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ABSTRACT
We investigate the productivity of family owned small- and medium-sized enterprises
(SMEs). Specifically, we examine whether productivity is influenced by the number of
family owners and by family member involvement in daily operations. We find that the
productivity of family firms is non-monotonically associated with the number of family
owners and with the number of family members who work in the firm. Although prior
empirical research has often been associated with positive effects, we identify prob-
lematic cases, especially when a few owners are involved. We document a negative
effect on productivity if the firm has few but more than one family owner, and if the
firm has two or three owners who are involved in daily business operations. In these
cases, an external (non-family) Chair (CEO)mightmitigate these effects stemming from
the family ownership (family working in the firm). The results of our study have practi-
cal relevance and policy implications when it comes to questions concerning optimal
governance.
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1. Introduction

SMEs play a key role in national economies around the world, generating employment and value added.

OECD Report (2017)

Is there a significant link between concentrated family ownership and firm performance? How does family
involvement in daily business operations impact firm performance? Despite many studies, there is no consensus
in the literature on these two issues. In this paper, we apply total factor productivity as ameasure for performance
and document that family ownership and family involvement have a non-trivial influence on firm performance.

Most firms around the world are family controlled, including over half of all public corporations in the US,
Europe, three-quarters in Latin America and more than two-thirds in Asia (La Porta, López De Silanes, and
Shleifer 1999; Claessens, Djankov, and Lang 2000; Faccio and Lang 2002; Masulis, Pham, and Zein 2011). Yet
the existing literature remains inconclusive about the effect of family ownership on firm performance. Families
consider ownership as an asset to bequeath to future generations (Casson 1999) and thus have longer investment
horizons (James 1999). Anderson and Reeb (2003) find that founding families tend to reduce agency conflicts
and family ownership benefits minority shareholders. Family owned businesses may be incentived to produce
high quality earnings to prevent family reputational damage and improve long-term firm performance. Strong
empirical support for the positive impact of family ownership is provided by Palia and Lichtenberg (1999),
Anderson andReeb (2003), Andres (2008), Lee (2006), Barontini andCaprio (2006), Villalonga andAmit (2006),
Maury (2006), Martikainen, Nikkinen, and Vähämaa (2006) and Sraer and Thesmar (2007). On the other hand,
negative effects of family ownership have been discussed by Holderness and Sheehan (2000) and Barth, Gul-
brandsen, and Schønea (2005). Castillo and Wakefield (2006), Westhead and Howorth (2006) and Sciascia and
Mazzola (2008) find no association between family ownership and performance.
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Family involvementmirrors the family’s strategic decision-making participation (Sciascia andMazzola 2008)
and is a relatively less explored area of the literature (Barbera and Moores 2013). Anderson and Reeb (2003),
Chrisman, Chua, and Litz (2004) and Lee (2006) find that family involvement inmanagement increases firmper-
formance. Reliance upon family members instead of professional managers could potentially lead to decision
making inefficiencies (Bertrand and Schoar 2006). Controlling families are more inclined to hire loyal man-
agers (DeAngelo and DeAngelo 2000). Barth, Gulbrandsen, and Schønea (2005) find family founding firms that
are family owner managed are significantly less productive than non-family firms. In a study of Israeli firms,
Lauterbach and Vaninsky (1999) find that family manager-owner firms are relatively less efficient that non-
family firms. Cucculelli et al. (2014) find that family-managed firms are between 3.5% and 5% less productive
than non-family managed firms. Alternatively, Daily and Dollinger (1992) and Sciascia and Mazzola (2008) do
not find any association between family involvement in management and performance.

There are several challenges in the family business literature. First, there are numerous definitions of ‘family
business’. Secondly, there is the issue of measuring family ownership. In several studies, members from the same
family who are individual blockholders are often aggregated and considered to represent one single blockholder
(for example, Maury and Pajuste 2005). This does not allow for a study of governance within a family. There are
also challenges with different performancemeasures used (ROA, sales growth, ROI or ROE). Another limitation
of the existing literature is the focus on large public firms. A much less explored research area is productivity
and nonlisted family firms, particularly small and medium sized enterprises (hereafter denoted SMEs). This is
surprising, considering that in many countries, SMEs are primarily responsible for wealth, economic growth,
innovation and research and development. In the US private sector, SMEs account for a net total of 85% of new
jobs. In the European Union, more than 20 million SMEs provide around 75 million jobs across the 28-member
nations (European Commission 2015).

We address these challenges as follows. We study the effects of multiple large owners (either from within
the same family or other owners) on firm productivity. We classify family ownership into several categories,
ranging from none to more than five owners. Following Palia and Lichtenberg (1999), Barth, Gulbrandsen,
and Schønea (2005) and Beveren (2012), we use total factor productivity (TFP) to measure corporate perfor-
mance. Since our sample comprises non-listed firms, market-based performance measures are not feasible.
In addition, we regard productivity as a more reliable measure of performance than other financial mea-
sures, because unlike return on assets (ROA) or operating profits, productivity is less subject to earnings
manipulation.

We also study the effects of family involvement in firm governance. Specifically, we investigate cases with
multiple family members as owners and/or engaged in the firm day-to-day operations and firm governance (or
family commitment). Based on a random sample of Finnish non-listed family firms, we document a negative
effect on productivity if the firm has few butmore than one family owner, and if the firm has two or three owners
that are involved in the day-to-day business operations. Moreover, we find that a non-family (external) CEO or
Chair canmitigate (reduce) these negative effects. Specifically, we find that the productivity is significantly higher
from the base-case with a family Chair, if there is a non-family (external) Chair in firms that have two or three
owners. Furthermore, our results suggest that a non-family CEO significantly mitigates the negative effects of
two or three owners actively involved in the day-to-day business. Collectively, our results indicate that although
family presence has been found to havemany positive effects per se, there are in some cases negative effects from
a few owners/family members working in the firm, but a non-family CEO or Chair can mitigate (reduce) these
effects. Our results are robust to a variety of model specifications.

Wemake several contributions to the literature. First, we contribute to the literature on corporate governance
in family firms by studying the effects of multiple but few large owners (either from within the same family or
other owners) on firm productivity. Concentrated ownership is a distinguishing feature of the Nordic corporate
governance model (Lekvall et al. 2014), and is clearly present among the SMEs as well. Second, we extend the
literature beyond that of single-family CEOs and the literature on management maintenance within the family
firm. To this end, we use a sample of unlisted Finnish SMEs, which we believe are representative of the Finnish
economy. Connecting family ownership and involvement is especially important in a Finnish context, where
ownership and company control are highly concentrated with families and individuals. SMEs are a cornerstone
of the Finnish economy, where 98.8% of SMEs employ less than 50 people (Eurostat 2018). Our paper helps
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shed light on the role of family ownership andmanagement as a possible explanatory factor of overall economic
performance.

Our study is related to several papers like Barth,Gulbrandsen, and Schønea (2005) andCucculelli et al. (2014).
Both papers examine productivity measures and analyze family managers and outside managers. Different to
Barth et al. (2005) we have a complete sample of non-listed firms, whereas not all their sample is based on non-
listed firms. We also consider various levels of family ownership. Different to both papers, we focus exclusively
on SMEs. Most family firms in the literature are based on large listed companies.

Mustakallio, Autio, and Zahra (2002) recognize that the family firm does not comply with most traditional
assumptions of corporate governance theory. Like Mustakallio, Autio, and Zahra (2002), we investigate Finnish
firms, andwe find proper governancemakes a difference to a family business. But different toMustakallio, Autio,
and Zahra (2002), we utilize a larger sample size (801 firm-years), and test exclusively non-listed firms. Also, our
paper is different to theirs because we consider multiple owners and governance within a family firm.

Different from many studies that focus on large firms, we focus on small, non-listed firms. After all, this
represents most companies in many economies. Our sample is designed to be representative of the Finnish
economy and comprises non-listed SMEs. The significant presence of family run businesses in Finland indicates
the country is well suited for such an empirical analysis.

Our paper also has potential policy implications. In Europe, the Small Business Act has highlighted the role of
family businesses and the necessity to exploit their full potential. AnOECD (2017) report states that no less than
two-thirds of the EU’s non-financial business workforcewas active in a SME in 2014. The EuropeanCommission
is encouraging initiatives in favor of family businesses, especially SMEs.

The rest of the paper is structured as follows. In the next section, we provide a brief survey of the literature
relevant for our study concerning family firms and multiple owners and derive testable hypotheses. Following
this, we model the relationship between firm productivity and the number of owners in section three. The data
and variables are presented in section four. In section five, we report the results of our empirical tests on the
effects of additional owners, and the impact of owner involvement, in family firms.We discuss robustness issues
in section six. Conclusions are offered in section seven.

2. Prior research and hypothesis development

Multiple large shareholders (MLS) are a common phenomenon across the globe (La Porta, López De Silanes,
and Shleifer 1999; Faccio and Lang 2002). However, theoretical developments in multiple large shareholders do
not provide unequivocal support for their governing role. Investors might on one hand connect the presence
of MLS as evidence of efficient monitoring (Pagano and Roell 1998). On the other hand, MLS might collude to
extract private benefits from other owners (Bennedsen and Wolfenzon 2000). The empirical evidence on MLS,
especially in the connection with family firms, gives some support for both views. Maury and Pajuste (2005),
Laeven and Levine (2008) and Boubaker, Nguyen, and Rouatbi (2016) find evidence on the benefits ofMLS, thus
supporting a monitoring view. On the other hand, the results by Maury and Pajuste (2005) as well as of Attig,
Guedhami, and Mishra (2008) indicate that family firms are more prone to the extraction of private benefits,
unless monitored by another large owner of a different type. Moreover, Cucculelli and Micucci (2008) highlight
that the maintenance of family management within family firms has a negative impact on firm performance.
This may be due to the costs and time involved in the management activities.

Our data set covers unlisted small Finnish firms, which are representative of the country. Our data classifies
the ownership based on the number of owners, whether that being one, 2–3, 4–5, or more.We do not have infor-
mation on their relative ownership stake. We expect that corporate governance conflicts may most likely exist
in the case of 2–3 owners, since in the larger groups of 4 or more owners, the relative power of an individual
owner is likely to be smaller. Therefore, the alternative voting combinations that can be formed to create win-
ning coalitions which enhance decision making possibilities are more numerous. Assuming equal ownership
stakes, the Shapley-Shubik power index (Shapley and Shubik 1954) used in cooperative game theory would be
higher for the individual owners in the case of 2–3 equally large owners as compared to the cases with more
owners (and, naturally, peaking at 1 owner, a case which, however, cannot be associated with conflicts among
owners). If decision making is harder, and stalemate situations more likely for 2–3 owners as compared to the
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alternatives, we expect that firm productivity may be lower. A reasonable small amount such as 2–3 owners may
also, alternatively, find it easier to collude and jointly extract private benefits, which also would be harmful for
firm productivity. Thus, we expect the following:

Hypothesis 1: Firm productivity is lower in the case of 2–3 owners relative to other ownership distribution alternatives.

If a lower productivity in the case of a smaller number of owners is due to either owner conflicts or manage-
ment maintenance within the family, both of which may harm firm performance, or the collusion of owners to
extract benefits out of the firm in a way that affects the firm’s performance, an outside Chairman of the Board
or CEO might mitigate such problems. In a study of total factor productivity of Italian firms, Cucculelli et al.
(2014) find that family-managed firms are less productive than firms run by outsidemanagers. As the Chairman
works with the board, where strategic views between owners in the board may divert, we expect that an external
Chairman is beneficial in reducing conflicts between a few owners. We thus expect the following:

Hypothesis 2: An outside Chair improves firm productivity in family owned firms.

To examine family commitment, we test whether family involvement in the daily operations of the firm is
associated with performance effects. Potential agency problems in family firms may arise from altruism (Chris-
man, Chua, and Litz 2004). Schulze, Lubatkin, and Dino (2003) find1 that altruismmay generate free-rider type
problems and (especially when the firm’s resources are at the control of a family CEO) lead to altruistic transfers
to familymembers (for example, in the form of employment). Drawing on agency theory and the resource-based
view, Levie and Lerner (2009) suggest that family altruism and opportunismmay demonstrate themselves in the
way human capital is mobilized in the firm. Family firms may have a greater tendency to draw from the family
gene pool when employing, which, given a random distribution of abilities, is more restricted than the overall
one, which would lead to lower levels of human capital being employed. There is some indirect evidence for
this in terms of educational qualities of family employees (Reid and Adams 2001; Smith 2006; Levie and Lerner
2009) but there are also studies that do not find educational differences between family- and non-family firm
employees (Cromie, Stephenson, and Monteith 1995). Levie and Lerner (2009) also find, among the employees
of the firm, support for family opportunism indicated by a positive relationship between family membership
and low working hours (when salaries are controlled for). Chirico and Bau (2014) find support for an inverted
U-shaped relationship between the percentage of familymembers on the topmanagement team and firmperfor-
mance.2 They also find that when environmental dynamics (the amount of uncertainty, complexity, and change
spreading from the external environment) is high, the relationship is a positive one. As the role of the CEO
is to run the operative business, including the making of hiring and firing decisions, we expect that operative
concerns with family members working in the firm would above all be mitigated by an external CEO. Based
on the potential agency problems arising from family involvement, and the prior findings, we thus propose the
following hypothesis:

Hypothesis 3: Increasing family involvement (more family members employed by the firm) has a negative effect on firm
productivity, unless monitored by a non-family CEO.

3. Modeling the effects of the number of owners and their role on firm productivity

To model the effects of the number of owners and their role on the productivity of a firm, total factor produc-
tivity (TFP) is applied as the measure of firm productivity (Palia and Lichtenberg 1999; Barth, Gulbrandsen,
and Schønea 2005; Martikainen, Nikkinen, and Vähämaa 2006). Since our sample comprises non-listed firms,
market-based performancemeasures are not feasible. In addition, we regard productivity as amore reliablemea-
sure of performance than other financial measures, because unlike return on assets (ROA) or operating profits,
productivity is less subject to earnings manipulation.

It is common to define productivity in terms of the production of goods and services, representing the pro-
duction output, and labor and capital, representing the production inputs. When doing so, TFP can be defined
as the ratio of output per a weighted sum of the inputs as follows:

γT = Y/f (L,K), (1)
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where γ T is TFP, Y represents production output, f (·) denotes total input, and L and K are labor and capi-
tal inputs, respectively. While there are many alternative production function specifications such as generalized
Leontief, homogenous translog, and homogenous quadratic production functions, Palia and Lichtenberg (1999)
explain that the selection among these specifications leads only to negligible differences in multi-factor produc-
tivity measurement and suggest using the Cobb–Douglas production function, for which the linearized form
represents a first-order logarithmic approximation of the alternative functional forms. Thus, we define that the
total input f (L,K) = LαKβ , where α and β are the output elasticities of input parameters. Equation (1) then
becomes

Y = γTLαKβ , (2)

which can be linearized:

ln(Y) = α ln(L) + β ln(K) + ln(γT). (3)

Our dataset consists of output and input dataYi, Li,Ki, i= 1 . . . ,N, forN family firms.With invariant parameters
α and β , unobservable TFP, and ln(γi), is estimated for a firm i via a linear regression model.

To model the effects of the number of owners and the role of the owners as a Chair/CEO on productivity, a
binary variable approach is applied. In this case, TFP for firm i, ln(γi), is assumed to be in a linear relation to a
vector characterizing various combinations of the family ownership dispersion and owner involvement. Thus,
where and (n × 1) vectors of coefficients and attributes respectively, and ei is an i.i.d. error term. Consequently,
Equation (3) can be expressed as:

ln(Yi) = α ln(Li) + β ln(Ki) + θFamFirmi + ei (4)

Within this setting, we hypothesize that θ j > 0 if the jth attribute contributes positively to the firm productivity.

4. Data

To empirically examine whether the firm productivity is driven by enhanced team performance or conflicts
among family members, data for a random sample of Finnish family SMEs is used. The effects of the ownership
and owner involvement variables are the focus of this paper. These variables are based on survey data obtained
using a structured web-based questionnaire.3 There is no single definition of a family firm in the literature
(Cucculelli et al. 2014). We define a firm as family owned if it is controlled or owned by an individual or a
family. The survey identified family firms through specific questions and askedmore detailed questions on board
composition and family participation from those firms who had identified themselves as family firms.

A web-based electronic questionnaire was sent to a random sample of the Finnish SMEs of which 982 firms
responded. The survey was conducted during the first months of the year 2009. Our total response rate is 9.7%,
which is very comparable to survey-based papers in the literature (Trahan andGitman 1995;GrahamandHarvey
2001; Sciascia and Mazzola 2008). Of these firms, we include manufacturing family firms that are limited com-
panies according to their legal type. We then match our survey data with official and audited financial reporting
data of Finnish SMEs containing the information such as sales, number of employees and total assets informa-
tion during 2005–2013. We include firms that have at least six employees (micro SMEs and single entrepreneurs
are excluded). Our final sample consists of 801 firm-year observations formanufacturing family firms from 2005
to 2013.

Table 1 presents the primary firm ownership and involvement variables. We include cases in which the chief
executive officer (CEO) of the company is a family member (78% of the firms) and the chair/president of com-
pany’s board is a family member (88%). However, our focus of interest are the different owner roles, and their
different combinations. In our final sample, 30% of the companies have 2–3 owners, and out of these, an owner is
the CEO or Chair in most cases (26% and 28% of the total sample, respectively). 21% of the firms in our sample
have 4–5 owners, and given that the company has 4–5 owners, the owner is the CEO or Chair in 19% or 21%
of the cases. Additionally, we include cases in which the only owner is also the chair or CEO, together with the
cases where the company has more than 5 owners.
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Table 1. Description of main variables.

Variable Description # of obs. Percent

Fam CEO The chief executive officer (CEO) of the company is a family member 627 78%
Fam Chair The chair / president of company’s board is a family member 706 88%
External CEO The chief executive officer (CEO) of the company is not a family member 174 22%
External Chair The chair / president of company’s board is not a family member 95 12%
1 owner The company has 1 owner 276 35%
2–3 owners The company has 2–3 owners 236 30%
4–5 owners The company has 4–5 owners 171 21%
> 5 owners The company has more than 5 owners 109 14%
1 owner works One family member works in the company 137 17%
2–3 owners work 2–3 family members work in the company 450 56%
> 4 owners work More than 4 family members work in the company 162 20%
Only outsiders work Family members do not work in the company 52 7%
Board 1owner One family member serves on the company’s board 193 24%
Board 2–3 owners 2–3 family members serve on the company’s board 420 52%
Board 4–5 owners 4–5 family members serve on the company’s board 161 20%
Board > 5 owners More than 5 family members serve on the company’s board 27 3%

Notes: Sample consists of 801 observations for manufacturing family firms during the years 2005–2013. The companies are limited companies by
their legal type and are fully owned by families. They employ at least six persons.

We also address the impact of owner involvement in the day-to-day operations of the firms. Variables char-
acterizing this type of involvement include cases in which 2–3 family members work in the company (56%) and
given that 2–3 owners work in the company and one of the owners is the CEO or Chair (47% or 52%, respec-
tively). Similarly, the cases in which more than 4 family members work in the company (20%); when family
members do not work in the company (7%); when 2–3 family members serve on the company’s board (52%);
when 4–5 family members serve on the company’s board (20%); and when more than 5 family members serve
on the company’s board (3%), are identified and included in the empirical analyses.

Table 2 presents data used in the core production function estimations. Panel A provides descriptive statis-
tics for the key variables used in the estimation, namely the output variable, Sales (Y), and the input variables,
the number of Employees (L), and Total Assets (K). We find considerable variation between the minimum and
maximum values for all variables, showing that our sample of unlisted firms include both very small but also
reasonably big firms.

Table 2, Panel B presents the estimates from the core production functions estimations. The first column
reports the estimates from the specification that allows annual variation, but no industry variation, whereas the
second column reports the results allowing industry variation, but not the yearly variation. The last column
allows both yearly and industry variation. As indicated, the coefficient estimates in all cases are approximately
0.49 and 0.59 for labor and capital, respectively. In our final modeling, we control for both effects. All results are
with heteroscedasticity consistent standard errors.

Table 3 presents the correlation matrix for the variables used in our analysis. Correlations are rather low
amongst independent variables, confirming that these variables capture distinct characteristics of firms and that
multicollinearity is not amajor issue. This is later also seen as rather lowVIF factors for ourmodels. The variables
that entail multiple owners are negatively correlated with performance (lnY), suggesting family ownership has
a negative impact on performance.

5. Empirical results

Table 4 presents empirical results based on the impact of the numbers of owners on the productivity in family
firms. Column (1) reports the results in which the number of owners (2–3 owners, 4–5 owners, > 5 owners),
and the number of owners involved in day-to-day business (2–3 owners work, > 3 owners work, only outsiders
work) are all jointly used to explain productivity. The coefficient estimates for both ‘2–3 owners’ and for ‘4–5
owners’ are negative and statistically significant, indicating a negative impact compared to the base case of only
one owner. Similarly, the estimate for ‘2–3 owners work’ is negative and statistically significant. Columns (2) and
(3) report the results from including either only ownership variables, or variables related to owners involved in
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Table 2. Summary statistics.

Panel A. Variables
Variable Mean Std Dev Minimum Maximum

Sales (Y) 15,189 63,424 21 832,400
Employees (L) 46 64 6 651
Total assets (K) 10,984 37290 14 386,407
lnY 8.338 1.360 3.045 13.632
lnL 3.367 0.868 1.792 6.479
lnK 7.867 1.494 2.639 12.865
Obs 801 801 801 801

Panel B. Production function
Variable Estimate Estimate Estimate

Intercept 2.115 ∗∗∗ 1.931 ∗∗∗ 1.952 ∗∗∗
(14.10) (13.15) (12.04)

lnL 0.486 ∗∗∗ 0.490 ∗∗∗ 0.488 ∗∗∗
(12.31) (11.24) (11.22)

lnK 0.587 ∗∗∗ 0.596 ∗∗∗ 0.597 ∗∗∗
(19.87) (20.20) (19.88)

Yearly dummies Yes No Yes
Industry dummies No Yes Yes
Adj. R2 0.77 0.78 0.78
F-value 297.60 ∗∗∗ 308.89 ∗∗∗ 172.94 ∗∗∗
Obs 801 801 801

Notes: Our sample consists of 801 observations for Finnish manufacturing family firms during the
years 2005–2013. The estimation results reported in the table are based on the following regres-
sion equation:ln(Yi,y) = ω0 + ∑2013

y=2005 δyYear
(y)
i + ∑7

j=1 γjSIC
(j)
i + α ln(Li,y) + β ln(Ki,y) + ui,y , where

ln(Yi,y ) = logarithm of net annual sales for firm i in year y, SIC represents industry classification, ln(Li,y ) =
logarithm of number of employees, and ln(Ki,y ) = logarithm of total assets.

the day-to-day business. The coefficient estimates from these models are very similar to those reported for the
base-case, that is the model in column (1) with all the variables jointly included.

To check for whether there exists a similar effect from multiple owner engagement in the SME boards, we
include the number of owners acting as board members (‘Board 2–3 owners’, ‘Board 4–5 owners’ and ‘Board >

5 owners’ respectively) in the model, first alone (i.e. without the ownership and owner engagement variables).
These results are reported in column (4) of Table 4. The results of this regression indicate that ‘Board 2–3 owners’
is statistically significant, at the 5% level, implying a negative effect when there are 2–3 owners are acting as board
members.

Column (5) of Table 4 includes all previous variables and two additional variables indicating that the CEO
(Chair) is an external one.Of these new coefficient estimates, ‘ExtCEO’ is positive, but not statistically significant.
The board variables are also no longer statistically significant. The final column (6) excludes the insignificant
board variables. In sum, all our results from the differentmodel specifications reported inTable 4 carry consistent
evidence of a negative impact on firm productivity for both multiple owners (especially from 2–3 owners), and
for multiple owner engagement in the daily operations (especially if 2–3 owners are involved in the day-to-day
work).

In summary, the results in Table 4 provide support for hypothesis 1 and indicate a negative effect on pro-
ductivity from few but more than one owner, and if the firm has two or three owners that are involved in daily
business. The results suggest that with the combination of ‘2–3 owners’ decision making is harder and stalemate
situations aremore likely for 2–3 owners compared to the alternatives and therefore is causingmoremaintenance
management costs among family owners.

Table 5 provides further evidence of whether negative effects are balanced by an outside CEO or Chair. Our
main focus, in line with hypotheses 2 and 3, is on the combinations of ExtChair interacting with 2–3 owners, and
ExtCEO interacting with 2–3 owners working in the firm (columns 4 and 2), but for the sake of completeness,
we report results for all 4 interactions of ExtCEO or ExtChair with either the ownership or work variable for 2–3
family members.
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Table 3. Correlation matrix for main variables.

lnY lnL lnK 1 owner
2–3

owners
4–5

owners > 5 owners
Board 1
owner

Board
2–3

owners

Board
4–5

owners

Board
> 5

owners
1 owner
works

2–3
owners
work

> 4
owners
work

Only
outsiders CEO Chair

lnY 1
lnL 0.73 1.00
lnK 0.85 0.65 1.00
1 owner 0.21 0.14 0.16 1.00
2–3 owners −0.19 −0.10 −0.16 −0.47 1.00
4–5 owners −0.02 −0.05 0.02 −0.38 −0.34 1.00
> 5 owners −0.02 0.00 −0.04 −0.29 −0.26 −0.21 1.00
Board 1 owner 0.11 0.10 0.08 0.43 −0.09 −0.19 −0.22 1.00
Board 2–3 owners −0.16 −0.11 −0.12 −0.15 0.35 −0.07 −0.14 −0.59 1.00
Board 4–5 owners 0.05 −0.01 0.05 −0.27 −0.28 0.33 0.29 −0.28 −0.53 1.00
Board > 5 owners 0.06 0.10 0.04 0.01 −0.12 −0.10 0.27 −0.11 −0.20 −0.09 1.00
1 owner works 0.05 −0.06 0.06 0.14 0.00 −0.04 −0.12 0.24 −0.07 −0.14 −0.08 1.00
2–3 owners work −0.08 0.01 −0.05 −0.04 0.13 −0.08 −0.06 −0.10 0.11 0.01 −0.10 −0.51 1.00
> 4 owners work −0.05 −0.09 −0.06 −0.15 −0.12 0.18 0.17 −0.22 0.06 0.20 −0.09 −0.23 −0.57 1.00
Only outsiders 0.14 0.21 0.12 0.11 −0.07 −0.06 0.03 0.18 −0.23 −0.13 0.48 −0.12 −0.30 −0.13 1.00
External CEO 0.11 0.10 0.09 0.17 −0.15 −0.10 0.12 0.10 −0.11 −0.07 0.22 0.00 −0.17 −0.10 0.50 1.00
External Chair 0.01 0.01 −0.02 0.19 −0.10 −0.14 0.06 0.06 −0.08 −0.02 0.15 0.20 −0.17 −0.07 0.14 0.16 1.00
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Table 4. Impact of number of owners on productivity in family firms.

Intercept 2.226 ∗∗∗ 2.143 ∗∗∗ 2.058 ∗∗∗ 2.051 ∗∗∗ 2.260 ∗∗∗ 2.234 ∗∗∗
(12.50) (12.80) (12.14) (11.36) (11.68) (11.90)

2–3 owners −0.224 ∗∗∗ −0.238 ∗∗∗ −0.207 ∗∗∗ −0.221 ∗∗∗
(−4.05) (−4.21) (−3.32) (−3.71)

4–5 owners −0.153 ∗∗∗ −0.140 ∗∗ −0.183 ∗∗ −0.152 ∗∗
(−2.67) (−2.38) (−2.51) (−2.50)

> 5 owners −0.084 −0.079 −0.134 −0.091
(−1.20) (−1.10) (−1.51) (−1.33)

2–3 owners work −0.180 ∗∗ −0.202 ∗∗∗ −0.191 ∗∗ −0.188 ∗∗
(−2.46) (−2.70) (−2.17) (−2.38)

> 3 owners work −0.036 −0.060 −0.040 −0.042
(−0.44) (−0.72) (−0.40) (−0.48)

Only outsiders −0.135 −0.130 −0.220 ∗∗ −0.200 ∗∗
(−1.52) (−1.48) (−2.25) (−1.97)

Board 2–3 owners −0.112 ∗∗ −0.026

(−2.02) (−0.38)
Board 4–5 owners −0.013 0.075

(−0.24) (0.88)
Board > 5 owners −0.030 0.062

(−0.31) (0.52)
ExtCEO 0.091 0.086

(1.28) (1.21)
ExtChair −0.076 −0.069

(−0.87) -(0.81)
lnL 0.498 ∗∗∗ 0.483 ∗∗∗ 0.504 ∗∗∗ 0.484 ∗∗∗ 0.499 ∗∗∗ 0.500 ∗∗∗

(11.48) (11.01) (11.68) (11.15) (11.51) (11.42)
lnK 0.581 ∗∗∗ 0.586 ∗∗∗ 0.590 ∗∗∗ 0.594 ∗∗∗ 0.578 ∗∗∗ 0.580 ∗∗∗

(19.53) (19.51) (20.00) (19.27) (19.00) (19.22)
Sector dummies yes yes yes yes yes yes
Year dummies yes yes yes yes yes yes
Adj. R2 0.79 0.78 0.78 0.78 0.79 0.79
F-value 156.55 ∗∗∗ 161.89 ∗∗∗ 153.97 ∗∗∗ 161.52 ∗∗∗ 137.88 ∗∗∗ 148.10 ∗∗∗
Obs 801 801 801 801 801 801

Notes: The estimation results reported in the table are based on the following regression equation: ln(Yi,y) = ω0 + ∑2013
y=2005 δyYear

y
i +

∑7
j=1 γjSIC

(j)
i + γj(j owner involvement variables) + α ln(Li,y) + β ln(Ki,y) + ui,y where ln(Yi,y ) = logarithm of net annual sales for firm i in

year y, SIC represents industry classification, ln(Li,y ) = logarithm of number of employees, and ln(Ki,y ) = logarithm of total assets. The vari-
ables measuring the involvement of owners are dummy variables indicating the number of owners (‘2–3 owners’, ‘4–5 owners’, ‘> 5 owners’),
the number of owners involved in day-to-day business (‘2–3 owners work’, ‘> 3 owners work’, and ‘Only outsiders’), and the number owners
as acting as board members (‘Board 2–3 owners’, ‘Board 4–5’ and ‘Board > 5 owners’, meaning that 2–3, 4–5 owners, or more than 5 owners
work as board members, respectively. ‘ExtCEO’ and ‘ExtChair’ are dummy variables indicating the presence of an external CEO or Chairman of
the Board, respectively. t-values are reported in parentheses and based on robust standard errors. Data is for 2005–2013. ∗denotes significant
at the 10% level, ∗∗significant at the 5% level, and ∗∗∗significant at the 1% level, double-sided tests.

The results in Table 5 are in line with those in Table 4 when it comes to the 2–3 owners and 2–3 owners work
variables, both of which are negative and significant through all models. That is, we also here obtain support for
hypothesis 1.

Columns (1) and (2) of Table 5 represent the same model as column (1) in Table 4, with the exception that
we now have added ExtCEO or ExtChair interactions with ownership. That is, the models either include the
ExtCEO dummy as well as the interaction variable with 2–3 owners (ExtCEO| 2–3 owners; in column 1) or the
ExtChair dummy and the interaction variable (ExtChair| 2–3 owners; in column 2). That is, the ‘base-case’ is
that of a family CEO or Chair, under the prominent part of our data where the ExtCEO or ExtChair dummies
take the values of zero.4

For the ownership interaction terms, ExtCEO| 2–3 owners is insignificant whereas ExtChair| 2–3 owners is
positive and significant at the 1% level, indicating that under an external Chair, 2–3 owners contribute signifi-
cantly different on firm productivity than under the base-case of a family Chair. The total effect for 2–3 owners
under an external Chair is the sum of two coefficients,in column (2), i.e. the one for 2–3 owners (a negative coef-
ficient of−0.282) and the significantly positive interaction term with ExtChair (0.560), i.e. a positive total effect



10 B. G. BUCHANAN ET AL.

Table 5. Owner vs. outsider as a CEO / chair.

Intercept 2.207 ∗∗∗ 2.225 ∗∗∗ 2.370 ∗∗∗ 2.302 ∗∗∗
(12.09) (12.14) (13.53) (11.78)

2–3 owners −0.203 ∗∗∗ −0.282 ∗∗∗ −0.212 ∗∗∗ −0.222 ∗∗∗
(−3.09) (−4.57) (−3.85) (−3.84)

4–5 owners −0.140 ∗∗ −0.177 ∗∗∗ −0.072 −0.170 ∗∗∗
(−2.36) (−2.96) (−1.25) (−2.85)

> 5 owners −0.091 −0.088 −0.027 −0.092
(−1.35) (−1.25) (−0.41) (−1.32)

ExtCEO 0.095 −0.444
(1.16) (−3.67) ∗∗∗

ExtCEO| 2–3 owners −0.067
(−0.47)

ExtChair −0.160 −0.171
(−1.75) ∗ (−1.40)

ExtChair| 2–3 owners 0.560
(3.12) ∗∗∗

2–3 owners work −0.173 ∗∗ −0.149 ∗ −0.325 ∗∗∗ −0.235 ∗∗∗
(−2.30) (−1.89) (−4.10) (−2.70)

> 3 owners work −0.031 −0.019 −0.095 −0.067
(−0.38) (−0.22) (−1.14) (−0.73)

Only outsiders work −0.199 ∗ −0.084 0.225 ∗ −0.130
(−1.93) (−0.97) (1.78) (−1.51)

ExtCEO| 2–3 owners work 0.899
(6.04) ∗∗∗

ExtChair| 2–3 owners work 0.290
(2.05) ∗∗

lnL 0.498 ∗∗∗ 0.506 ∗∗∗ 0.495 ∗∗∗ 0.490 ∗∗∗
(11.42) (11.65) (11.97) (11.37)

lnK 0.582 ∗∗∗ 0.579 ∗∗∗ 0.576 ∗∗∗ 0.581 ∗∗∗
(19.29) (19.49) (20.29) (19.73)

Sector dummies yes yes yes yes
Year dummies yes yes yes yes
Adj. R2 0.79 0.79 0.80 0.79
F-value 149.07 ∗∗∗ 151.64 ∗∗∗ 168.68 ∗∗∗ 144.41 ∗∗∗
Obs. 801 801 801 801

Notes: The estimation results reported in the table are based on the following regression equation: ln(Yi,y) =
ω0 + ∑2013

y=2005 δyYear
y
i + ∑7

j=1 γjSIC
(j)
i + γj(j owner involvement variables) + α ln(Li,y) + β ln(Ki,y) + ui,y

where ln(Yi,y ) = logarithm of net annual sales for firm i in year y, SIC represents industry classification,
ln(Li,y ) = logarithm of number of employees, and ln(Ki,y ) = logarithm of total assets. The ownership variables
are partly the same as in Table 4 (see Table 4 for variable definitions), and partly new interactive variables as
follows: ‘ExtCEO| 2–3 owners’ (‘ExtCEO’ × ‘2–3 owners’); ‘ExtChair| 2–3 owners’ (‘ExtChair’ × ‘2–3 owners’);
‘ExtCEO| 2–3 owners work’ (‘ExtCEO’ × ‘2-3 owners work’); and ‘ExtChair| 2–3 owners work’ (‘ExtChair’ ×
‘2–3 owners work’). t-values are reported in parentheses and are based on robust standard errors. Data is for
2005–2013. ∗ denotes significant at the 10% level, ∗∗significant at the 5% level, and ∗∗∗significant at the 1%
level, double-sided tests.

of 0.278, indicating that an external Chair eliminates the negative effect otherwise present under 2–3 owners.
This renders support for our hypothesis 2.

Columns (3) and (4) of Table 5 are also identical to column (1) in Table 4, but now we have included ExtCEO
(ExtChair) interactions with family members working in the firm (the 2–3 owners work variable), in columns 3
(4). The results indicate that the significant negative impact from 2–3 owners on firmproductivity is significantly
reduced when either the CEO or the Chair is an external one. The total effects for 2–3 work under an external
CEO/Chair (i.e. the sums of the basic coefficient for 2–3 work plus that variable’s interaction term with ExtCEO
or ExtChair) are nonnegative here as well.

The results in Table 5 support our hypotheses 2 and 3. The results clearly indicate that a negative effect from
the involvement of a few family members can be significantly reduced especially by the presence of an outside
Chairman (for the family ownership concentration) or by an outside CEO (for the family working in the firm).

In summary, our approach to modeling firm productivity in SMEs provides results consistent with produc-
tivity modeling in a more general context, with significant elasticities for capital and labor, and coefficients
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summing to approximately one. The elasticity for capital is larger, slightly above 0.5, while the elasticity for
labor slightly above 0.4. When testing for the relationship between multiple family owners, their involvement in
the daily business and productivity of SME family firms, the results clearly indicate that there exists a negative
effect on productivity if the firm has a few owners (but more than one), and if the firm has two or three owners
that are involved in the day-to-day business.When there is more than one owner, but not toomany, family own-
ership and/or involvement in firm operations tend to be significantly negatively related to firm productivity. The
category of ‘2–3 owners’ seems the one with the most prominent effect. However, the negative effect of multiple
family owners/owners working can be reduced by the presence of an outside Chairman/CEO.

6. Robustness issues

In our paper, we estimate the total factor productivity coefficients in the same model where we also test for
additional effects. Although the one-equation approachweuse is also earlier used in theTotal Factor Productivity
(TFP) literature (e.g. Barth, Gulbrandsen, and Schønea 2005), a two-stage model is often argued for, and used,
as well (Beveren 2012). In the two-stage approach, one first estimates the TFP model, and then, in the next
stage, uses residuals from the first stage and tests for additional factors. We have rerun all our models using this
approach as well, using the TFP specification from the third column of Table 2 (i.e. the one with year and sector
dummies included) as our first stagemodel. In the second stage, i.e. when using the residuals from our first stage
model as the dependent variable, we exclude the year and firm dummies already accounted for in stage one. The
results from our second stagemodels are highly similar to those reported here in Tables 4 and 5, with coefficients
and significance levels for our family characteristics being close to each other in the two approaches.

We must also address other robustness issues. By using industry dummies, we have gone (as we see it) as far
towards a fixed effects (FE) model as we can. There are two reasons why a full firm fixed effects model is not
suitable in our case. First, a firmfixed-effectsmodel (i.e. a panel datamodel including firmdummies) swamps the
effects of all the time-invariant variables in the single firm-specific dummy variable, which makes the individual
testing of separate such firm-specific variables impossible (Baltagi 2008). Since the ownership variables which
we are interested in come from a single questionnaire, and are thus constant at the firm level, a full firm FE
model is not suitable for our study. Second, in our study we have few years but many firms.With such a low time
dimension, estimating the coefficients for a lot of firm dummies would lead to a large loss of degrees of freedom
and increase the problems of multicollinearity (i.e. it would bring us closer to the dummy trap situation that
exists in a one-period model with firm dummies). However, we have rerun our models using the random effects
(RE) specification. The results are generally somewhat weaker, but our main ownership variable (2–3 owners) is
significant with a negative coefficient and t-values exceeding 2 in all themodels in Table 4 where it is present. The
work and board variables in general loose their significance in Table 4, except for 2–3 owners work in column
3 (significant at the 10% level with a negative sign). In Table 5, our results are also robust for the random effects
model specification in the sense that the main test variables, i.e. the interaction variables where eiher an external
CEO or chair is interacted with either 2–3 owners, or 2–3 owners work, still give the same results. That is, for
the ownership variables, interactionwith an external chairman brings a significant improvement in productivity,
and for the work variables, interaction with an external CEO is significantly positive.

In order to test for whether ourmodels with the interaction terms in Table 5may suffer frommulticollinearity
due to the interaction variables, we partition our data and run themodels in Table 5 for two alternative partitions
each creating 2 subsets of data: a partition based on theCEO i.e. a family CEO (627 observations) or an external
CEO (174 observations), and a partition based on theChair i.e. a family Chair (706 observations) or an external
Chair (95 observations). Our results are consistent with those in Table 5.We find that 2–3 owners contribute in a
highly significantly negative way to productivity under all cases but that of an external Chair, in which subsample
the coefficient for 2–3 owners is positive but insignificant.We also find that 2–3 owners working in the firm have
a significant negative effect at least at the 5% level in ‘family’ part of the partitions formed on the basis of the
CEO or Chair, but the effect is positive and highly significant in the ‘external’ part of both partitions.

We also run both models (the basic model as well as the RE model) with clustered standard errors. In our
case, the clustered standard deviation model is somewhat problematic, as our clusters are small and uneven in
terms of sample sizes, as the panel is unbalanced. Clustered standard errors also bring us closer to the problems
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with fixed effects with our time-invariant survey data variables. Clustered standard deviations reduce the signif-
icance levels compared to the base case, and bring the results closer to those from REmodels with conventional
standard errors. For the models in Table 4, our main ownership variable (2–3 owners) is still significant when
using clustered standard deviations, with t-values exceeding 2, wherever it appears except for in the column 5
specification. This holds both the basic and RE specifications with clustered standard errors. For the models in
Table 5, the results are also robust for our test variables here, i.e. the interaction variables. The variables external
Chair× 2–3 owners, and external CEO× 2–3 ownerswork, are both significantly positive in thesemodels. Espe-
cially the latter one is highly significant, with t-values exceeding 3 in all specifications with clustered standard
deviations.5

Our study can also be potentially impacted by selection bias e.g. in the form of firms choosing to answer the
questionnaire, or firms later going bankrupt and leaving the sample. The first problem could be addressed by a
Heckman model, but unfortunately, we do not have data for the firms that did not participate in the survey. To
address the latter problem, we rerun our models, only using a shorter time period after the survey. The survey
was conducted early in 2009, when all firms were active, or alive. Sequentially dropping subsequent years from
2013 to 2009, we rerun all the models in Tables 5, with firm-years dropping from 801 down to 388 in the last
model. Nevertheless, our results are robust for the key variables despite the smaller degrees of freedom. For
models in Table 4, the variable 2–3 owners was significantly negative with t-values above 3 in all the models
that it is included in, as is 4–5 owners. The variable 2–3 owners work is significantly negative too. In Table 5,
dropping the subsequent year sequentially, also keeps the significance of both 2–3 owners as well as both our
main interaction variables, ExtChair× 2–3 owners and ExtCEO× 2–3 owners work, with t-values ranging from
2.31 to 5.76. We can therefore conclude that it does not look likely that firms going bankrupt and disappearing
from our sample during later years biases our results.

Finally, our results may be subject to endogeneity problems such as omitted variables or simultaneity/reverse
causality. For example, it may be that an external CEO or chairman is easier to hire into more productive firms.
On the other hand, firms in troublemay bemore likely to seek andhire external help, i.e. the sign of such potential
causality may be ambiguous. Our data being survey data from a unique time point, and quite restricted produc-
tivity data for unlisted firms makes it hard to control for endogeneity by, for example, natural experiements. We
can neither followwhat happens in the governance of these firms later on, as such data is not available. As a small
test for reverse causality (from productivity to governance), we turn to the lagged variable approach often used
at least as a partial remedy. We hence rerun our models, now successively dropping firm-years from the earlier
part of our time period (from 2005 up to 2009). In the last models, with data from either 2009 or 2010 onwards,
firm performance is thus strictly related to lagged firm governance variables from the survey early in 2009. As in
the survivorship bias tests, this procedure reduces our sample (firm-years) and leads to lower degrees of freedom
(as low as 323 in the last tests). However, our main results are still pretty robust, with significant key interaction
variables in the models of Table 5. For example, in the last model, from 2010 onwards, ExtChair× 2–3 owners is
significant with a t-value of 2.10, ExtCEO× 2–3 owners work with one of 4.27, and, also ExtChair× 2–3 owners
work is significant with a t-value of 2.82.6

7. Conclusions

In the family business literature, the topic of multiple family members engaged in firm operations has received
less attention. The theoretical literature as well as empirical studies of multiple large shareholders in listed, typ-
ically large firms, does not provide unequivocal support for their governing role. Whereas benefits are found
(Maury and Pajuste 2005; Laeven and Levine 2008), some results also point towards more extraction of private
benefits unless monitored by large owners of different types (Attig, Guedhami, and Mishra 2008).

We contribute to the literature onmultiple owners and family firms by studying governancewithin the family.
We focus on cases where there is more than one family member actively involved in the family firm and study
its effect on firm productivity. We also study the governing role of an external CEO or Chairman, in mitigating
the problems when several family members are involved as owners or working within the firm.

Using a random sample of Finnish SME companies including family firms, we find that firm productivity
is negatively related to few but more than one owner, especially when there are 2 to3 owners. We also find a
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negative effect if 2–3 owners work in the firm or are engaged as board members. These results are broadly in
line with previous studies supporting the positive performance of founder-CEO governed firms (i.e. firms with
one dominating family owner). When studying the interactive effects from a family or a non-family CEO or
Chairman, we find persistent support for the governing role of an external CEO or Chairman in the cases of
multiple family ownership or engagement in the firm. Concerning ownership, firm productivity is negatively
related to multiple (that is, 2–3) owners unless the Chairman is an external one, in which case the productivity
under 2–3 owners is significantly improved. Concerning owners working in the firm, firm productivity is signif-
icantly negatively related to multiple (that is, 2–3) owners from within the family working in the firm. However,
under an external CEO, there is a positive and significant incremental effect from 2–3 owners working, produc-
ing a nonnegative total effect. Thus, an external CEO could help improving firms with family owners working
within it. The results of our study have practical relevance and when it comes to questions concerning optimal
governance in small and medium-sized family firms. Our results also have policy implications considering the
European Commission’s call to engage business, favoring SMEs.

Notes

1. They find pay incentives to family members work (i.e. there is a significant positive relationship between firm performance and
pay incentives) when the firm is expected to be sold, or when there is information about the CEO’s estate and share transfer
plans, but not otherwise. They interpret this as evidence of altruism moderating the pay incentives so that the incentivizing
effect is not always present.

2. See Chirico and Bau (2014) also for an extensive survey of family involvement pros and cons. They state that a high percentage of
family members in top management teams may favor family-centric conduct manifesting itself in hiring inept family members,
withdrawing resources for family purposes, thus avoiding business risk.

3. Available upon request.
4. As Table 1 shows, family CEOs and family Chairs are most common in our data set, present in 78% and 88% of the sample

firms, respectively.
5. Our results are also quite robust to winsorizing the dependent variable. We tested this by running all models in Tables 4 and

5 in the TFP residual version, with the dependent variable winsorized at the 1% level. The coefficients and their significance
levels only exhibited quite marginal changes.

6. Results are available upon request from the authors.

Disclosure statement
No potential conflict of interest was reported by the author(s).

Notes on contributors

Professor Bonnie G. Buchanan is the Head of Department of Finance and Accounting and Director of the FinTech Centre at the
University of Surrey, UK. Previously, she was the Fulbright Finland Distinguished Chair in Business and Economics at Hanken
School of Economics.

Eva Liljeblom is professor in Finance at Hanken School of Economics (Finland), and international guest professor at Lund
University. She is the former Rector of Hanken School of Economics.

ProfessorMinnaMartikainen is the newVice-Rector at theUniversity of Vaasa, effectiveAugust 2020. Prior to this shewas professor
of financial accounting, head of department and dean for education in Hanken School of Economics (Finland).

Professor Jussi Nikkinen is Professor of Accounting and Finance and Director of the Finance and Financial Accounting Research
Group at the University of Vaasa. He is also Docent at the Lappeenranta University of Technology, and in 2010-11, he was also
Senior Scientist funded by the Academy of Finland.

ORCID
Bonnie G. Buchanan http://orcid.org/0000-0002-6970-9742



14 B. G. BUCHANAN ET AL.

References
Anderson, R. C., and D. M. Reeb. 2003. “Understanding the Relationship Between Founder-CEOs and Firm Performance.” Journal

of Finance 58: 1301–1328.
Andres, C. 2008. “Large Shareholders and FirmPerformance—AnEmpirical Examination of Founding-FamilyOwnership.” Journal

of Corporate Finance 14 (4): 431–445.
Attig, N., O. Guedhami, and D. Mishra. 2008. “Multiple Large Shareholders, Control Contests, and Implied Cost of Equity.” Journal

of Corporate Finance 14: 721–737.
Baltagi, B. H. 2008. Econometric Analysis of Panel Data. 4th ed. Chichester: John Wiley & Sons.
Barbera, F., and K. Moores. 2013. “Firm Ownership and Productivity: A Study of Family and non-Family SMEs.” Small Business

Economics 40 (4): 953–976.
Barontini, R., and L. Caprio. 2006. “The Effect of Family Control on Firm Value and Performance: Evidence from Continental

Europe.” European Financial Management 12 (5): 689–723.
Barth, E., T. Gulbrandsen, and P. Schønea. 2005. “Family Ownership and Productivity: The Role of Owner-Management.” Journal

of Corporate Finance 11 (1–2): 107–127.
Bennedsen, M., and D. Wolfenzon. 2000. “The Balance of Power in Closely Held Corporations.” Journal of Financial Economics 58:

113–139.
Bertrand, M., and A. Schoar. 2006. “The Role of Family in Family Firms.” Journal of Economic Perspectives 20 (2): 73–96.
Beveren, I. V. 2012. “Total Factor Productivity Estimation: A Practical Review.” Journal of Economic Surveys 26 (1): 98–128.
Boubaker, S., P. Nguyen, and W. Rouatbi. 2016. “Multiple Large Shareholders and Corporate Risk-Taking: Evidence from French

Family Firms.” European Financial Management 22 (4): 697–745.
Casson, M. 1999. “The Economics of the Family Firm.” Scandinavian Economic History Review 47: 10–23.
Castillo, J., andM.W.Wakefield. 2006. “An Exploration of Firm Performance Factors in Family Businesses: Do Families Value Only

the ‘Bottom Line’?” Journal of Small Business Strategy 17 (2): 37–52.
Chirico, F., andM. Bau. 2014. “Is the Family an “Asset” or “Liability” for Firm Performance? TheModerating Role of Environmental

Dynamism.” Journal of Small Business Management 52: 210–225.
Chrisman, J. J., J. H. Chua, and R. A. Litz. 2004. “Comparing the Agency Costs of Family and non-Family Firms: Conceptual Issues

and Exploratory Evidence.” Entrepreneurship: Theory and Practice 28: 335–354.
Claessens, S., S. Djankov, and L. H. Lang. 2000. “The Separation of Ownership and Control in East Asian Corporations.” Journal of

Financial Economics 58 (1-2): 81–112.
Cromie, S., B. Stephenson, and D. Monteith. 1995. “The Management of Family Firms: An Empirical Investigation.” International

Small Business Journal 13: 11–34.
Cucculelli, M., L. Mannarino, V. Pupo, and F. Ricotta. 2014. “Owner-management, Firm age, and Productivity in Italian Family

Firms.” Journal of Small Business Management 52: 325–343.
Cucculelli, M., and G. Micucci. 2008. “Family Succession and Firm Performance: Evidence from Italian Family Firms.” Journal of

Corporate Finance 14: 17–31.
Daily, C. M., and M. J. Dollinger. 1992. “An Empirical Examination of Ownership Structure in Family and Professionally Managed

Firms.” Family Business Review 5 (2): 117–136.
DeAngelo, H., and L. DeAngelo. 2000. “Controlling Stockholders and the Disciplinary Role of Corporate Payout Policy: A Study of

the Times Mirror Company.” Journal of Financial Economics 56 (2): 153–207.
EuropeanCommission. 2015. “Annual Report onEuropean SMEs.” https://ec.europa.eu/jrc/sites/jrcsh/files/annual_report-eusmes_

2015-16.pdf
Eurostat. 2018. “Annual report on European SMEs. Special Background Document on the Internationalisation of SMEs.” SME

Performance Review 2017/2018. https://ec.europa.eu/eurostat/web/products-eurostat-news/-/EDN-20181119-1
Faccio, M., and L. H. P. Lang. 2002. “The Ultimate Ownership of Western European Corporations.” Journal of Financial Economics

65: 365–395.
Graham, J. R., andC. R.Harvey. 2001. “The Theory and Practice of Corporate Finance: Evidence from the Field.” Journal of Financial

Economics 60 (2-3): 187–243.
Holderness, C., and D. P. Sheehan. 2000. “Constraints on Large-Block Shareholders.” In Concentrated Corporate Ownership, edited

by R. K. Morck, 139–176. Chicago: University of Chicago Press.
James, H. S. 1999. “Owner as Manager, Extended Horizons and the Family Firm.” International Journal of the Economics of Business

6 (1): 41–55.
Laeven, L., and R. Levine. 2008. “Complex Ownership Structures and Corporate Valuations.” Review of Financial Studies 21:

579–604.
La Porta, R., F. López De Silanes, and A. Shleifer. 1999. “ Corporate Ownership Around theWorld.” Journal of Finance 54: 471–517.
Lauterbach, B., and A. Vaninsky. 1999. “Ownership Structure and Firm Performance: Evidence from Israel.” Journal of Management

and Governance 3 (2): 189–201.
Lee, J. 2006. “Family Firm Performance: Further Evidence.” Family Business Review 19 (2): 103–114.
Lekvall, P., R. J. Gilson, J. L. Hansen, C. Lönfeld, and M. Airaksinen. 2014. The Nordic Corporate Governance Model. New York:

Faculty publications, Columbia Law School.



THE EUROPEAN JOURNAL OF FINANCE 15

Levie, J., andM. Lerner. 2009. “ResourceMobilization and Performance in Family andNonfamily Business in the United Kingdom.”
Family Business Review 22: 25–38.

Martikainen, M., J. Nikkinen, and S. Vähämaa. 2006. “Production Functions and Productivity of Family Firms: Evidence from the
S&P 500.” The Quarterly Review of Economics and Finance 49: 295–307.

Masulis, R. W., P. K. Pham, and J. Zein. 2011. “Family Business Groups Around the World: Financing Advantages, Control
Motivations, and Organizational Choices.” The Review of Financial Studies 24 (11): 3556–3600.

Maury, B. 2006. “Family Ownership and Firm Performance: Empirical Evidence fromWestern European Corporations.” Journal of
Corporate Finance 12 (2): 321–341.

Maury, B., and A. Pajuste. 2005. “Multiple Large Shareholders and Firm Value.” Journal of Banking & Finance 29: 1813–1834.
Mustakallio, M., E. Autio, and S. A. Zahra. 2002. “Relational and Contractual Governance in Family Firms: Effects on Strategic

Decision Making.” Family Business Review 15 (3): 205–222.
OECD. 2017. “Enhancing the Contributions of SMEs in a Global and Digitized Economy.” Meeting of the OECD Council at

Ministerial Level, Paris, June 7–8.
Pagano, M., and A. Roell. 1998. “The Choice of Stock Ownership Structure: Agency Costs, Monitoring, and the Decision to go

Public.” Quarterly Journal of Economics 113: 187–225.
Palia, D., and F. Lichtenberg. 1999. “Managerial Ownership and Firm Performance: A re-Examination Using Productivity Measure-

ment.” Journal of Corporate Finance 5: 323–339.
Reid, R. S., and J. S. Adams. 2001. “Human Resource Management – a Survey of Practice Within Family and non-Family Firms.”

Journal of European Industrial Training 25: 310–320.
Schulze, W. S., M. H. Lubatkin, and R. N. Dino. 2003. “Toward a Theory of Agency and Altruism in Family Firms.” Journal of

Business Venturing 18: 473–490.
Sciascia, S., and P. Mazzola. 2008. “Family Involvement in Ownership and Management: Exploring Nonlinear Effects on Perfor-

mance.” Family Business Review 21 (4): 331–345.
Shapley, L. S., andM. Shubik. 1954. “AMethod for Evaluating the Distribution of Power in a Committee System.”American Political

Science Review 48: 787–792.
Smith, M. 2006. “An Empirical Observation of the Managerial Development of Family and non-Family SMEs from Australia’s

Manufacturing Sector.” Journal of Enterprise Culture 14: 125–141.
Sraer, D., and D. Thesmar. 2007. “Performance and Behavior of Family Firms: Evidence from the French Stock Market.” Journal of

the European Economic Association 5 (4): 709–751.
Trahan, E. A., and L. J. Gitman. 1995. “Bridging the Theory-Practice Gap in Corporate Finance: A Survey of Chief Financial

Officers.” The Quarterly Review of Economics and Finance 35 (1): 73–87.
Villalonga, B., and A. Amit. 2006. “How do Family Ownership, Control and Management Affect Firm Value.” Journal of Financial

Economics 80: 385–417.
Westhead, P., and C. Howorth. 2006. “Ownership andManagement Issues Associated with Family Firm Performance and Company

Objectives.” Family Business Review 19 (4): 301–316.


	1. Introduction
	2. Prior research and hypothesis development
	3. Modeling the effects of the number of owners and their role on firm productivity
	4. Data
	5. Empirical results
	6. Robustness issues
	7. Conclusions
	Notes
	Disclosure statement
	ORCID
	References


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile ()
  /CalRGBProfile (Adobe RGB \0501998\051)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 524288
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments false
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings false
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Remove
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.90
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.90
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Average
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /ENU ()
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [536.003 697.493]
>> setpagedevice


