous formation 

• Monitoring and evaluation 

• Reception plan 

 

9 month-course about the 

BCG. Need to ensure technical 

skills as well as the 

socialization acquiring 

business values and culture. 

Foster the commitment 

Remuneration • Equity principle 

• Higher retribution than 

sector 

• Fixed and variable 

compensation 

 

Having better compensation 

plans than competitors and 

fair distribution cause the 

satisfaction and desire of 

employees for remaining in 

the company 

Definition of tasks • Description and 

Specification of jobs 

• Standard staff 

Perfect knowledge about all 

the tasks and the way they 

must be done. Excellent 

planification and coordination 

of employees 

Employee protection and  

benefits 

• Contracts well-established 

• Proximity of residences 

• Welfare politics 

• Childhood education in  

Logistics blocks 

All sort of policies focused in 

the welfare of the own 

employees which improve 

their satisfaction 

* Miguel Blanco & Santiago Gutiérrez (2008)  
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According to these policies and practices, Mercadona has managed to reduce the staff 

absenteeism and the rotation of employees, which tend to be really high in the sector, and 

the firm has enhanced the productivity and the total sales per employee. 

Graph 13. Number of employees and Income from 2013 to 2019 

 

* Mercadona’s accounting and publicly available resources 

The Graph 13 reflects an increase in the number of employees year by year followed by 

yearly growth of the volume of income. In result, it can be concluded that, despite the 

fact an increase in the number of workers, and thus expenses like wages, the sales 

continue increasing. While the number of employees has increased around a 21,49% from 

2013 to 2019, the income of Mercadona has increased around a 41,40%. Then, it should be 

admitted that productivity per employee has been improved since 2013 despite an increase 

in the number of total employees. Therefore, it is a fact that Mercadona is enhancing the 

human capital because of their welfare practices, involving the employees into the daily 

work and hence generating a better commitment. Even during the pandemic in 2020, 

employees perceived an increase of the 20% in their salaries. It seems that human 

resources practices designed by the directives and Juan Roig guiding principles result in an 

overall satisfaction and motivation, affecting the performance of the employees and their 

implication. Human capital is quite important for this family firm, that has been able to 

spread their values and formalized an alignment between all the members within the 

organization. 
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5.2.3. Physical capital and intangible assets in Mercadona 

Mercadona is investing 150 million of euros in Technology Intelligence. The company has 

been managing to develop a digital transformation. For instance, they count with a large 

team of engineers of TI and plants plenty of equipment such as computers, machines and 

engine rooms. Apart from the intention of upgrading the implication of all employees, Juan 

Roig and the directives are focused to implement new technologies in order to remain 

competitive and attach new innovations to improve delivery schedules and the service 

given.  

The team is facing a continuous pursuit of the efficiency in logistics methods from the end 

of 21th century, when the GCT was confectioned and the need of reducing costs to invest 

in other departments was becoming more important. In 2017 it was formalized a five-years 

contract to acquire the technology of SAP (Mercadona invierte 150 millones de euros al 

año en TI | Negocio | ComputerWorld, 2019). Actually, SAP is an expensive and effective 

program of ERP that helps in the challenging and complex task to organizing and 

monitoring all the activities concerning the value chain (provisioning of raw materials and 

inputs, logistics, finance, human resources, store management and customer relationship). 

In 2018, it was opened a huge storage in Valencia called ‘Colmena’ which serves 

exclusively online orders to 97 neighboring towns and cities, acquiring a monthly turnover 

of 2.2 million of euros, positioning this model as evidently profitable and allowing the 

possibilities of expanding this business model to other regions.  

Indeed, Mercadona is already accumulating a large number of important tangible and 

intangible assets. To be underlined, the family-owned firm is still in its first generation. On 

behalf of the long-term vision and continuity, main feature of family firms, all this 

potential physical capital is likely to be transferred to the next generation. It should be 

emphasized that, according to the potential improvements in a wide range of areas, if 

Juan Roig and his team work in an adequate succession plan and communicates properly a 

guidance for the management as well as serving as a governor or ambassador, all the 

assets and physical capital gathered before the succession could be transferred to the next 

generation and end in competitive advantages and consolidation of the leader position in 

the sector.  

5.2.4. Social Capital in Mercadona 

Another important field to study the familiness within the firm can be spotted in the 

relationships with their stakeholders. In fact, sustainable practices, reputation and the 
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reliability of the company has fostered relations and agreements with powerful 

stakeholders. Notably, relationships with suppliers constitute unique networks and provide 

Mercadona a tremendous competitive advantage facing other retailers and supermarkets.  

At the moment, Mercadona maintain relations with 3074 commercial suppliers and 13354 

noncommercial suppliers. Certainly, suppliers conform one of the bodies concerning the 

GCT model, then it indicates that establishing networks and developing relations with 

them represent almost a duty.  

In this sense, it has been applied a system of external cooperation between Mercadona and 

its suppliers. As it was mentioned before, the firm ins constantly reviewing and monitoring 

the logistics processes and the path that is initiated when the product is released from the 

supplier and reach the client. In reality, Mercadona manages to create positive synergy 

with their providers (Blanco Callejo & Guitiérrez Broncano, 2008), generating ‘win-win’ 

situations and providing a profitable situation for those suppliers, which notice opportunity 

of growth in such successful retailer.   

In addition, there is a specific category of this suppliers called intersuppliers. As Juan Roig 

pointed, it is likely that Mercadona will establish permanent relations with them. To 

become intersuppliers, there must be fulfilled specific requirements related to prices 

policies, proactive attitude and they must have presented a solid and stable shareholding 

structure (Dirección E3, 2019).  Lastly, as a result of the trusted relation, intersuppliers 

must create exclusive products for Mercadona that cannot be sold to other competitors 

(Blanco Callejo & Guitiérrez Broncano, 2008). In other words, brands like Deliplus, Campo 

Verde and Compy only could sell their products in Mercadona supermarkets. Absolutely, 

the social capital generated by the family firm was evident and must be seen as one of the 

variables responsible of the tremendous growth of Mercadona. Unfortunately, after 20 

years of relations with intersuppliers finished in 2019. The company has changed the vision 

into ‘totalers’, who allow the acquisition of products instead of broad categories.  

As it stands today, Mercadona carries out relations with a massive number of suppliers that 

trigger numerous negotiations. Not only the potential business figures but the reliance 

evoked by good practices and the togetherness fostered by Juan Roig and the whole 

organization involvement make really attractive the idea of establish interesting and 

diverse networks with providers and suppliers. In the same way when transferring physical 

capital, all the networks with these suppliers can be transferred to the next generations, 

so it should be seen as a competitive advantage and tool to engage continuity, prosperity 

and stability. 
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5.2.5. Reputation of Mercadona 

 

During the last years, Mercadona has been awarded with several awards and recognitions 

from different institutions and organizations. In 2019, the organization Monitor 

Empresarial de Reputación Corporativa (Merco) positioned Mercadona as the second firm 

with more social responsibility and better corporate governance. This organization also 

positioned Mercadona as the second firm with better reputation in Spain, and the first one 

in his sector. At the same time, the president Juan Roig was awarded with the first 

position in the following ranking:  

Graph 14. Ranking of Merco: Top 5 business leaders 

 

* (Ranking Merco Líderes España, 2019) 

It shall be stressed that the first four leaders nominated, as well as a broad range of 

leaders in the ranking, belong to family firms. It thereby indicates the potential reputation 

of this type of firms among the rest. But not only national institutions verify the imminent 

reputation of Mercadona, there are other international well-known ones like Reputation 

Institute of New York which located the company in 2012 as one of the firms with more 

successful reputation in Spain.   

Of course, as it was argued in previous sections, family firms are likely to generate loyalty, 

credibility and sense of trust among stakeholders and hence influencing their relations and 
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spawn positive effects such as customer loyalty, recognition by ample types of institutions 

and general acceptance. There is no doubt that Mercadona is striving to improve its 

reputation in view of society (Núñez-Cacho et al., 2018). 

The reputation of Mercadona is intensified thanks to the alignment of the interest within 

the organization and with external stakeholders. In order to retain loyal customers, 

Mercadona is focused on a stability in prices, a stability with their suppliers and an 

adequate distribution of the benefits. As exposed before, Mercadona develops constant 

negotiations with the providers. The firm generally offers to these suppliers an 

exclusiveness in terms of product or gamma (Carrio ́ Sala, 2013). 

Apart from the kind relations with suppliers, according to the GCT model, relations with 

their employees and customers are equally important. Indeed, it was argued that specific 

HR practices were carried out in order to engage the employees with the business culture, 

improving their commitment and satisfaction. Moreover, they maintain a friendly 

relationship with the natural environment, improving the emission of wastes and 

developing and studying methods to reduce the pollution and thus generation a ecofriendly 

image, adapting the business model to an increasingly responsible vision from the society 

hand. All in all, the sum of the efforts oriented in the optimization of relations with 

stakeholders serve the purpose of the ultimate satisfaction of the potential customers, 

providing a suitable and valuable service. As a result, Mercadona acquired a whole 

recognized reputation denoted by clients, employees, suppliers, institutions and press. 

To sum up, the creation of corporate value through reputation by Mercadona is the evident 

and contrasted by its economic results and top positions in recognized rankings. In 

particular, Mercadona represents the unique performance and behavior of family 

businesses’ sustainable entrepreneurial spirit (Kashmiri & Mahajan, 2010; Núñez-Cacho et 

al., 2018) which has allowed the firm generating competitive advantages, establishing 

itself as the market leader and generating commitment and reputation among stakeholders 

and high probability of growth for the next years. 
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5.3. Performance in the long run and transgenerational entrepreneurship 

The tendency of Mercadona of improving logistics processes, constant negotiations with 

suppliers and networks, diversification of the business with online-based storages called 

‘Colmenas’ and upcoming reputation trigger to business growth in the next years. In 

addition, according to the positive figures, Juan Roig has ventured to foster an 

internationalization process in order to increase their potential sales. In the case of family-

owned companies, they could take advantage of the set of unique resources and 

capabilities called ‘familiness’, which emerge from family relations, interactions and 

influences (Habbershon et al., 2003; Hitt & Sirmon, 2003), which might facilitate the 

success of the internationalization strategy. But not only this set of powerful resources 

trigger meeting the objectives established, also the desire of stability, the commitment of 

employees and general vision raised from the alignment of interests, as well as the 

historical behavior of the founder across national boundaries will determine their 

international competitiveness. Based on recent researches, it has been demonstrated that 

it is more likely that family firms will expand their business to neighboring countries which 

tend to be close from their headquarters and family residences (Zaniewska, 2012). 

Nonetheless, there could exist family companies, called ‘born global’, which have an 

incredible potential to become international, for example the Indetext group, which is a 

Spanish owner of fashion brands renowned worldwide or other famous foreign firms such as 

Walmart, Volkswagen, Ford, EXOR, among others. From this context, Mercadona is to be 

seen whether if they could expand their business among Europe and transnational 

countries. In fact, as Zaniewska (2012) exposed, Mercadona has internationalized to a 

neighboring country: Portugal, in 2019. Mercadona has already 20 supermarkets in 2020, 

whose objective is to achieve at least the amount of 150 supermarkets. A total amount of 

220 million of euros have been invested. At this point, in the future it will be known if 

Mercadona could be included in the group of ‘born global’ companies.  

Economic growth in Spain accompanied by the intention of internationalizing, indicate a 

profitable future stage. This astonishing growth have not been produced by huge capital 

investments, risky decisions and a continuous seek of maximization of the benefit. In 

contrast, Mercadona has taken the operational guidelines of whole family firms: patient 

capital, encouragement of the SEW and the family well-being, involvement and alignment 

of all the interest groups, achievement of attainable goal and sustainability.  

Last but not least, a willingness to transgenerational entrepreneurship has been clarified 

by Juan Roig, who has confessed in 2020 that he has decided who will be his successor. 
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This huge responsibility will likely be transferred to one of his four daughters. One of 

them, Juana Roig, is working currently at the online services on Mercadona. It is an 

optimal candidate since she has been socialized in the company, acknowledging the 

business culture and she has the professional qualification as well as the intention to 

remain in Mercadona. On the counterpart, Juan Roig, who accumulates a reluctant 

academic background and unsurmountable experience in the sector could be crucial to 

develop the transition. Despite the fact he wants to carry on the management of the 

business, in the case of succession, he could continue becoming part of the firm as 

governor or ambassador monitoring the viability of future strategies.  
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6. Conclusions 

The main element which is presented in family businesses is the unequivocal presence of 

the family within the organizations. As a consequence, all activities carried out by the 

business might be influenced by this prominent coalition. Naturally, family firms stand out 

for their long-term vision and for the well-being of the own brand. This results in a 

generalized trend characterized by giving a spotless public image and a satisfactory 

relation with their external agents. Furthermore, there is an extraordinary element that 

should not be ignored: the emotions. Family members presented in these companies will 

need to manage their personal affections and feelings in the business field. In contrast, in 

those nonfamily companies with a clear absence of family within the business structures, 

agency costs will raise. This fact is evident because of the fact that individuals will pursue 

their own interests and desires. Thus, the alignment of interest is a competitive advantage 

of family firms and it prompts the involvement of the members to shared goals.  

Furthermore, the fact of family presence will lead to esteemed aspects. Frequently, 

informal communication will be used between the members and conflicts are supposed to 

achieve a considerable complexity. Also, goals are not purely associated with financial 

objectives. From this point of view, they are more likely to be concerned about a future 

stability and an effective presence in the ownership in order to preserve the family legacy. 

In fact, it shall be stressed that family firms are likely to fulfill low risk strategic goals 

rather than astonishing and huge economic growth. For instance, it is argued that family 

firms choose those options which promote their socioemotional wealth (SEW). Contrary, 

nonfamily firms tend to be listed companies with high necessity of capital investments and 

they widely opt for attracting new members for the ownership in order to obtain financial 

assets whereas family firms prefer the patient capital while improving the family wealth 

and stability. 

On the other hand, family members could be interacting in the ownership of the company 

as well as in the general administration, hence leading an alignment of interests and thus 

fewer agency costs. Of course, family agents need to be presented in both sections and 

familiars implicated must denote harmonious relationships. In this case, goals and 

objectives would be pursued in an unequivocal way. The quality of the decision-making 

process and its communication increases since values and shared goals are located in all 

statements because of the family position. 

Familiness provide unique resources and capabilities triggering competitive advantage in 

some fields. First of all, mentioned companies are likely to retain long-term and high-
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grade knowledge. Secondly, they tend to have an equity capital characterized by the no 

requirement of fast return. Indeed, family firms have unique networks with multiple 

agents like investors, clients, suppliers, experts and leaders. These empowered networks 

are beneficial in terms of support and economic alliances. This is reflected in lower 

turnover in top management and in longer investment horizons. From this point of view, 

family businesses are able to implement a lot of profitable strategies. Also, family firms 

retain remarkable reputation and credibility, which is crucial for determined agents like 

potential investors and shareholders. Contrarily, nonfamily firms usually have a short run 

view and frequent changes in top management positions, and that causes more erratic 

strategic plans. Besides, they do not present any kind of familiness; then it should be 

noted that family firms will retain certain advantageous positions in terms of reputation, 

social networks, human capital, physical capital, alignment of interests and viability in the 

long run. Meanwhile, nonfamily firms pursue purely financial goals and the maximization of 

the profit as the main objective, restricting at the same time other nonfinancial aspects. 

This situation would explain the prominence of family businesses around the world. 

Another relevant field to consider is the culture and value of the enterprise which affects 

directly to the social reputation and the involvement of the employees. In family firms, 

values and missions are required to be even more suitable and appropriate than non-family 

ones if it is taken into account the term of family legacy. Shared values are important 

since they will link automatically family with business. Needless to say, this will result in 

the development of an imminent competitive advantage because conflicts are expected to 

be resolved with more accuracy and hence continuity of the firm is ensured. Family 

businesses do not often pursue profitability in the short run, thereby opting for 

contributing altruistically with customers, employees and also the whole society. As a 

consequence, these firms will perceive a sense of trust refuted by their fair practices and 

historic performance engaging the reputation previously mentioned. In point on fact, this 

faith is localized with more accuracy in those companies that are family-owned.  

Researchers and authors agree in some aspects regarding these firms. They are more likely 

to worry about a long-term sustainability, family cohesion and job opportunities, rather 

than maximizing the profitability in the short run. Despite some challenging and 

problematic situations that might appear because of imbalances, they become really 

attractive into the eyes of multiple agents like investors, clients, employees and the own 

researches because of their improving economic figures and their performance.  
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In order to conclude, it must be highlighted that family firms tend to be more profitable 

and stable that nonfamily firms. Analyzing the CS Family 1000 in 2018, which is a database 

with information gathered during years from family companies by Credit Suisse, it is 

proven this fact:  

Graph 15. Family-owned companies have outperformed non-family owned companies 

since 2006 

 

* (CreditSuisse, 2018) 
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Graph 16. Revenue growth in percentage per type of firm 

 

 

* (CreditSuisse, 2018) 
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8. Annexes 

 

Figure 9. Summary Framework

 

 

* Own elaboration  
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Table 9. Top 15 family businesses 

 

* (The World’s Top 750 Family Businesses Ranking | Family Capital, 2019) 

 

 

 

 

 

 

 

 

 

 

 


