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Abstract

This study analyzes the influence of human capital (HC) and altruism on small-
and medium-size firms’ (SMEs) performance, contingent upon the effect of family
involvement in management. HC, understood as the abilities, skills, and knowledge
of firm personnel, has been proved to contribute to firm performance. Even more,
firms’ outcomes benefit from aptitudes and also from attitudes, such as altruism.
What is not so clear is if having a family character enhances the effect of HC and
altruism on firm performance. Our results show that family involvement in manage-
ment presents lights and shadows in its ability to extract all the potential of HC and
altruism. By moving one-step forward in understanding these relationships, our find-
ings contribute to the Family Firm, Human Resources Management, and Resource-
Based View literatures.

Keywords Family firms - Family involvement - Human capital - Firm performance

Introduction

Family firms (FF) are the most common type of firms in the world (Tsoutsoura,
2021). However, in spite of the great boom that its research has experienced over
the last decades, there are still many issues that remain unsolved (Chrisman et al.,
2009; Dyer, 2018; O’Boyle et al., 2012). Whether FF are better or worse performers
is one of the key issues that are not clear (Dyer, 2018). Meta-analyses of the perfor-
mance of family versus non-family firms have not offered conclusive results either
(O’Boyle et al., 2012) and some authors suggest that there is a dark and a bright
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side to family involvement (Chirico & Bau, 2014). What is clear is that FF represent
a heterogeneous set of firms that do not allow a generalization of many assertions
(Cruz et al., 2012).

The Resource-Based View (RBV) of the firm (Barney, 1991; Barney et al., 2001),
which explains how internal business factors lead companies to obtain sustain-
able competitive advantages, highlights the role of intangible resources and capa-
bilities (Kidwell et al., 2019) which might help to explain these conflicting discus-
sions. Among such intangible resources, this paper emphasizes the role of Human
Resources (HRs), including both family and non-family members. Specifically,
we focus on family involvement together with family and non-family human capi-
tal (HC) and altruism and we analyze their effect on firm performance. According
to the FF literature, HC represents one of the three key forms of “family capital”:
social, human, and financial (Hoffman et al., 2006). Human resources have been rec-
ognized to be of the utmost importance in FF because family members are char-
acterized by being rich in trust and are highly committed to the firm thanks to the
intermingling of the family and business system and also because this extends to
the whole organization, including non-family members (Gast et al., 2018; Herrero,
2018). Additionally, HC has not only been acknowledged as being one of the most
relevant resources of FF to gain performance (Ahamad et al., 2022; Eddleston et al.,
2008; Sirmon & Hitt, 2003), but also several recent works (Campos-Garcia et al.,
2021; Mallén et al., 2020) have empirically demonstrated its importance in other
outputs such as internationalization (Almodévar et al., 2016; Campos-Garcia et al.,
2021; Javalgi & Todd, 2011; Onkelinx et al., 2016b, 2016a) and firm performance
(Hitt et al., 2006). This may be of even higher relevance in SMEs because their
reduced size makes the interaction of the family and business systems more relevant
(Wright, Roper, Hart, & Carter, 2015).

HC has been conceptualized as the education, experience, knowledge, and skills
individuals bring to an organization, contributing to value creation (Bogdanow-
icz & Bailey, 2002). The literature has broadly emphasized the relevance of these
resources stemming from HC in the organization (Stoyanov, 2016; Zula & Cher-
mack, 2007). Altruism is a voluntary act that may be conceptualized as the will-
ingness to help others without considering the effect that this action may have on
oneself and without expecting a reward (Mallén et al., 2020). Previous research has
found positive relationships between organizational citizenship behaviors, such as
altruism and organizational success (Podsakoff et al., 2009).

While organizational HC and altruism have been proven to lead to the generation
of competitive advantages (Dyer, 2006; Lopez-Cabrales et al., 2009; White, 2006),
the literature is not clear about whether family involvement enhances the impact of
HC and employees’ attitudes on SMEs’ performance when compared to non-fam-
ily SMEs. Therefore, there have been calls in the literature (Dyer, 2006) to analyze
these aspects comparing FF and non-family firms (Zhang et al., 2022). Due to their
distinct features in terms of governance, ownership, structure, and management suc-
cession, FF are likely to possess different resources and behave differently from non-
family firms (Acquaah et al., 2011). Researchers agree that family involvement in
management is what makes FF unique (Chua et al., 1999). Therefore, we claim that
it is this family involvement, rather than mere ownership, what makes differences
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in terms of strategy, HC, etc. (Revilla et al., 2016) and, consequently, by FF we will
refer to a firm whose administration the owning family is involved in.

The characteristics of FFs can be seen as reinforcers or harmers of the effect of
HC and altruism on performance. That is, the literature has found arguments in both
directions. On the one hand, FFs can reinforce the positive effect of HC and altruism,
because they are said to be good at transmitting knowledge, especially tacit knowl-
edge, since family members often get involved in the firm at an early age and they
have some resources that facilitate knowledge absorption (Salvato & Melin, 2008).
Therefore, family involvement could favor the dissemination of the valuable and
unique knowledge of HC among the SMEs, reinforcing its influence on performance.
Furthermore, family members are highly experienced in firm-specific issues due to
shared experiences since birth (Herrero & Hughes, 2019; Sirmon & Hitt, 2003),
strengthening the influence of HC and altruism on performance.

On the other hand, FFs can be seen as buffers of the positive effect of HC and
altruism on firm performance, because they may not be so good at attracting and
retaining external talent (Arijs et al., 2018), and they may not be able to find a suffi-
cient number of competent family members for occupying critical positions (Mehro-
tra et al., 2011; Muttakin et al., 2014). Furthermore, nepotism may assign unsuitable
family members to high management positions, leading to inefficiencies in perfor-
mance (Dyer, 2006) and these unskilled family members could harm the positive
influence of HC and altruism on the company’s success.

Given the different arguments that can be provided for and against the hypoth-
esis of FFs as a contingent factor moderating the influence of organizational HC
and altruism on SMEs’ performance, in this work, we try to answer the following
research question: Does family involvement in management enhance or buffer the
positive impact of HC and altruism on SMEs’ performance? By doing so, we fill the
gap that exists with regard to the contingent effect that family involvement exerts on
the relationship between HC, altruism, and firm performance. Furthermore, there
is a void with regard to the inclusion of non-family members in the HC concept of
FF as noted by some authors (Campos-Garcia et al., 2021) who maintain that most
of the FF literature focuses almost exclusively on the role of the HC of the founder/
owner, managers or family members, ignoring the potential of the value of the HC
associated with the non-family members of FF. In addition, we follow the advice of
the recent FF literature that suggests that being an FF should not be a dichotomous
concept, but ought to be measured over a continuum (Gémez-Mejia & Herrero,
2022; Herrero, 2018), such as the level of family members involved in management.

Theory and Hypotheses

Human Resources in Family Firms

Human resources must be available and, at the same time, relevant to organiza-
tional purposes if they are to represent a real source of competitive advantages

for organizations (Ployhart et al., 2014). Using the RBV (Barney, 1991), Lepak
and Snell (1999) focused on the strategic aspect of HC as the principal driver of
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employment modes and HR configurations by specifying two dimensions: value
and uniqueness. They conceived the strategic value of organizational HC as its
potential to improve the efficiency and effectiveness of the firm, exploiting mar-
ket opportunities, and/or neutralizing potential threats, and defined the unique-
ness of organizational HC as the degree to which such a value is rare, specialized
and firm specific.

Some Human Resources Management studies focus on HC considering peo-
ple’s skills, ability, knowledge, intelligence, creativity, judgment, know-how, and
attitudes (Brueller et al., 2016; Carmeli & Schaubroeck, 2005; Kidwell et al.,
2019; Nyberg & Wright, 2015; P. M. Wright et al., 2014). However, to better
focus our research, we view HC as a means to convert personnel-level capac-
ity and effort into organizational-level outcomes, and we follow the definition
of Lepak and Snell (1999) and a large stream of authors who consider knowl-
edge, skills, and abilities—but not attitudes—in the definition of HC (Brueller
et al., 2016; Gutierrez-Gutierrez et al., 2018; Kloutsiniotis & Mihail, 2017; Sung
& Choi, 2018). This view of HC is in line with the vast majority of the works
in the FF literature (Campos-Garcia et al., 2021; Cerrato & Piva, 2012; Dyer
et al., 2014; Fernandez-Olmos & Diez-Vial, 2015; Hitt et al., 2006; Javalgi &
Todd, 2011; Onkelinx et al., 2016a; Sorenson & Bierman, 2009), that consider
HC as the know-how and abilities of personnel, but not their attitudes or values
(Dawson, 2012). In his review on family firm’s HC, Dawson (2012) notes that
the majority of FF scholars focus on Knowledge, Skills, and Abilities (KSA) to
explain HC (Wright, Dunford, & Snell, 2001), what he considers as head and
hands. However, he also notes that head and hands are necessary conditions but
not sufficient to align employees with firm goals nor to leverage firm resources
leading to performance increases. Attitude (willingness) is the missing link to
a productive behavior. This is what Dawson (2012) refers to as heart. Conse-
quently, and given that KSA and attitudes do not have to go in the same direction,
as an individual may have strong KSA (head and hands) but a poor attitude, or
vice versa, this paper analyzes HC and attitude (treated as altruism), separately in
their effect on performance.

The KSA included in HC are not exclusive of family employees as a separate
unique resource, they also include non-family members’ influence (Huybrechts
et al., 2011). In most family SMEs, non-family employees tend to be well treated
and are frequently considered part of the extended family. According to Gémez-
Mejia and Herrero (2022), they are often called as “compadre” or “comadre.”
This situation is much less likely to happen in a large firm where the family and
the business system have clearer boundaries and where relations are more imper-
sonal (Cruz et al., 2019). In a similar vein, positive behaviors such as altruism
could be shown by family and non-family members of the SMEs (Gast et al.,
2018). Consequently, in this work, by HC/altruism, we refer to the HC/altruism of
managers and employees who may directly impact the FF’s performance, regard-
less of if they refer to employees of family or non-family firms and within the
former, and irrespective of if they are family members or not.
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The Contingent Influence of Family Involvement in Management on the HC
and Firm Performance Relationship

Barney (1991) claimed that sustained competitive advantage derives from the
resources and capabilities (tangible and intangible assets) controlled by a firm
that are valuable, rare, imperfectly imitable, and not substitutable. Family busi-
ness scholars have frequently cited this resource-based approach (RBV) (Chrisman,
Chua, & Sharma, 2003; Chua, Chrisman, & Steier, 2003; Habbershon, Williams, &
MacMillan, 2003; Lépez-Fernandez, Serrano-Bedia, & Pérez-Pérez, 2016; Tokarc-
zyk, Hansen, Green, & Down, 2007) to analyze the unique resources of FFs and to
explain how FF may differ from non-family ones (Chrisman et al., 2005).

The set of resources specific to a particular company that results from fam-
ily involvement is known as “familiness” (Habbershon & Williams, 1999; Mani &
Lakhal, 2015). Frank et al. (2010) also refer to “familiness” as a bundle of resources
and capabilities shown by family businesses that make them different from non-fam-
ily firms (Carnes & Ireland, 2013; Cucculelli, 2018; Danes et al., 2009). This has
proven to represent a peculiarity of family businesses with respect to other types of
companies (Carnes & Ireland, 2013; Cucculelli, 2018; T. Habbershon & Williams,
1999). Familiness is difficult to measure and has often been done so by the level
of family involvement in the firm. While family involvement is a necessary but not
sufficient condition for familiness, it has often been used as an indicator of famili-
ness because it implies, to a greater or lesser extent, a bundle of intangible resources
such as trust, reciprocity, or commitment (Chrisman et al., 2005; Zellweger et al.,
2010). For example, comparing FF attributes and resources’ uniqueness, Sirmon and
Hitt (2003) found that family involvement usually leads to extraordinary warmth and
commitment among family members, favoring friendly and close relationships.

Family firms possess a long-term orientation and commonly offer a more stable
work environment using long-term contracts (Campos-Garcia et al., 2021), so when
key employees’ skills and abilities are low, family members will try to compensate
it by using other resources based on reciprocity feelings and family commitment.
For example, by increasing social relations with agents inside and outside the firm
to benefit from better-aligned interests that can lead to the creation of competitive
advantages (Dawson, 2012). Some other unique advantages can compensate for low-
skilled managers in family firms because, across generations, they typically culti-
vate long-standing relationships with stakeholders, so the latter are likely to develop
deeper personal attachments to the family that owns and operates the business (Cen-
namo et al., 2012). FF also have certain advantages for attracting customers because
of the goodwill and trustworthiness generated by the family name and its commit-
ment, which eventually adds value to the “family brand name” (Dyer, 2006).

Consequently, even if nepotism could mean that incompetent family members
attain key positions (Zellweger et al., 2013), because of a tacit norm of reciproc-
ity, these members will be highly committed to the firm (Pearson & Matrler, 2010).
Therefore, they are expected to make an extra effort in these aspects to compensate
for their low talent because family members share common goals and behave altruis-
tically for the good of the family and the business. Identifying reciprocity and com-
mitment as a family-specific resource demonstrates the positive impact that family
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involvement in management can have on a business (Eddleston et al., 2008; Sirmon &
Hitt, 2003), particularly when family managers lack other characteristics such as the nec-
essary skills and abilities needed for the position. Furthermore, the family environment
can facilitate specific training by strengthening individual skills, enhancing the value of
HC (Dyer et al., 2014). Family members keep comparatively closer relationships with
employees, as compared with non-family managers, which help family firm manag-
ers to identify the weak points of their HC and, consequently, facilitate the way to find
a solution (Almodévar et al., 2016). Besides, family influence can also be exerted by
family members who do not work for the firm by injecting family values into the firm’s
goals, decision systems, and ways of interacting at the family-firm interface (Danes et al.,
2009).

However, family involvement does not always lead to an automatic improvement of
HC’s influence on performance (Zellweger et al., 2010). There is also a less positive side
associated with family involvement, which can buffer HC’s potential and place the fam-
ily firm at a disadvantage. Family involvement can lead to valuable assets and impose
costs and liabilities for firm performance (Dyer, 2006). Some aspects of family involve-
ment in management can diminish HC’s effect on performance, mainly when the firm’s
HC is high, as we argue in what follows.

High HC is associated with high firm economic performance, but does family
involvement moderate such a relationship? Even if economic gain is a primary human
goal, other purposes bear a comparable weight which arises from the organizational
identifications and loyalties (Simon, 1993). A firm’s economic performance will benefit
from high talented HC, but in family firms, the economic goal becomes less important
beyond a certain threshold. In contrast, once a certain economic level is achieved, other
family goals acquire more relevance (Chrisman et al., 2012), such as preserving family
independence, conservatism, or avoidance of high-risk activities. We expect that if HC
is high in firms with no family involvement, they will try to get the most out of their
HC, at least in terms of benefits for the firm’s economic performance, given that they
have a higher focus on financial goals with no upper threshold, whereas firms with high
family involvement would focus on other family goals, once a certain economic level is
achieved.

Additionally, when HC is high, we expect that talented managers of non-family firms
will get involved in innovation and entrepreneurial activities (Naldi et al., 2007), which
lead to enhanced competitive advantages. Conversely, high family involvement in man-
agement would likely interfere negatively in these activities, as family firms are risk-
averse and, consequently, tend to innovate less because of uncertainty about the potential
success of the new business (Carney et al., 2015). Furthermore, as innovating or devel-
oping entrepreneurial activities often require the skills of outsiders and as family mem-
bers tend to avoid depending on outsiders (Gomez-Mejia et al., 2010; Herrero, 2017),
firms with high family involvement in management will be reluctant to innovate or to
develop entrepreneurial activities. Consequently, they will probably not take advantage
of the full potential of talented HC. This does not represent a problem when HC is low,
as low talented HC will not likely innovate nor develop entrepreneurial activities.

All previous arguments lead us to think that the relationship between HC and firm
performance in contingent on the level of family involvement.

All the above leads us to hypothesize that:
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H1: Family involvement in management moderates the positive relationship
between HC and firm performance.

The Contingent Influence of Family Involvement in Management on the Altruism
and Firm Performance Relationship

Altruism is considered helping conduct that involves a concern for others (Guinot et al.,
2016). When the workforce is motivated by prosocial behaviors, it goes beyond its
responsibilities and improves its productivity (Grant et al., 2008). By perceiving that their
work is valuable for others, employees are more engaged, dedicated, and develop extra-
role behaviors (Mallén et al., 2020). Previous research has found positive relationships
between organizational citizenship behaviors, such as altruism, and firm’s performance
and success (Podsakoff et al., 2009). The mechanisms by which these behaviors affect
performance are increased managerial productivity and coworkers’ freeing up resources
for other important purposes. Besides, they help to coordinate activities, strengthening
the organization’s ability to attract and retain the best employees, increasing the stability
of the organization’s performance, and empowering the organization to more effectively
adapt to changes in the environment.

To help others, the altruistic firm member needs to know who is in need. Family
members frequently share a common language that favors others’ understanding and
needs (Chirico & Salvato, 2008), facilitating altruistic members’ roles and altruism
increases communication and cooperation, developing a supportive collective culture
and norms of reciprocity and commitment that extend across an entire organization
(Eddleston & Kellermanns, 2006; Madison & Kellermanns, 2013). Family involvement,
through family identity and strong family ties, favors communication, not only among
family members but also among non-family members (Herrero, 2018; Pearson & Mar-
ler, 2010), facilitating the collaboration between altruistic members and those firm mem-
bers in need of help (Zellweger et al., 2013), ultimately enhancing the effect of altruism
on firm performance. These resources can enhance not only the benefits of altruism in
FFs but can also buffer its negative effect when altruism is absent. For example, a family
member may not be altruistic; that is, he/she may not behave without expecting some-
thing in return, but even though that family member may behave positively with others
for other reasons, such as FF identification or for his/her good, as the fate of the family
firm is associated with his/her own life, because there is a skinny layer between the fam-
ily and the firm (Gast et al., 2018). Stewardship Theory maintains that individuals feel
satisfaction through pro-organizational and collectivistic behavior and they aim at align-
ing their own interest and those of the organization (Campos-Garcia et al., 2021). This
applies particularly to the case of family members because aspects such as firm identi-
fication or strong ties help to align their own interests with those of the family firm and,
consequently, compensate the lack of altruism of other non-family members by their
own stewardship behavior because their interests are typically aligned—by nature—with
those of the family firm (Campos-Garcia et al., 2021). Additionally, family involvement
leads to the firm’s emotional attachments and strong feelings that can enhance family
members’ altruism. Consequently, even if altruism is not particularly relevant in a spe-
cific family firm, many other resources can enhance performance because family mem-
bers often possess ethical norms that invite social support and stewardship behaviors not
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only from non-family members but also from family members (Sorenson, Goodpaster,
Hedberg, & Yu, 2009), which ultimately extract more value from the extant altruism
favoring firm performance. Furthermore, firms with a higher level of family involvement
in management commonly leads to greater shared vision and common values within
the management team (Cerrato & Piva, 2012) and, consequently, the altruism behavior
of these managers will multiply the effect of other firm members’ altruism based on a
reciprocal commitment and interest alignment.

However, altruism also has a dark side in cases of high family involvement. The
literature has demonstrated that the preservation of SEW is more relevant the higher
the level of family involvement (Gomez-Mejia et al., 2010; Herrero, 2017, Campos-
Garcia et al., 2021) and the need to preserve affect-based resources, such as SEW,
may lead family members to favor family well-being over firm aspects (Campos-
Garcia et al., 2021), giving both parents and children incentives to take actions that
can threaten the welfare of the firm (Schulze et al., 2003). In addition, even if family
involvement in management allows a greater appreciation of the benefits and risks in
decision-making, at high levels of family involvement, the weight assigned to SEW
preservation results in a higher risk aversion which may hinder firm growth (Cerrato
& Piva, 2012).

Consequently, we theorized that even if family involvement can enhance the posi-
tive effect of altruism, when altruism is very high, its positive benefits can be ham-
pered by the biased attitude toward the family due to a strong family involvement.
All the above leads us to hypothesize that:

H2: Family involvement in management moderates the positive relationship
between altruism and firm performance.

Methods
Sample and Data

We tested our hypotheses in a sample of Spanish wineries. This industry was
chosen because of its relevance in economic, social, and environmental terms
(OeMyv, 2014). This influence is also clear in other areas of the world, since the
global wine world trade has increased to over 100 million hectoliters. In volume,
Spain is the world’s largest exporter of wine, with a growth of almost 50% in the
last decade to nearly 23 million hectoliters. Spain also has the largest area of land
under vines in the world. Moreover, the Spanish wine industry employs around
25,000 people, generating sales of more than 7 billion euros (OeMv 2018a). On
January 1, 2018, there were 4373 wineries in Spain, of which only 290 had more
than 20 employees (OeMyv, 2018b). The market is thus largely made up of small
firms competing in a hostile environment. Therefore, their HRs seem to play a
decisive role.

We used the following research process to obtain the data. First, we utilized the SABI/
AMADEUS database to identify all Spanish wineries with annual sales above 100,000
Euros and, at least, 5 employees. This research philosophy and design gave us an initial
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sample of 948 wineries. The reason why we included these two restrictions was that we
wanted to ensure that the winery had a minimal structure to guarantee the role of HRs. Sec-
ond, in 2014, these companies were contacted by telephone to ensure they fell within the
sample framework. This resulted in 520 active wineries manufacturing wine. Out of them,
we obtained 149 useable SMEs responses, a rate of approximately 29%. We designed the
questionnaires focusing on the aspects we wanted to analyze, based on well-known scales.
Once we had the questionnaire, we submitted them to two managers of wineries and to
two academic experts for feedback and to ensure that all the questions were clearly under-
stood. After a few minor comments were revised, we addressed the questionnaires to win-
ery managers. To safeguard against bias and verify the quality of the responses obtained,
we also surveyed secondary respondents (oenologists). Twenty-three oenologists of the
149 firms responded, which enabled us to establish the inter-rater reliability agreement for
our final population sample. Objective information about performance was obtained from
the SABI/AMADEUS database, reducing the risk of common method bias. In order to
check for non-response bias, we compared mean differences between respondents and non-
respondents for industry membership, number of employees, and revenue. No significant
differences were found, suggesting that non-response bias was not present. When we con-
sidered the performance measure, there were some missing data, resulting in a reduction of
the sample size to 105 observations.

Our sample is composed of family and non-family SMEs. Firms are on aver-
age 24 years old (standard deviation of 16.66) and have an average number of
employees of 20.8 (standard deviation of 79.4). The percentage of wineries with
family members involved in management was around 60% (standard deviation of
0.40). They are on average in their second generation, ranging from zero (those
that are not FFs) to the fifth generation (see Table 1).

We conducted the following process to ensure data validity and reliability.
First, all the measures were pretested in interviews with 25 managers and two
academics who are experts in the field. We asked them to review the survey, to
ensure the clarity of the questions, and to ascertain whether the scales captured
the desired information. We then revised any potentially confusing items before
submitting the questionnaire. Given that the output variable we focused on was
performance at the firm level and that the contribution of each person to this
output was not possible to be distinguished from the input of other individuals,
all the variables were measured at an organizational level.

Measures
Independent Variables

Human capital: we adapted the scales proposed by Lepak and Snell (2002) and Lopez-
Cabrales et al. (2009) to measure HC. We considered two dimensions: value and unique-
ness of organizational human resources. This measure has been widely used in the litera-
ture and has been previously validated (Brueller et al., 2016; Gutierrez-Gutierrez et al.,
2018; Kloutsiniotis & Mihail, 2017; Sung & Choi, 2018). Consistent with the definition
of HC, we measured HC with respect to the firm members who could exert influence in

@ Springer



Journal of the Knowledge Economy

‘uonoONISU0d £q () AT SO[qRLIBA JU)E] ) JO SAN[RA dFLIOAR ],

[opou D 9y} WOIJ PauTe}qo uaaq sey wsinne pue JH U9amiaq UONEB[OIIOD 9], "SI[QBLIEA dU) JO ST

AU} pue wSIne 3Y) UdaM)9q SUOTIB[ALIOD Y} SUIULIAAP O} ¢ [9powr pue SI[qeLIA 3] JO 1S3I Y} pue HH 9y} U32M])2q SUONB[IIIO] AU} UIULIISP O] [ [OPOW PIAsn ABY I

0lv'6L 908°0C ! 6¥0'0 8CC0 [4N LO0T°0 9600 0000 0000 9ZIS W] 8
90 S0L0 I €LT0 ¥19°0 17o- 8€C°0 0000 0000 OHD Afiureq L
1161 G681 ! LLTO 12354 Ly1°0 000°0 0000 suoneIsuan 9
¥0°0 €090 I L81°0— 0LT0 0000 0000 JUOWIAATOAUT A[Ture] S

96991 LS9'€T 1 60C0 0000 0000 ofe wiry ¥
§29°0 LTl1'0— I 6800 0820 SISOY €

I 0ce0 wsmnry [4
1 OH I
1ol 1S UBIN 8 L 9 S 14 € [4 1

ordwes 1no jo sonsnels aanduosaq | ajqel

pringer

As



Journal of the Knowledge Economy

the firm, whether or not they belonged to the owner family. By doing so, in addition to
specifying the HC that the firm possesses, it becomes unnecessary to distinguish between
family or non-family firms to measure their HC (see Table 2), note that we have preferred
the use of this formal measure of HC, which includes knowledge, skills, and abilities,
than those proxies that measure HC through just one indicator, such as the proportion of
employees with a certain level of university education (Fernandez-Olmos & Diez-Vial,
2015), the ratio of R&D staff (Almoddévar et al., 2016; Campos-Garcia et al., 2021), aver-
age salary (Gourlay & Seaton, 2004), or the value added per worker (Onkelinx et al.,
2016b) because these latter measures are focused just on specific aspects, hence not being
able to include a wider measure of KSA.

Altruism: we used the scale proposed by Guinot et al. (2016) to measure Altruism
(see Table 2).

Family involvement in management. we measure this variable as the percentage of
family members in the management team, allowing a continuum measure of family firms
as has been recently requested by many FF researchers (Gémez-Mejia & Herrero, 2022;
Herrero, 2018). We preferred this to a dichotomous classification of family and non-fam-
ily firms in order to classify firms according to a continuous measure ranging from “very
non-family firm” (no family members involved in management) to “very family firm”
(family members representing 100% of the management team). Moreover, as we have
explained in the introduction, we believe that family involvement in management, and not
mere family ownership, has strategic implications. This is a common measure of family
involvement in management (e.g., Revilla et al. 2016).

Dependent Variables

Performance: although noneconomic goals are present in firms in general and
also in family firms, in line with empirical research on family business perfor-
mance, which has primarily dealt with economic goals (Chrisman et al., 2005),
we measured performance through the 2015 Return on Sales (ROS), calculated as
Earnings Before Interest and Taxes over total sales. We got this information from
the SABI database, taking 1 year after the survey data was collected to guarantee
the previous influence of HC, altruism, and FF on the firm’s performance.

We controlled for firm size using the firm’s total assets. We also controlled for the
age of the company; the number of generations that the family had been involved in the
FF, and the effect of having a family CEO, by including a dummy variable equal to 1 if
the CEO was a member of the family and equal to 0 otherwise.

Results
Key Results
We carried out a CFA of the key latent factors, HC, and altruism of firm employees. We

eliminated items with factor loadings below 0.6. Table 2 presents the final items included
in the latent constructs. In the final model, all standardized coefficients were higher than
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Table 2 Factor loadings for human capital value and uniqueness items

Item/factor Factor loadings
Value (AVE: 0.610; CR=0.945) 0.809
Human resources (managers and employees) in your company:
HI ...contribute to the development of new market/product/service opportunities 0.704
H2 ...help minimize costs of production, service, or delivery 0.668
H3 ...directly affect customer satisfaction 0.796
H4 ...are an essential asset in the organization 0.785
HS ...are instrumental for creating innovations. 0.784
H6 ...enable our firm to provide exceptional customer service. 0.841
H?7 ...develop products/services that are considered the best in our industry 0.716
HS ...directly affect organizational efficiency and productivity 0.775
H9 ...enable our firm to respond to new or changing customer demands 0.852
H10 ...are instrumental for making process improvements 0.835
HI11 ...are needed to maintain high-quality products/services 0.814
Uniqueness (AVE:0.546; CR=0.877) 0.878
H12 ...are unique to our organization 0.649
H13 ...are developed through on the job experiences 0.571
H14 ...are customized to our particular needs 0.752
HI15 ...are difficult to substitute for other organizational resources obtaining the 0.756
same benefits
H16 ...distinguish us from our competition 0.824
H17 ...would be very difficult to replace 0.845
Altruism (AVE:0.610; CR=0.886)
Al People help those who have been absent from work for any reason 0.634
A2 People in the organization help those with a lot of work 0.783
A3 People help the new workers to integrate even when they are not required to 0.738
A4 People want to help those who have problems with their work 0.839
A5 People in the organization are always ready to lend a hand 0.888

N=105. All factor loadings are significant at the 1% level. RMSEA (root mean square error of approxi-
mation) = 0.106 (90% CI: (.093, .119)); SRMR (standardized root mean square residual)=0.069; CFI
(comparative fit index) = .854; TLI (Tucker—Lewis index) =.836. In bold second-order coefficients.

0.64 and highly significant (Table 2), on average 0.779 for the value of HC, 0.733 for that
of uniqueness, and 0.776 for that of altruism. Even though the RMSA was slightly over
the limit, other indicators suggest an acceptable fit. For instance, the normed chi-square
was 2.18, which indicates a good fit. We also calculated the average variance extracted
(AVE) from each of the three latent factors. The AVE was equal to 0.610 for value,
0.546 for uniqueness, and 0.610 for altruism. All of them were higher than 0.5, indicat-
ing that the proportion of variance explained by the factors is higher than the variance
due to measurement error (Carr et al., 2011). The composite reliability (CR) for the two
dimensions of HC was 0.945 (for value) and 0.877 (for uniqueness), while it was 0.886
for altruism. The three calculated CRs were far above the required threshold of 0.7. The
correlation between both dimensions was 0.710 (p=0.000), which was relatively high and
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significantly different from zero, suggesting that both are different but are also dimensions
of the same construct. Additionally, the confidence interval did not include the value of
1. Our results are in line with the literature regarding the validation of this scale, indi-
cating that the HC scale has both convergent and discriminant validity. The correlation
between HC and altruism was 0.32 (p-value=0.003), with a confidence interval that did
not include zero.

Given that there were a few latent variables, we have preferred the use of Struc-
tural Equations Models rather than regression analyses as in these cases SEM is
more reliable. We ran four structural equation models to test our two hypotheses
(Figs. 1 and 2 and Table 3). We considered HC and altruism models separately
because the correlation between them was high and it could have produced multicol-
linearity problems, particularly when we introduced the interaction effect.

The coefficients associated with family involvement in management in the base models
are nonsignificant, suggesting that family involvement does lead to higher levels of firm
performance (Table 3 and Figs. 1 and 2). The results also showed that both HC and altru-
ism positively affect firm performance (see models 1 and 3 in Table 3). Interestingly, we
also found that older wineries seem to perform better than younger ones.

Our structural equation models 2 and 4 (Figs. 1 and 2) analyze the moderating
effect of family involvement in management on the relationship between the two key
variables, HC and altruism, and firm performance. Both models fit the data well.
The root mean square error of approximation (RMSA) was in both cases slightly
over the limit but still acceptable, particularly given that other fit indexes are well
within the acceptable ranges (CFI of 0.816 and 0.888 and TLI of 0.795 and 0.851,
for the HC and altruism models, respectively).

The moderating effect of family involvement in management on the relationship
of both HC and altruism was found to be statistically significant in the two mod-
els considered (Table 3 and Figs. 1 and 2), supporting our hypotheses, although
in the case of HC, it had to be accepted the 10% level. To analyze this effect in
greater depth, we drew up graphs on both interactions for high and low levels of
the moderator (Figs. 3 and 4), where high (low) levels of the moderator correspond
to the mean plus (minus) one standard deviation. The results presented in Table 3
and Figs. 1 and 3 show that for low values of HC, firms with high family involve-
ment in management outperform those with low family involvement. The same
occurs for low values of altruism (Table 3 and Figs. 2 and 4), firms with high family
involvement in management present higher performance than firms with low family
involvement. As expected, when the HC and altruism among employees rise, the
performance also increases, and the difference between the performance of FF and
non-family firms decreases (Figs. 3 and 4). When HC is high, firms with a lower
family involvement in management outperform those with a higher family involve-
ment, as predicted in hypothesis 1. On the contrary, firms with a low family involve-
ment present a similar performance to those with a high family involvement when
altruism is high, suggesting that non-family firms resemble family firms when their
members are highly altruistic.

We tested multicollinearity in all models by analyzing the Condition Number for
the Information Matrix. In all cases, this number was far from the threshold level.
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FAMILY INVOLVEMENT Family CEO

Fig. 1 Structural equation model. Includes the moderating effect of family involvement on the relation-
ship between HC and firm performance (for simplicity, we have omitted in this figure the items corre-
sponding to the latent variables)

Firm size
0.026
0.057 Generations
ALTRUISM 0.29‘2 * PERFE)II;RI\I\;[ANCE 020w | Age
-0.137 *
0.072 0.142
FAMILY INVOLVEMENT Family CEO

Fig.2 Structural equation model. Includes the moderating effect of family involvement on the relation-
ship between altruism and firm performance (for simplicity, we have omitted in this figure the items cor-
responding to the latent variables)

Robustness Tests

As a robustness test!, we ran a new model where we used the percentage of family
ownership as a moderator of the relationship between HC and altruism and firm per-
formance. Interestingly, we could not completely support our previous result. While
we did this as a robustness test, the non-significance of the results supports the idea
that it is not merely family ownership what makes a firm have a unique behavior but
the actual involvement of the family in the management of the firm. This finding is

! Results available upon request of the reviewers.
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