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Abstract: Even though family firms are characterized by an overlap between the
family and business systems, family business research has focused separately
on how family firms compete (i. e., strategic behavior) and how families are
involved their firms (i. e., types of family orientation). With the aim of closing
this research gap, we draw on the heterogeneity principle of family firms and the
equifinality principle of the configurative approach to conjecture that family
firms can successfully adjust their strategic behavior and family business
orientation in a variety of ways to enhance their likelihood of survival. We
follow a sample of Spanish family firms over an 11-year period (2004-2015) to
test our model. Based on the Kaplan—Meier survival estimator and the Cox
proportional hazard model, we find that survival likelihood is higher when firms
combine a differentiation strategy with a business-first or a family-enterprise-
first orientation or when firms follow a low-cost strategy with a family-first
orientation.
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1 Introduction

Any firm that strives to survive has to define its strategy by considering its market
domain and non-market domain. In the market domain, firms compete to position
their products and services in a particular sector, whereas in the non-market
domain, firms establish their social, political, and familial actions toward sup-
porting their overall strategy. In this sense, firm survival depends on firms’ ability
to find their competitive position in relationship to their competitors (Porter 1979)
while managing their social, cultural, political, and legal contexts (Baron 1995) to
achieve their overall goals. The market and non-market domains have to be
aligned to develop firm competitive advantages in the long term. Although both
domains are important in any firm strategy, to our knowledge, no previous studies
have analyzed firm survival by considering how firms combine market and non-
market domains in their overall strategic behavior.

To address the aforementioned research gap, we focus our investigation on
family firms, which are a unique type of firm due to the family specificities related
to the non-market domain. Family firms have to integrate economic aspects linked
to the market and emotional aspects linked to the family. Therefore, the family
itself represents a specific non-market arena that family firms have to take into
consideration when formulating their strategies to the type of family—business
relationship. For instance, owners and managers in family firms have to deal with
market issues (i. e., how to position the firm in the market in which it competes) and
non-market issues, such as family emotions, interest, expectations, and intentions
(i. e., how to position the firm within the family context) (James et al. 2020).
Stemming from the market (Porter 1985) and non-market (Mellahi et al. 2016)
strategy literature and following Rau’s (2013) debate about emotions preventing
family firms survival, we propose that family firms’ likelihood of survival depends
on how they strategically adjust the market and non-market domains to exploit
competitive advantages and survive longer.

Specifically, we position our hypotheses using the configurative approach
(Meyer, Tsui, and Hinings 1993), particularly the equifinality principle, which sug-
gests that there are multiple unique configurations that can result in maximum
performance. We propose that family firms increase their likelihood of survival by
pursuing a differentiation or a low-cost strategy without being stuck in the middle
and by developing a family-enterprise-first orientation instead of a more extreme
position (i. e., family-first orientation or business-first orientation). Drawing on the
resource-based approach, we theorize that family firms can exploit the benefits of
having a generic strategic orientation by leveraging it with specific competitive
advantages embedded in the family—business relationship (e. g., emotional capital,
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patient capital, family social network, and human capital, among others) to balance
the emotions that bind the business and family systems (Labaki, Michael-Tsabari,
and Zachary 2013b). The importance of the family domain lies in the fact that the
family’s footprint in the firm guarantees certain characteristics, such as a long-term
perspective (Lumpkin and Brigham 2011), the intention to transfer the firm from one
generation to another (Aparicio et al. 2017), and a strong non-economic meaning of
the firm (Williams et al. 2019), all of which strengthen family firms’ resilience ca-
pacity to support one of Porter’s generic competitive strategies.

To test our model, we follow a Spanish sample of family firms over an 11-year
period (2004-2015). The case of Spain is particularly important because the
Spanish economy relies on small and medium family firms (Corona 2018), and
during the period under analysis, the country suffered severe economic turmoil
due to the international financial crisis and the collapse of the construction sector
resulting from a speculative bubble after several years of extreme growth. We use
the Kaplan—Meier survival estimator and the Cox proportional hazard model in our
empirical analyses and find that survival likelihood is higher when firms combine a
differentiation strategy with a business-first or a family-enterprise-first orientation.
Additionally, we find evidence that if firms follow a low-cost strategy, their like-
lihood of survival is higher when they combine it with a family-first orientation.
Any other combination leads to a lower survival rate.

Our article makes several contributions. First, by using the configurative
approach, our article contributes to understanding family firm heterogeneity by
addressing two existing limitations. On the one hand, while most of the family
business studies have focused separately on family aspects, such emotions (Lab-
aki, Michael-Tsabari, and Zachary 2013b), or business aspects, such as corporate
governance, to approach family heterogeneity, we holistically combine both the
market and non-market domains to create a taxonomy of family firms from the
strategic point of view. On the other hand, current research on family firm het-
erogeneity has focused on classification without considering its consequences for
performance (with the exception of Basco and Pérez Rodriguez 2011). However, our
study relates heterogeneity and firm survival, thereby addressing the called made
by Rau (2013) to better understand the consequences of emotions in family firm
survival. In this sense, our article moves the current debate beyond traditional
objective and subjective financial performance measures by providing new evi-
dence about firm survival (as a specific measure of firm performance), which is a
central topic in business research (e. g., Ferragina, Pittiglio, and Reganati 2014;
Littunen 2000) but has hardly been studied in the family business field (Colli 2012).

Second, our article also makes an inverse contribution (Perez Rodriguez and
Basco 2011) to the strategic management research field by addressing the existing
call for further integration of both the market and non-market strategic approaches
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(Baron 1995) to better understand overall firm strategy and its effect on firm sur-
vival. In this sense, from the theoretical point of view, our article leverages the
family-business relationship as a non-market strategic domain that family firms
have to consider and combine with the market domain when tailoring their stra-
tegic behavior. This provides another lens to interpret and analyze family’s role in
business from the strategic management perspective.

2 Theoretical Framework
2.1 Firm Strategy in the Family Firm Context

Firm strategy is formed by two different domains: the market domain and the non-
market domain. First, for the market domain, for the market domain, firms
establish a position in the market for their products and services by determining
their competitive advantages (Porter 1980). Second, for the non-market domain,
firms establish their social, political, and familial actions to connect their firms
with the environment (Baron 1995) to support firm competitiveness. Firm perfor-
mance and survival depend on how firms tailor both the market and non-market
domains to create firm value. However, both domains are highly dependent on the
nature of the firm, which varies depending on the types of affiliations among the
individuals who form the dominant coalition in a firm (Cyert and March 1963). In
family firms, these affiliations are made of family ties, thereby distinguishing
family and non-family firms’ and influencing the approach each needs to take to
the market and non-market domains.

In family firms, emotions bind the family and business systems (Labaki,
Michael-Tsabari, and Zachary 2013b), and family involvement in business
ownership, governance, and management shapes these firms’ strategic behavior
(Astrachan 2010) because family participation introduces new values, preferences,
and expectations that are transferred into a combination of family-oriented and
business-oriented goals (Basco 2017). That is, family firms make strategic decisions
that have to satisfy not only economic goals but also family aspirations and social/
community aspirations, which have a strong emotional component (Labaki,
Michael-Tsabari, and Zachary 2013a). Therefore, in the family firm context, firm
strategy has to take into account the market domain and the specific non-market
domain related to the family. While a market strategy is necessary to position firms
within an industry in relation to competitors, a non-market strategy is necessary to
position firms within their main stakeholder group. In the family firm context, this
main stakeholder group is the family. Next, we theorize about both strategic do-
mains in the context of family business and their relationship with firm survival.
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2.2 Market Domain (Market Strategic Orientation) and Family
Firm Survival

In the field of strategy management, Hall (1980) and Porter (1980) identified
generic strategies that any firm can follow to succeed by creating a profitable and
sustainable position within the sector in which the firm competes. While a low-cost
strategy is characterized by firms competing on cost advantages (i. e., when a firm’s
cost of production or service is lower than its competitors), a differentiation
orientation is characterized by firms competing on delivering a unique product or
service. The importance of each of these generic strategies lies in firms’ ability to
exploit their competitive advantages while defining their position in relation to five
forces driving industry competition: threat of new entrants, supplier power, rivalry
among existing firms, buyer power, and threat of substitute products (Porter 1980).
Traditionally, generic strategic orientations have been related to firm performance
(Leitner and Giildenberg 2010) and survival.

Porter (1985, 1990) argued that the combination of low cost and differentiation
is unlikely to produce a sustainable competitive advantage in the long term. A
firm’s likelihood of failure, defined as a cease in business operations, from being
stuck in between a low-cost and a differentiation strategy is high because of “the
blurred corporate culture and a conflicting set of organizational arrangements and
motivation systems” (Porter 1980, 41). As such, firms should decide between one of
the two generic strategies to build their competitive advantages, be profitable, and
survive (Hall 1980) (there are only a few circumstances under which firms could
pursue both strategies simultaneously [Hill, 1988]). The assumption of equifinality
incorporated into the configurative approach (Doty and Glick 1994; Meyer, Tsui,
and Hinings 1993) implies there are multiple strategic configurations that can
result in maximum performance and survival (see Figure 1). Therefore, considering
that Porter’s generic competitive strategic principles can be applied to any firm,
and specifically to family firms, our first hypothesis is as follows:

Hypothesis 1. While firms following a differentiation strategy or a low-cost strategy
have a higher likelihood of survival, firms that are stuck in between these two
strategies have a higher likelihood of failure.

2.3 Non-Market Domain (Family Business Orientation) and
Family Firm Survival

In firm strategy studies, the non-market domain refers to a firm’s pattern of actions
to improve its performance and survival by managing its social, cultural, political,
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Figure 1: The market domain and family firm survival.

and legal contexts (Baron 1995; Lux, Crook, and Woehr 2010). Traditionally, aca-
demics have suggested that the non-market domain approach has two main as-
pects: corporate social responsibility and corporate political activities (Mellahi
et al. 2016). The former refers to social actions that are not directly related to the
competitive firm environment but benefit society in general or a particular group of
stakeholders. The latter refers to those actions needed to manage and influence
institutions and political actors (Hillman, Keim, and Schuler 2004; Lux, Crook, and
Woehr 2010). That is, the non-market domain focuses on those contexts that are
not directly related to the market itself (i. e., where firms compete) but are directly
or indirectly connected to the market and can boost or hinder firm performance
and the likelihood of firm survival. However, there is one missing societal insti-
tution that the institutional logic approach (Thornton and Ocasio 2008) claims is
important but has hardly been studied in non-market strategy research: the family
(Feinberg, Hill, and Darendel 2015).

The family is a particular firm stakeholder and actually comprises the eco-
nomic context for the vast majority of firms worldwide (Basco 2018). Family firms—
those firms with family members involved in firm ownership, governance, or
management—have to develop links with their respective family because the
family is the source of their competitive advantages (Barros, Hernangémez, and
Martin-Cruz 2016). These competitive advantages materialize though family
emotional capital (Labaki, Michael-Tsabari, and Zachary 2013b), family social
capital (Huybrechts et al. 2011), and patient financial capital (Sirmon and Hitt
2003) which affect firm performance (Mazzi 2011) by creating firm value. The
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relationship between the firm and family systems depends on the family’s influ-
ence in the firm and on the firm’s orientation toward the family. That is, this
relationship depends on the extent to which the firm adapts to family demands;
adheres to family institutional logics, which are rooted in emotions; secures crit-
ical resources for and from the family; and handles market, community, and family
institutional contradictions (Basco 2019).

How the firm is positioned toward the family has implication for firm perfor-
mance (Dyer 2018) but may also have implications for firm survival (Rau 2013). We
argue that family firm survival may vary with different types of orientations (i. e.,
the non-market domain) toward the family because the dominant coalition con-
trolling the firm has specific goals and expectations (Basco 2017; Kotlar and De
Massis 2013). The family’s influence on the firm can be seen as a continuum
between high family influence and weak family influence in decision making
related to succession, human resources, and governance where emotions define
the association between the family and business systems.

On the one hand, when the family’s influence is high, the family firm is more
focused on family aspects related to satisfying family demands, needs, and ex-
pectations than on business aspects related to customers, technology, and
competition (Basco 2019). Family firms with high family influence correlate to the
enmeshed family business archetype proposed by Labaki et al. (2013b). In these
firms, the boundaries between the family and business systems are blurred,
allowing a high transference of resources and emotions that in turn affect decision
making. In addition, these firms’ human resource practices, such as entry, pro-
motion, compensation, and succession activities, are often based on nepotism and
different treatment among employees (Daspit, Tim Barnett, and Long 2018; Jen-
nings, Dempsey, and James 2017), which creates a management entrenchment
(Randolph, Wang, and Memili 2018) philosophy. Further, such firms’ boards of
director are subjugated by the family’s influence (Poza 2010). In this context, firm
survival is threatened because such firms lack the necessary business orientation
in their decision making.

On the other hand, in family firms with low family influence, the firm becomes
an economic investment with less social and emotional attachment (Bjérnberg and
Nicholson 2012; Pieper 2010). In terms of Labaki, Michael-Tsabari, and Zachary’s
(2013b) archetypes, family firms with low family influence correlate to the disen-
gaged family business. Economic rationality dominates these firms’ decision
making, and skill, ability, and experience are important aspects for both family
and non-family members in defining entry, promotion, compensation, and suc-
cession policies. Further, these firms’ boards of directors perform traditional board
tasks related to control, services, and networking while avoiding family interfer-
ence (Lohe and Calabro 2017). In this context, the family is less committed to firm
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continuity (i. e., less likely to survive) if its economic investment goal is no longer to
produce expected profits.

Therefore, based on the aforementioned arguments, we propose that the
likelihood of firm survival is lower when family firms have an extreme family
orientation—namely, either a family-first orientation or a business-first orientation
(see Figure 2). In sum, when family firms follow a family-first orientation, the
importance of family issues may put the focus of the firm on family dynamics,
causing the firm to business-related decision making. On the contrary but with the
same expected effect, when family firms follow a business-first orientation, family
attachment to the firm is low, which jeopardizes the resources and capabilities that
the family may create or leverage for the firm, thereby undermining family firms’
competitive advantages.

However, between these extremes (business-first and family-first orienta-
tions), there are family firms that attempt to balance the family and business
orientations (Poza 2010). Family firms with an intertwined relationship between
the family and business systems are likely to force family owners and managers to
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Figure 2: The non-market domain and family firm survival.
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maintain the firm as a living entity due to the large amount of economic, social, and
emotional endowments the family has invested in the firm (Morgan and Gomez-
Mejia 2014). In the context of a balanced family business orientation, which cor-
relates to a balanced family business archetype (Labaki, Michael-Tsabari, and
Zachary 2013b), the family may be more willing to develop survival capital (Sirmon
and Hitt 2003) to commit to a long-term orientation. While the firm provides the
family cashflow to meet family members’ needs (Aparicio et al. 2017), helps con-
nect the family with the community (Reay, Jaskiewicz, and Hinings 2015), and
develops the family’s identity by strengthening family traditions (Gurrieri 2008),
the family creates unique resources that are not easy to imitate (Habbershon and
Williams 1999). Therefore, the firm itself is not only an economic investment but
also an emotional and social investment (Astrachan and Jaskiewicz 2008). In this
sense, the economic link between family and business and the social connection
between family, firm, and community create the ideal conditions to increase the
likelihood of long-term survival (see Figure 2) because of the family’s commitment
toward the firm. Therefore, we posit the following:

Hypothesis 2. While firms following a family-enterprise-first orientation have a
higher likelihood of survival, firms positioned in one of the extremes (i. e., a family-
first or a business-first orientation) have a higher likelihood of failure.

2.4 Market Domain, Non-market Domain, and Family Firm
Survival

Applying the configurative approach—that is, the “multidimensional constellation
of conceptually distinct characteristics that commonly occurs together” (Meyer,
Tsui, and Hinings 1993, 1175)—we argue that family firm survival depends on firms’
ability to adjust their strategic market and non-market domains to generate
competitive advantages. Following the arguments developed in the aforemen-
tioned sections regarding survival by considering the strategic behavior and family
business orientation independently, when combining market and non-market
domain the competitive advantages for survival lie in pursuing either differenti-
ation or low-cost strategic behavior and a family-enterprise-first orientation at the
same time (see Figure 3).

In the context of family firms, the main debate about strategic orientation has
focused on the need to find a link between idiosyncratic family characteristics and
different forms of generic strategic behavior (e. g., Daily and Thompson 1994;
Gudmundson, Hartman, and Tower 1999). Existing research has found that the
most common dimension characterizing family firms with both differentiation and
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Figure 3: Adjustments to the market and non-market domains and family firm survival.

low-cost strategies is the reputation orientation (Basco 2014). This orientation
emerges from the family’s influence on the firm and reflects the family firm’s
competitive advantages, such as the family’s image in the industry and the family’s
close relationships with customers and suppliers (e. g., Pongelli, Calabro, and
Basco 2018). Regardless of whether family firms follow a differentiation strategy or
a low-cost strategy, their reputation in their industry and with customers is an
important issue for their strategic position. The association between the family and
business systems makes it difficult to separate the identities of both systems. For
instance, the family name linked to the firm and the involvement of the family and
the firm in their geographical context often causes family firms to persist at any
cost because the cost of exiting is not only economic but also emotional and social
(Binz Astrachan and Botero 2017).

The aforementioned empirical studies have shown that family influence may
help firms support their generic market strategies. Firms that combine a differ-
entiation strategy or a low-cost strategy with a family-enterprise-first orientation
may survive longer because of two conditions. First, they have a dominant strategy
(i. e., a low-cost or a differentiation strategy) and are thus not stuck in the middle
between both generic strategies, which is the first premise in Porter’s generic
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competitive strategic model (Porter 1985). Second, a balanced orientation between
the family and the business helps firms leverage specific family resources and
capabilities (Sirmon, Hitt, and Ireland 2007) in parsimonious, personalized, and
particular ways (Carney 2005), thereby supporting their generic market strategies.

There are three important mechanisms for leveraging resources: mobiliza-
tion, coordination (Sirmon and Hitt 2003), and learning (Barros, Hernangomez,
and Martin-Cruz 2016). In terms of mobilization, family firms with a family-
enterprise-first orientation tend to create strong steward-type relationships
among stakeholders (Corbetta and Salvato 2004). Their decisions are based on
either what the family needs and feels (i. e., emotions) (Labaki, Michael-
Tsabari, and Zachary 2013b) or on what the family and the firm bring to each
other as well as on what the family and the firm need from each other to keep
the whole system healthy (Basco and Pérez Rodriguez 2011). A family-
enterprise-first orientation makes firms less rigid in their strategic actions
(Sirmon, Jean-luc Arregle, and Webb 2008) and increases their ability to
overcome internal and external threats. This means that the family is
emotionally attached to the firm and puts forth significant effort to keep the
firm alive even when circumstances (e. g., external circumstances, such as an
economic crisis) do not yield adequate economic returns (i. e., patient capital
and long-term vision) (Discua Cruz et al. 2019). Families mobilize in a specific
way. For instance, when facing the risk of losing family endowments (e. g.,
under a period of financial crisis), families adjust their cash requirements and
coordinate their slack resources more efficiently to support their long-term
commitment, making family firms more durable and resilient during disruptive
economic shocks compared to non-family firms (van Essen et al. 2015).

In terms of coordination, having a family-enterprise-first orientation may lead
the family to make synergistic adjustments to coordinate resources and capabil-
ities that support a differentiation strategy. For instance, this orientation may help
family firms focus on customer needs, be close to customers to anticipate their
behavior, and be flexible to adapt to external changes conditions (i. e., resilience
capacity) (Acquaah, Amoako-Gyampah, and Jayaram 2011; Conz and Magnani
2019) in order to leverage a differentiation strategy. On the other hand, having a
family-enterprise-first orientation also may also lead to synergistic adjustments to
coordinate resources and capabilities that support a low-cost strategy. For
instance, this orientation may help family firms develop a long-term vision to
invest in internal economies of scales, exploit their location (e. g., close to raw
materials) based on their historical local roots and proximity, adjust family de-
mands to re-invest in the firm, and transmit knowledge from one generation to
another to maintain the firm’s competitive advantages related to learning in order
to leverage a low-cost strategy.
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Finally, in terms of learning, family firms are well equipped to develop a set of
mechanisms that are unique and difficult to replicate resulting from family prac-
tices and experimentation (Barros, Hernangémez, and Martin-Cruz 2016). In this
sense, family firms are able to accumulate, integrate, and codify knowledge, which
they can then use in their generic market strategy (either differentiation or low-cost
strategies). However, what makes family firms different from other firms in terms of
learning is their ability to preserve their socio-emotional wealth, which creates the
pre-condition for their survival. Family firms’ strategic orientation is driven and
supported by traditional learning mechanisms (e. g., learning curve) but is also
tied to their desire to preserve the family—business relationship across generations.
This intention facilitates the family’s commitment (Basly and Saunier 2019),
identity (Vincent Ponroy, Lé, and Pradies 2019), entrepreneurial spirit, corporate
entrepreneurship (Basco, Calabrd, and Campopiano 2018), and psychological
ownership (Elsbach and Pieper 2019), creating specific conditions for learning
across generations.

Therefore, our third hypothesis is as follows:

Hypothesis 3. While the combination of a family-enterprise-first orientation and
either of the two generic strategies (i. e., a differentiation strategy or a low-cost
strategy) increases family firms’ likelihood of survival, any other combination
increases family firms’ likelihood of failure.

3 Research Method
3.1 Data Collection

We used the Spanish context to test the proposed survival model for two main
reasons. First, Spain is representative of the Latin European culture (Gupta and
Levenburg 2010), in which the family serves as an important social and economic
actor (Colli, Pérez, and Rose 2003) that affects economic activities. Second, Spain
suffered one of the most dramatic economic and financial crises in 2008, which
jeopardized firm survival as an external economic shock. The data for this research
came from a unique study on Spanish family firms. Because our study focuses on
family firms and there is no directory of family firms in Spain, we identified the
universe of family firms based on an ex-post analysis. Family firms are those that
met at least one of the following two criteria based on the premise of “family
participation in business”: 1) at least 51% of firm ownership is in the hands of
members of the same family and/or 2) more than one family member works on the
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board or in management positions. Regarding firm size, firms with 50-500
employees were chosen’ (other studies consider similar ranges for small- and
medium-sized firm, such as Leitner and Giildenberg [2010]).

In 2004, the aforementioned criteria were applied to two databases: Sistema
de Analisis de Balances Ibéricos (SABI) and Dun & Bradstreet (DUN). From an
original dataset of 16,000 Spanish firms in the chosen size range, 4450 firms met
our criteria®. The sample design was structured with two strata: sector of economic
activity and the autonomous community (i. e., first-level political division of
Spain). In total, 732 firms responded to the telephone survey’ (mainly CEOs or
board members) between July and October 2004—a rate of 16.45%, which is similar
to other studies in the Spanish context (e. g., Arosa, Iturralde, and Maseda 2010). A
chi-square analysis and student analysis confirmed that there were no significant
differences between the sample and the population in relation to the sector of
economic activity, location, or number of employees, suggesting that non-
response bias was not present.

After receiving the questionnaires, we scanned all information to ensure
that the firms met our requirements regarding size, sector, and family char-
acteristics and that we had the complete economic and legal information from
second sources. We dropped 26 firms from our initial sample because of
missing economic information (financial statement). We were able to obtain
reliable secondary information for 694 firms, which constitute our final sample
for this article. We followed these family firms during the 2004-2015 period.
Every year (end of the calendar year), we checked their legal situation. In
Spain, all information about firms’ legal status is registered in the Registro
Mercantil Central (Central Corporate Register, a governmental office), and this
information is public.

1 The choice of firm size ranged from 50 to 500 employees. Based on existing research, the selected
size best achieves our goal of measuring the internal activities that represent the family—business
relationship. Large family firms (more than 500 employees) have formal bodies both in the
business and in the family and therefore separate the family from the business relationship,
thereby limiting the opportunity to explore relational links. In smaller firms (with fewer than 50
employees), the internal working processes that we used to measure the family—business rela-
tionship are, in many cases, not fully developed.

2 We conducted an exhaustive review of ownership, boards of directors, and management
composition based on name and surname. The system of surnames in Spain makes it possible to
identify family relationships because women never take their husband’s surname, whereas chil-
dren take both their father’s and mother’s surnames.

3 The telephone survey was administered by a professional Spanish research firm to ensure
quality and reliability.
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4 Measures

4.1 Dependent Variable

4.1.1 Survival/Failure

We analyzed the status of all firms in our database from 2004 to 2015. We used
different sources to perform this task: SABI/Amadeus database and the official in-
formation that firms provide to the Spanish Central Corporate Register. This
approach helped us classify firms in terms of failure (i. e., inactive, dissolved, extinct)
and non-failure (i. e., active in their status or in the process of going through
bankruptcy or making arrangements with creditors). In Spain, bankruptcy is the
legal status for those firms that cannot repay their debts. Bankruptcy is imposed by a
court order in a judicial process (Ley 22/2003, 9 July; Real Decreto Ley 3/2009, 27
March; Ley 38/2011, 10 October). In some cases, bankruptcy status precedes disso-
lution but not necessarily because many firms find a solution with their creditors
during the bankruptcy process. Dissolved status is the period of liquidation that
happens if one of the following legal reasons apply (based on Spanish law): 1) the
board of directors agrees to firm dissolution during the legal period established by
firm statutes or it is impossible to continue firm activities, 2) there are losses in the
firm’s financial statements that make the net assets reduced to half of the social
capital, 3) there is a reduction in social capital to below the legal limit, 4) the firm
undergoes a merger or split, or 5) there are specific reasons included in the statutes of
the firm. A dissolved company will retain its legal personality as the settlement takes
place. During this time, the company needs to use the expression “settlement sta-
tus.” Therefore, during the settlement period, the company will continue to have tax
duties. “Extinct status” emerges when the firm is dissolved and the settlement
process is finished, and this means that the firm is not a legal entity anymore.
Therefore, we created a dummy variable called survival that takes the value of 1 for
those firms that were inactive, dissolved, or extinct; otherwise, the variable takes the
value of 0. For the variable time to event, we recorded the number of years from 2004
until the event occurred or until the end of the period of analysis.

4.2 Independent Variables

4.2.1 Non-Market Domain

To measure family business orientation, we used Basco and Pérez Rodriguez’s
(2009) scale to identify firms’ family business orientation in four main areas: board
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of directors, human resources, succession, and strategic process. Family business
orientation was measured only once during 2004 using the survey questionnaire.
All constructs were measured on Likert-type scales with a five-point response
format. A separate principal components analysis was used to define the factors for
each area (Hair et al. 2010). For each main area, we obtained two factors that
capture family orientation and business orientation. Items that loaded on a factor
ataround 0.50 or above were analyzed for reliability. Six of the eight factors (areas:
strategic process, board of directors, and succession) had Cronbach’s alpha co-
efficients above 0.80, which is very good according to generally accepted stan-
dards (Hair et al. 2010). With these eight factors (see Table A2 in the appendix), we
grouped firms using a K-mean clustering analysis. We obtained four groups of
family firms: family-enterprise first (where decision making is based on both the
family and business, and both are equally important), business-first (where de-
cision making is based on what the business needs to compete successfully in the
marketplace), family-first (where decision making is based on what the family
needs), and immature (where neither business nor family needs are prioritized in
decision making). For more information about this classification, see Basco and
Pérez Rodriguez (2011).

4.2.1 Market Domain

We adapted the scale used by Robinson and Pearce (1988) to capture firm stra-
tegic orientation. Items on this scale combine the typologies of Miles and Snow
(1978), Hofer and Schendel (1978), Porter (1980), and other studies, such as
Bourgeois III (1980), Dess and Davis (1984), and Hambrick (1980). The items were
measured on a five-point Likert-type scale (ranging from “not used” to “widely
used”). An exploratory factorial analysis was carried out to determine the un-
derlying factor structure, and a varimax rotation and eigenvalue-one criterion
were used to determine the number of factors. Four factors emerged (see Table A2
in the appendix) and were named based on our interpretation and following the
current literature (e. g., Birley and Westhead 1994; Campbell-Hunt 2000; Herron
and Robinson 1993; Kim and Choi 1994): marketing orientation, innovation and
development orientation, reputation orientation, and low-cost (efficiency)
orientation. Strategic orientation was measured only once during 2004. A K-mean
clustering analysis of four strategic orientation factors was used to classify family
firms. The aim of this procedure was to analyze the family firms’ strategic
orientation. We obtained four groups of family firms that combine different
strategic orientations: low-cost strategy, differentiation strategy, marketing
strategy, and no clear strategy. For more information about this classification, see
Basco (2014).
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4.3 Control Variables

Four control variables were included in this study to account for other factors that
could affect firm survival. First, the size of the firm could affect survival since small
firms suffer from the liability of smallness (Mellahi and Wilkinson 2004). There-
fore, we also controlled for firm size using the number of employees in 2003. On the
other hand, the liability of newness may also affect firm survival. To capture this
effect, we considered firm age by taking into account the time passed since firm
formation to 2003. Additionally, we controlled for firm performance as past
research has shown that poor performance is a determinant of firm survival (Ooghe
and De Prijcker 2008). For this variable, we took return on assets (ROA) in 2003.
Finally, the sector in which firms operate could be affected by external shocks,
specifically during economic and financial crises.

4.4 Hypothesis Testing

To examine whether firms’ likelihood of survival is invariant to family business
orientation, strategic behavior, and the combination of both (Hypotheses 1, 2, and
3), we used Kaplan-Meier survival analysis. Kaplan—Maier analysis allowed us to
compute survival probability (i. e., the cumulative probability of a firm remaining
in the market). Additionally, we conducted a log-rank homogeneity test to check
for differences in survival rates, taking into consideration groups created based on
type of family business orientation (Hypothesis 1), groups created based on stra-
tegic behavior (Hypothesis 2), and the adjustment of both dimensions (Hypothesis
3). Specifically, the log-rank test was used to examine the hypothesis that there is
no difference in survival times among groups. However, the Kaplan—Meier survival
function does not control for other factors that may affect firm survival. To estimate
the effect of our main relationships adjusted for the other variables, we relied on a
multivariate analysis (Kleinbaum and Klein 2012).

Specifically, we used Cox survival analysis to model the hazards of family firm
failure (Cox 1972) and to further explore the relationship among our different firm
classifications. The Cox proportional hazard model is a robust technique for
hazard-rate analysis that does not place restrictive assumptions about the precise
nature of a hazard’s probability contributions. This technique estimates the in-
fluence of explanatory variables on the hazard of firm failure without specifying a
parametric form for the precise time to failure. That is, it does not impose any
distributional assumptions on the data. The proportional hazard regression model
is as follows:
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h(t/X,) = h() (t)exp (ﬁlXil +B2Xi2~' + BkXik)'

This equation states that the hazard (h) of a family firm at time ¢ is the product
of a baseline hazard hy(t), which is left unspecified except that it must be non-
negative and an exponentiated linear function of k explanatory variables. An
important feature of this equation, which concerns the proportional hazard
assumption, is that the baseline hazard is a function of ¢ but does not involve
the Xs. In contrast, the exponential expression shown here involves the Xs but
does not involve t. The Xs here are called time-independent Xs (Kleinbaum and
Klein 2012). We tested for the necessary assumption of proportionality (Han
and Hausman 1990) and found no evidence of the assumption being violated.
Additionally, we used the time-dependent variable approach to test the pro-
portional hazards assumption. To apply this approach, it is first necessary to
test if the relationship between the hazards for the terminating event and time
is not dependent on the level of the covariates. If the assumption is violated,
the relevant interaction terms should be included in the final Cox regression
model (Tabachnick and Fidell 2007). In our case, the variable “construction x
time” is significant, so we introduced this interaction term in the Cox analysis
as a control variable.

5 Results
5.1 Descriptive Statistics

Table 1 presents the descriptive statistics for the key variables used in the survival
analysis. The distribution of the family firms in each family business orientation
group is as follows: 35.4% of them are family-first firms, 29.5% are family-
enterprise-first firms, 22.9% are business-first firms, and 12.1% are immature firms.
On the other hand, the classification based on the firms’ strategic behavior is as
follows: 18.9% of them are in the low-cost strategy group, 22.0% are in the mar-
keting strategy group, and 34.3% are in the differentiation strategy group. The
remaining 24.8% do not have a clear strategic orientation (stuck in the middle). On
average, the firms tracked for the 11 years survived approximately 10 years. In
2004, the variable number of employees shows a skewed distribution toward the
left, which is also reflected by the fact that 73.6% of the firms have fewer than 110
employees (mean of the variable is 110.3). Sampled firms have an average age of
25.5 years and an ROA of 4.80. Table 2 displays all the pairwise correlation co-
efficients between the variables under analysis.
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Table 1: Descriptive statistics.

Variable Mean S.D. Min. Max.
Span of survival 10.115 1.95 1 11
Strategic non-market domain
Family-first orientation = 1 0.354 0 1
Family-enterprise-first orientation = 1 0.295 0 1
Business-first orientation = 1 0.229 0 1
Immature orientation = 1 0.121 0 1
Strategic market domain
Low-cost strategy = 1 0.189 0 1
Marketing strategy = 1 0.220 0 1
Differentiation strategy = 1 0.343 0 1
No clear strategy = 1 0.248 0 1
Number of employees 110.26 107.61 24 500
Firm age
ROA 25.48 13.31 2 94
Industry 4.80
Trade =1 0.232 0 1
Construction = 1 0.120 0 1
Manufacturing = 1 0.484 0 1
Services =1 0.164 0 1

5.2 Kaplan—-Maier Analysis

Figure 4a and b shows the survival probabilities for the market (strategic behavior)
and non-market (family business orientation) domains. The survival rate at each
moment is the probability of survival up to a certain time. Related to the market
domain, we do not find support for our first hypothesis, which sustains that firms
following a differentiation or low-cost strategy have a higher likelihood of survival
than firms following unclear strategy (stuck in the middle). However, we observe
that firms adopting a differentiation or marketing strategy have a higher likelihood
of survival (73.9 and 74.5%, respectively) than firms following a low-cost strategy
(67.9%). This pattern can be observed in Figure 4a: the accumulated survival
function of the differentiation and marketing strategies is above the accumulated
survival function of the low-cost strategy. On the other side, related to the strategic
non-market domain, we do not find support for our second hypothesis. Instead, we
find that family-first firms have a lower likelihood of failure (or higher accumulated
survival) than business-first and family-enterprise-first firms (Figure 4b). Specif-
ically, 76.6% of family-first firms survive more than 11 years, whereas the likeli-
hood of survival is 69.3% for family-enterprise-first firms and 69.2% for business-
first firms.
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Figure 4: (a) Kaplan—Meier survival estimates—Market domain. (b) Kaplan-Meier survival
estimates—Non-market domain.

To test the validity of the differences found in the survival curves of Figures 4,
we employed a log-rank homogeneity test, which is designed to exam the null
hypothesis that survival curves, estimated by the Kaplan—Meier estimator, are
equal to each other. Table 3 shows the differences between the curves that are
statistically significant. Regarding the market domain, we find that the only
significant difference is between the differentiation and low-cost strategies
in terms of survival in favor of the former. Regarding the non-market domain, the
test reveals that the mean time of survival is higher for family-first firms than for
family-enterprise-first and business-first firms, with these differences being
significant.

Additionally, we interacted the market and non-market domains to test Hy-
pothesis 3. The outcomes of the log-rank test of homogeneity shown in Table 4
indicate that firms that adopt a low-cost strategy have a higher likelihood of sur-
vival when they follow a family-first orientation than any other family business
orientation (e. g., family-enterprise-first and business-first orientations). On the
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Table 3: Results of the log-rank test.

Family firm survival
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a b c d Log-rank
Family-first Family-enter- Business-first Immature test
orientation prise-first orientation orientation
orientation
N° Mean N° Mean N° Mean N° Mean
All firms 246 10.26 205 10.07 159 9.91 84 10.17 a & b**;
a & c**
1 2 3 4 Log-rank
Low-cost Marketing Differentia- No clear  test
strategy strategy tion strategy strategy
N° Mean N° Mean N° Mean N° Mean
All firms 131 10.02 153 10.15 238 10.15 172 10.10 18&3*

**Significant differences at p < 0.05; *significant differences at p < 0.10.

other hand, business-first firms can enhance their likelihood of survival when they
compete using a differentiation strategy instead of a low-cost strategy. Therefore,
we do not find support for our Hypothesis 3.

5.3 Cox Analysis

Even though we do not find support for our original hypotheses, our results reveal
alternative patterns of how family firms combine strategic behavior and family
business orientation that could provide a better understanding about strategic
management in family firms. To further explore these results, we used Cox
analysis (Table 5) because Kaplan—Meier survival analysis does not control for
other factors that may affect firm survival. For interpreting the results, a positive
coefficient demonstrates that the independent variable has a positive effect on
firm failure, whereas a negative value indicates a negative effect. Correspond-
ingly, values exceeding 1 for exponentiated regression coefficients (Exp f8) indicate
a positive effect on firm failure risk, whereas values below 1 indicate a negative
effect. The exponentiated coefficients are interpreted as the multipliers of the
baseline hazard of family firm failure when the variable increases by one unit
(Allison 2014).

Model 1 shows the results of the baseline model with control variables alone,
Model 2 adds the effects of the strategic market and non-market domains, and
Model 3 adds the interaction effect between both dimensions. The results of Model
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Table 5: Cox regressions predicting family firm failure (2004-2015).

Variables N = 694, Failures = 193
Model 1 Model 2 Model 3
B Exp (B) B Exp (B) B Exp (B)
Number of employees -0.001 0.999 -0.001 0.999 -0.001 0.999
Firm age 0.000 1.000 0.000 1.000 -0.001 0.999
ROA -0.036" 0.965 -0.034" 0.967 -0.033" 0.967
Industry 1 (Construction) -1.871 0.154 -1.861 0.155 -1.909 0.148
Industry 2 (Manufacturing) 0.3917 1.478 0.416" 1.517 0.417" 1.518
Industry 3 (Services) 0.300 1.350 0.303 1.354 0.288 1.334
Industry 1 (Construction) * Time 0.261" 1.299 0.261" 1.298 0.263" 1.301
Family-first orientation (reference)
Family-enterprise-first orientation 0.334" 1.396 0.923" 2.516
Business-first orientation 0.354" 1.424 1.1367 3.115
Immature orientation 0.119 1.127 0.750" 2.117
Low-cost strategy (reference)
Marketing strategy -0.283 0.754 0.332 1.393
Differentiation strategy -0.322" 0.724 0.416 1.516
No clear strategy -0.239 0.787 0.155 1.168
Marketing * Family-first (reference)
Marketing * Family-enterprise-first -0.897" 0.408
Marketing * Business-first -1.085" 0.338
Marketing * Immature -0.376 0.687
Differentiation * Family-first (reference)
Differentiation * Family-enterprise-first -0.880" 0.415
Differentiation * Business-first -1.229" 0.293
Differentiation * Immature -1.754" 0.173
No clear strategy * Family-first (reference)
No clear strategy * Family-enterprise-first -0.304 0.718
No clear strategy * Business-first -0.674 0.510
No clear strategy * Immature -1.090" 0.336
Log of likelihood 2446.1 2440.0 2430.9
Chi-square 17.87" 25.74" 37.43"

**p < 0.05, *p < 0.10, one-tailed tests based on Wald statistics (except for the industry variable, for which we
used a two-tailed test). Note: Reference categories: Industry = trade, non-market domain = family-first orien-
tation, market domain = low-cost strategy.

1 (chi-square = 17.87, p < 0.05) show that the ROA variable explains part of the
variance in family firm survival over time. In particular, since the  coefficient is
negative (8 = -0.036, p < 0.05), we can assert that ROA is positively related to the
likelihood of firm survival. Similarly, the industry variable is also significant.
Specifically, firms that belong to manufacturing sectors have a higher likelihood of
failure (8 = 0.391, p < 0.05) than firms in the trade sector.
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We entered the main effects of the market and non-market domains in Model 2*
(chi-square = 25.74, p < 0.05). Model 2 confirms that a differentiation strategy
contributes significantly to explain the likelihood of survival among family firms.
The B coefficient is negative and significant (8 = —0.322), and the exponentiated
regression coefficient of 0.724 indicates that firms with a differentiation strategy have
a27.7% smaller hazard than the reference category (low-cost strategy). Additionally,
the coefficients for family-enterprise-first and business-first orientations are both
positive and significant at the 0.05 level (8 = 0.334 and 8 = 0.354, respectively),
suggesting that family firms included in these categories are more likely to fail than
family firms included in the family-first category (used as the reference). Specifically,
family-enterprise-first firms have a 39.4% higher risk of failure than family-first
firms, and business-first firms have a 42.6% higher risk of failure.

Finally, Model 3 introduces the interaction term between the market and non-
market strategies. The coefficients for the interaction categories of family-
enterprise-first/differentiation and business-first/differentiation are both nega-
tive and significant at the 0.10 and 0.05 levels (8 = —0.880 and 8 = -1.229,
respectively), suggesting that family firms included in these categories are less
likely to fail than the family-first/differentiation category (used as reference). With
these results, we validated our previous univariate analysis and gained a better
understanding of the differences that emerged from our model.

5.4 Robustness Analysis

To confirm the robustness of our results, we re-analyzed the data in three situa-
tions. First, we excluded 84 firms operating in the construction industry. Since the
main cause of Spain’s crisis was the housing bubble, we tested our hypothesis by
eliminating the firms operating directly in the construction sector, which played an
idiosyncratic role during the crisis. The results are similar to what we obtained
using the whole sample (Table 6).

Second, we replicated the Cox analysis by excluding firms that failed before
2008 from the sample. Officially, the Spanish crisis started in 2008 and lasted
until 2015. Our aim was to test our hypotheses during the crisis period and
eliminate firms that anticipated the crisis by exiting, a circumstance that could

4 We chose the reference categories displayed in the Cox regressions based on a Kaplan—Meier
survival analysis, which provides the most important potential relationships to be considered for
further analysis. The chosen reference categories are the better combinations to explore the data
and to identify heterogeneity patterns that affect family firm survival.
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Table 6: Cox regressions predicting family firm failure (2004-2015) excluding the construction
industry.

Variables N = 611, Failures =170
Model 1 Model 2 Model 3
B Exp (8) B Exp (B) B Exp (B)
Number of employees -0.001 0.999 -0.001 0.999 -0.001 0.999
Firm age 0.003 1.003 0.003 1.003 0.003 1.003
ROA -0.034" 0.967 -0.032" 0.969 -0.033" 0.968
Industry 2 (Manufacturing) 0.380" 1.462 0.404" 1.497 0.401" 1.493
Industry 3 (Services) 0.295 1.343 0.294 1.342 0.269 1.308
Family-first orientation (reference)
Family-enterprise-first orientation 0.354" 1.424 1.190" 3.286
Business-first orientation 0.414" 1.531 1.160" 3.191
Immature orientation 0.005 1.005 0.767" 2.152
Low-cost strategy (reference)
Marketing strategy -0.233 0.792 0.476 1.609
Differentiation strategy -0.330" 0.719 0.425 1.529
No clear strategy -0.236 0.790 0.356 1.427
Marketing * Family-first (reference)
Marketing * Family-enterprise-first -1.215" 0.297
Marketing * Business-first —-0.830 0.436
Marketing * Immature -0.701 0.496
Differentiation * Family-first (reference)
Differentiation * Family-enterprise-first -1.022° 0.360
Differentiation * Business-first -1.111" 0.329
Differentiation * Immature -1.696" 0.183
No clear strategy * Family-first (reference)
No clear strategy * Family-enterprise-first -0.763 0.466
No clear strategy * Business-first -0.773 0.462
No clear strategy * Immature -1.224" 0.294
Log of likelihood 2116.3 2109.7 2102.3
Chi-square 13.89" 20.117 28.27"

**p<0.05,*p<0.10, one-tailed tests based on Wald statistics (except for the industry variable, for which used a
two-tailed test). Note: Reference categories: Industry = trade, non-market domain = family-first orientation,
market domain = low-cost strategy.

alter our results. As can be seen in Table 7, our results confirm the previous
analysis.

Finally, we replicated the Cox analysis but with a new re-codified dependent
variable. For our original dependent variable, failure firms include those that were
inactive, dissolved, or extinct but not those that were going through bankruptcy or
making arrangements with creditors. However, one could assume that firms in the
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Table 7: Cox regressions predicting family firm failure (2004-2015) excluding firm failure before
2008.

Variables N = 678, Failures = 177
Model 1 Model 2 Model 3
B Exp (B) B Exp (B) B Exp (B)
Number of employees 0.000 1.000 -0.001 0.999 -0.001 0.999
Firm age -0.001 0.999 -0.002 0.999 -0.002 0.998
ROA -0.035" 0.966 -0.032" 0.969 -0.031" 0.969
Industry 1 (Construction) -1.372 0.254 -1.373 1.556 -1.421 0.241
Industry 2 (Manufacturing) 0.440" 1.553 0.467" 1.598 0.478 1.613
Industry 3 (Services) 0.330 1.391 0.327 1.388 0.309 1.363
Industry 1 (Construction) * Time 0.211" 1.235 0.211" 1.235 0.215" 1.240
Family-first orientation (reference)
Family-enterprise-first orientation 0.3827 1.465 1.026" 2.791
Business-first orientation 0.274" 1.315 1.291"7 3.636
Immature orientation 0.075 1.078 0.884" 2.420
Low-cost strategy (reference)
Marketing strategy -0.431" 0.650 0.385 1.470
Differentiation strategy -0.467" 0.627 0.473 1.605
No clear strategy -0.293 0.746 0.164 1.178
Marketing * Family-first (reference)
Marketing * Family-enterprise-first -1.026" 0.358
Marketing * Business-first -1.576" 0.207
Marketing * Immature -0.681 0.506
Differentiation * Family-first (reference)
Differentiation * Family-enterprise-first -1.008" 0.365
Differentiation * Business-first -1.648" 0.193
Differentiation * Immature -12.083 0.000
No clear strategy * Family-first (reference)
No clear strategy * Family-enterprise-first -0.317 0.729
No clear strategy * Business-first -0.832 0.435
No clear strategy * Immature -1.026" 0.358
Log of likelihood 2242.9 2235.2 2218.98
Chi-square 14.33" 24.09” 41.04"

**p<0.05,*p <0.10, one-tailed tests based on Wald statistics (except for the industry variable, for which used a
two-tailed test). Note: Reference categories: Industry = trade, non-market domain = family-first orientation,
market domain = low-cost strategy.

process of bankruptcy are close to failure, so Table 8 shows the results with a new
dependent variable that adds firms that were in the process of bankruptcy to the
original classification. The results do not change from those originally shown in
Table 4, thus confirming our analysis.
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Table 8: Coxregressions predicting family firm failure (2004-2015) including firms in bankruptcy

as failed firms.

Variables N = 678, Failures = 199
Model 1 Model 2 Model 3
B Exp B Exp B Exp
®) ®) ®)
Number of employees -0.001 0.999 -0.001 0.999 -0.001 0.999
Firm age —-0.001 0.999 —-0.001 0.999 -0.001 0.999
ROA -0.035" 0.966 -0.033" 0.968 -0.033" 0.967
Industry 1 (Construction) -1.817 0.162 -1.809 0.164 -1.855 0.157
Industry 2 (Manufacturing) 0.378" 1.457 0.395" 1.484 0.392" 1.411
Industry 3 (Services) 0.366 1.442 0.396 1.442 0.345 1.480
Industry 1 (Construction) * Time 0.254" 1.289 0.254" 1.289 0.256" 1.291
Family-first orientation (reference)
Family-enterprise-first orientation 0.3327 1.394 0.9427 2.566
Business-first orientation 0.360" 1.434 1.114" 3.135
Immature orientation 0.097 1.101 0.7507 2.116
Low-cost strategy (reference)
Marketing strategy -0.241 0.786 0.445 1.561
Differentiation strategy -0.289" 0.749 0.430 1.537
No clear strategy -0.198 0.820 0.164 1.178
Marketing * Family-first (reference)
Marketing * Family-enterprise-first -1.020" 0.361
Marketing * Business-first -1.217" 0.296
Marketing * Immature -0.479 0.619
Differentiation * Family-first
(reference)
Differentiation * Family- -0.836" 0.434
enterprise-first
Differentiation * Business-first -1.234" 0.291
Differentiation * Immature -1.753" 0.173
No clear strategy * Family-first
(reference)
No clear strategy * Family-enter- -0.319 0.727
prise-first
No clear strategy * Business-first -0.580 0.560
No clear strategy * Immature <explanationend> -1.086" 0.337
Log of likelihood 2521.4 2515.5 2504.8
Chi-square 17.89" 25.397 37.36"

**p <0.05,*p <0.10, one-tailed tests based on Wald statistics (except for the industry variable, for which used a
two-tailed test). Note: Reference categories: Industry = trade, non-market domain = family-first orientation,

market domain = low-cost strategy.
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6 Discussion and Conclusion

The aim of our article was to explore how different combinations of the market and
non-market domains facilitate firm survival. Stemming from the literature on
Porter’s (1996) generic competitive strategies and family business research and
applying the resource-based view, we argued that family firm survival is deter-
mined by how firms define and combine the market and non-market domains in
their strategies. Following the configurational approach (Meyer, Tsui, and Hinings
1993) and the equifinality principle, we theorized that there are multiple combi-
nations of strategic behavior and family business orientation that firms can
implement to survive, and explicitly, we hypothesized that firms’ likelihood of
survival increases when they combine either a differentiation or lost-strategy with
a family-enterprise-first orientation.

By following a Spanish sample of family firms over an 11-year period (2004—
2015), even though we did not find support for our original hypotheses, our find-
ings reveal that the likelihood of firm survival is higher when firms combine a
differentiation strategy with a business-first orientation or a family-enterprise-first
orientation (see Figure 5). Additionally, there is evidence to sustain that if firms

>

— — E
u= o i H
-g 2 & | High likelihood of survival | Low likelihood of survival | Low likelihood of survival
mEFIIE | |
@ 5 cg
w
= -
o = § § <
(=3 E 3 - [~
g :\]> 21 Efl @
2 &£ i i
E = § g High likelihood of survival |  Low likelihood of survival | Low likelihood of survival
= g H € i :
EM 2 [ 5|l ® |
i g 5= !
& = £ '
A £ :
w8 - '
D 2§ 2 | !
£ L ‘:__ High likelihood of survival | Low likelihood of survival | High likelihood of survival
5 (=5 ? H '
T v | i
<Differemiation strategy Stuck in the middle Low-cost strategy>
[ 1
[ Market strategy |
Threat Power of Power of Threat of new | Rivalry within
substitute buyers suppliers entrants industry
T il T il il
[ Industry |

Figure 5: Results of adjustments to market and non-market domains and family firm survival.
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follow a low-cost strategy, their likelihood of survival is higher when combining
the low-cost strategy with a family-first orientation. For the rest of the possible
combinations of strategic behavior and family business orientation the likelihood
of survival is lower.

We explain our results by considering that a differentiation strategy requires
particular resources and behavior that family firms are well positioned to develop
and exploit because of the family’s involvement, such as focusing on customers who
are willing to pay a premium for unique products and services (Sageder, Mitter, and
Feldbauer-Durstmiiller 2018), being close to customers’ needs, behaving flexibly to
adapt to the external environment (Zahra et al. 2008), and maintaining a resilience
capacity (Amore and Minichilli 2018). However, developing a differentiation strategy
has positive implications for family firm survival when a business logic is present in
decision making (i. e., when family firms have a business-first orientation or a family-
enterprise-first orientation) but negative implications for family firm survival when a
family logic dominates decision making (i. e., when family firms have a family-first
orientation). A high family logic, which is characterized by decision making based
on family needs and family emotions, could obstruct family firms’ business logic,
which is required to operate in a dynamic market.

On the other hand, contrary to our predictions, high family influence seems to
be beneficial for firms following a low-cost strategy. Our explanation is that even
though a high family influence and its logic focuses the firm’s attention on family
needs and emotions, family involvement in the firm can reduce Type I agency
problems (principal-agent) and eliminate certain agency costs that other firms
have to incur. For instance, family-first firms can reduce the adverse selection and
moral hazard agency problems derived from asymmetric information in the human
resource recruitment and retention process by relying on social networks or close
social contacts (Steijvers, Lybaert, and Dekker 2017). Another reason explaining
the combination between a low-cost strategy and a family-first orientation is the
family’s commitment to the firm due to economic and non-economic goals to a
particular course of action (Pongelli, Sciascia, and Minola 2019) and non-family
members’ commitment when the family develops a steward philosophy based on a
collectivistic organizational perspective (Vallejo 2009). Family and non-family
members’ commitment may help family firms orchestrate resources and capabil-
ities and leverage a low-cost strategy by mobilizing family resources (human re-
sources) at a low cost, improving the resource coordination between the family and
the firm (e. g., monetary loans), and consolidating learning across generations. In
other words, the family’s influence is able to create survivability capital around the
firm, which represents “the pooled personal resources that family members are
willing to loan, contribute, and share for the benefit of the family firm” (Sirmon and
Hitt 2003, 343).
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6.1 Theoretical and Practical Contributions

Our article has several contributions for family business research and strategic
management research. First, following the Labaki, Michael-Tsabari, and Zachary
(2013Db) and Rau (2013) discussion, our article contributes to the current debate on
family firm heterogeneity and survival. While most of the debate in family business
has focused on firm performance based on economic and non-economic measures
(Mazzi 2011), only a few studies have investigated family firm survival (e. g., Cho,
Miller, and Lee 2018; Wilson, Wright, and Scholes 2013). The importance of family
firm survival lies in fact that it is a common measure for any family firm no matter
what goals the firm pursues (Colli 2012). In this sense, our article extends previous
exploratory research focusing on entrepreneurial orientation (Revilla, Perez-Luno,
and Nieto 2016), ownership composition (Cho, Miller, and Lee 2018), and corporate
governance (Wilson, Wright, and Scholes 2013) as antecedents to firm survival by
introducing the strategic dimension, specifically the adjustment between the
strategic market and non-market domains, as a determinant of family firm sur-
vival. Following Basco and Pérez Rodriguez (2011), we dismantle family firm het-
erogeneity not only by investigating firm survival as a performance measure but
also by testing the principle of equifinality (i. e., that there are multiple unique
configurations that can result in maximum performance). Consequently, even
though the importance of any taxonomy or typology is to describe and explain the
specificities of a particular phenomenon, taxonomies and typologies are not an
end in themselves. Our contribution is to recognize the consequences—in this
article, the consequence of family firm survival—that a firm faces for belonging to a
specific group of family firms.

In line with the aforementioned contribution, our article provides evidence
to initially explain differences and overlaps among drivers of family firm
performance and family firm survival. For instance, comparing our results with
those published by Basco (2014) about firm performance, we show that family
firms perform better and survive longer when they adopt a differentiation
strategy with a family-enterprise-first orientation, but they can also survive
longer if they pursue a business-first orientation. A different picture can be
drawn for family firms following a low-cost strategy. While combining a low-
cost strategy with a business-first orientation increases performance and re-
duces survival rate, combining a low-cost strategy with a family-first orienta-
tion decreases performance and increases survival rate. This contribution opens
an interesting research line that has hardly been studied about the tradeoffs of
and synergy between drivers and antecedents of family firm performance and
survival.
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Second, our article makes an inverse contribution (Pérez Rodriguez and Basco
2011) to the main strategic management research stream. Specifically, our article
addresses previous research calling for an integration of the market and non-
market strategies (Baron 1995) to better understand firm behavior and its effect on
firm performance and survival. We provide theoretical rationale and empirical
evidence to explain the importance of adjusting firms’ market (Porter 1980) and
non-market strategies (Baron 1995) using a configurative approach. In this sense,
we extend the boundaries of non-market strategy by conceiving the family as a
social context that firms have to deal with when family members are involved in
firm governance and management. This is an important contribution because non-
market strategy researchers have focused on how firms establish their social and
political actions without paying attention to the family context. Our article high-
lights the importance of the relationship between the family and the firm as a
determinant of firms’ non-market strategy and adjustments to their market strategy,
opening a new research line that has to be developed further because the family
context plays an important role in family firms’ competitiveness (James et al. 2020).

This research has also implications for owners, boards of directors, and
managers (with family or non-family affiliations) who are responsible for strategic
formulation in family firms because we present a model to put firms’ strategic
orientation and the potential effect on survival into perspective. The proposed
model is a tool that can be used to discuss and debate how family firms adjust their
market and non-market domains to enhance firm survival. Therefore, with this
tool, owners and managers can explore their competitive advantages by analyzing
the way their firms are positioned in the market using Porter’s five forces of
competition as well as the way the family and the firm relate to each other based on
the extent to which a family logic (i. e., emotions, needs, and expectations) in-
fluences decision making in corporate governance, human resources, succession,
and strategic decisions.

6.2 Limitations and Future Research Directions

Our article has several limitations that not only represent the boundaries of its
contributions but also provide opportunities for future research. First, our research
relies on cross-sectional data from 2004 for the independent variables to capture
the market and non-market domains and their interactions, and we assumed that
they are constant for the period in which the survival rate was observed. This
assumption could be questioned because it is possible to argue that firms’ market
and non-market strategies may change over time. However, the non-market
strategy is a dimension that depends on the family’s involvement in the firm and its
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historical and emotional patterns as the dominant coalition, which is why we
believe it is a relatively stable dimension over time. Less strong arguments could be
proposed in relation to the market strategy. However, since we measured generic
strategic behavior in family firms, we also believe that this generic strategy is
stable over time. For instance, firms that pursue a low-cost strategy are not going to
change their generic strategy in the short term because a low-cost strategy requires
a particular organizational culture, structure, level of investment, and level of
illiquid (or difficult to exchange/convert into cash) assets. Nevertheless, future
studies should address this potential limitation and measure market and non-
market strategies over time by developing a long-term research strategy.

Second, future studies should further investigate the drivers and antecedents
of firm performance (financial performance and growth, among other dimensions)
and firm survival. This is an important topic in business research in general but is
particularly important in the context of family firms because family firms combine
not only short and long firm goals but also business- and family-oriented goals
(Basco, 2017). Therefore, gaining a better understanding of the differences and
overlaps among the drivers and antecedents that determine firm performance and
survival is necessary to explain how family firms balance their behavior to satisfy
multiple goals and different stakeholders.

Third, our research focuses on two main dimensions (market and non-market
strategies) to classify family firms and capture firm heterogeneity in order to
explore family firm survival. Even though we controlled for additional variables,
such as boards of directors, firm size, industry, and age, it is important to recognize
that other alternative variables could also play a significant role in family firm
survival, such as family-related variables. For instance, successors in general and
successors with the intention to continue the family firm tradition could be
determinants of firm survival. Future studies should incorporate family-related
variables that may capture aspects linking business families with their firms.

Finally, our article focuses solely on private family firms in Spain, so our
findings can be extended to different institutional contexts with limitations.
Additional research on configurations and firm survival should be carried out in
contexts with different cultural patterns. While our article uses a configurative lens
in the context of one single country (Spain), which is a way to control the effect of
the environment, future studies should not only test the proposed model, which
links the market and non-market domains to explain firm survival, in different
institutional contexts but also use cross-cultural analysis to classify family firms.
Introducing context in family business research is an important step forward
because most research on this topic has been contextless (Gomez-Mejia et al. 2020)
and has not taken into consideration the effects of cultural, historical, geograph-
ical, and institutional environments on the family or the firm.
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Items Factorial Cluster analysis
analysis (firm classification)
Market  Strategic Factor 1: Low-cost strategy
domain  behavior ®  Efficiency in Differentiation Marketing strategy
manufacturing process strategy Differentiation strategy

. Innovation in
manufacturing process

* Develop and refine
established products

*  Emphasis on speciality
products

*  New product
development

*  Promote and advertise
(spending above the
industry average)

e Innovation in marketing
techniques

*  Process-oriented R&D

*  Serve specific
geographic markets

*  Build brand
identification

*  Maintain high inventory

*  Ensure raw materials

* Influence channels of
distribution

*  Broad product range

*  Extensive customer
service

®  Ensure trained personnel

*  Build reputation in
industry
®  Strict quality control

No clear strategy

Factor 2:
Marketing
strategy

Factor 3:
Low-cost
strategy

Factor 4:
Reputation
strategy
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