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Abstract

This article investigates the differences in management goals between family owned and non-family owned
firms in Poland. The aim is to understand whether there are general differences in between the two types of
firms, along with differences in age, the internationalisation grade and the turnover of the firms. We used
questionnaire-based interviews (computer-assisted telephone interview (CATI) and computer-assisted web
interview (CAWI) techniques) to create a sample of 758 Polish firms that employed more than 49 people.
Using the substantial family influence index put forward by Klein (2010, p. 17), we identified 396 firms as
being family firms, with the rest being non-family firms. Nine goals were presented to representatives of
these firms (owners, chief executive officers (CEOs), chief financial officers (CFOs)) who were then asked
to sort them into four groups. The estimation of the empirical data was conducted using descriptive analyses
and statistical verifications of the differences in fraction indicators. According to the literature, we found
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that “independence from others” (control argument) is a significant difference in family firms, along with
“long-term value creation” and “high growth rates”. Our focus was on Poland, a large, Eastern European
country with only a brief history as a market economy. Its private sector is relatively small and there are
fewer large and well-established family firms than there are in Western Europe. The practical impact of
this study lies in a better understanding of Polish family firms for all stakeholders.

Introduction

Family firms account for approximately 90% of all firms in the world (Aldrich
& Cliff, 2003) and they also play the vital role among listed companies. In general
terms, this percentage will differ between countries with different economic situations
and conditions, particularly if they are more market- or banking-oriented countries.
In Poland, approximately 40% of the total number of firms in the country are family
owned (Jezak, 2016, pp. 52—-59). Additionally, there is no generally accepted defini-
tion of family firms in the literature, particularly in empirically-oriented studies and
in practice. For the purpose of this study, it is assumed that a family business is one
in which the family is influenced by three of its components: ownership, management
and control (Handler, 1989, pp. 257-276; Shanker & Astrachan, 1996, pp. 107-123;
Sharma, 2004, pp. 1-36). The operationalisation of this influence is reflected in the
substantial family influence index (SFI) proposed by Klein (2000, p. 17). This index
assumes that in a family enterprise, the family owns at least one share and the sum
of weighted family shares in ownership, management and control is not less than
one (Klein, 2000, pp. 157-173).

From research conducted around the world, many different characteristics have
been identified, some of which differ between family and non-family firms. These
differences occur because a family enterprise consists of three systems: family,
ownership and enterprise (Gersick, Davis, Hampton, & Lansberg, 1997, p. 5). In
a family enterprise, in addition to the typical financial goals related to the company’s
profit and value, there are also non-financial goals (Astrachan & Zellweger, 2008,
pp. 83—-108; Chrisman, Chua, Pearson, & Barnett, 2012, pp. 267-293).

However, while researchers agree on the existence of differences in the objectives
of family enterprises in relation to non-family enterprises, there is no consensus on
the priority of the family business for financial or non-financial purposes (Jaskiewicz
& Klein, 2007, pp. 1080—1089; Achleitner, Bock, Braun, Schraml, & Welter, 2010,
pp. 227-258). Family enterprises face permanent challenges due to the disparate
understanding of family rationality and the rationality of their enterprise (Simon,
2012). The effectiveness of a family enterprise should ensure the achievement of
the family’s goals without disrupting the rational foundations of running a business
(Mirk, Kraus, & Peters, 2010, pp. 31-59).

One understandable characteristic is that family firms would like to pass their
businesses to their heirs (Anderson & Reeb, 2003; Andres, 2008; Blanco-Mazaga-
tos, Cuevedo-Puente, & Castrillo, 2007; Mishra & McConaughy, 1999). While it
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is clear that conflicts within the family or between some families are possible, this
orientation is the basis for a typically long-term orientation in management decisions
(James, 1999; McConaughy, Matthews, & Fialko, 2001; Ward, 1997). This means
that striving to ensure the long-term survival of the company is more important than
increasing its value (Anderson, Mansi, & Reeb, 2003, pp. 263-285). The processes of
succession and entry into the enterprise by the next generation of owners has caused
the emergence of new groups of stakeholders, changing the hierarchy of goals and
increasing the professionalisation of management (Kotadkiewicz, 2015, p. 138).
Succession leads to a preference for the company’s economic goals and a reduced
importance on family goals (Jaskiewicz & Klein, 2007).

Furthermore, families want to remain in control of their firms (Chrisman et al.,
2003; Gémez-Mejia, Takacs Haynes, Nufiez-Nickel, Jacobson, & Mojano-Fuentes,
2007) meaning that independence from other partners is also an important goal. Some
influences can be highlighted for this central goal. For example, family firms do not
like banks and equity investors from outside the family to have too much influence
(see relationship banking by Pernsteiner & Wectawski, 2016). Family members
would use their firm’s finances to earn a (personal) reputation (Ampenberger, Schmid,
Achleitner, & Kaserer, 2013; Dyer & Whetten, 2006; Ellul, 2009).

From a financial point of view, families tend to have undiversified portfolios
(Andreson & Reeb, 2003; Dreux, 1990) despite often being very rich. We can see
two interesting consequences of this here. First, this situation will lead to risk-
averse behaviour in management (Hiebl, 2013), no differences in risk management
to non-family firms (Dick & Pernsteiner, 2015) and, for example, a lower level of
investment and a tendency towards a more conservative financial policy, often within
the capital structure (Pernsteiner & Dick, 2013).

Second, and this is very much in line with these arguments, there are strong
interests in the firm’s survival (Ang, 1992). Family firms have a lower level of val-
ue-creating management concepts, such as value-based management, than non-family
firms (Dick & Pernsteiner, 2015).

The subject literature indicates the impact of the size of a family enterprise on its
business objectives. In young and small enterprises, family goals such as the attitude
towards survival, creating jobs for the family and socio-emotional values (socio-emo-
tional wealth) are often more important than rational economic goals (Berrone, Cruz,
& Gomez-Mejia, 2012; Zellweger & Astrachan, 2008, pp. 347-363). Along with an
increase in the size of the enterprise, the activity is complicated and requires more
professionalisation, along with the employment of external managers. This leads to
the weakening of the importance of the family’s goals and the gradual domination
of purely economic goals (Olson, Zuiker, Danes, Stafford, Heck, & Duncan, 2003).

The open nature of modern economies means that a large number of enterprises
are included in international exchanges. Internationalisation is treated as one of
the aspects of a company’s development strategy (Claver, Rienda, & Quer, 2007,
p. 457). This also applies to small and medium-sized enterprises, which are often
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family enterprises. However, there is no consensus among researchers regarding
whether family enterprises are more internationalised than non-family enterprises,
or vice versa. The results of some surveys indicate that family businesses partic-
ipate to a lesser extent in international trade, which is particularly reflected in the
lower share of foreign turnover within the total turnover (Fernandez & Nieto, 2005,
p. 81). This is the result of the influence of the family members who are managing
the family business and are less inclined to undertake foreign activities than external
managers from non-family enterprises (Zahra, 2003, p. 501). The concern of the
owners about the loss of control over the enterprise (Gallo & Pont, 1996, p. 48) and
the unwillingness to borrow from outside the bank, which is often necessary for
foreign operations (Graves & Thomas, 2008, p. 161), also have a negative impact on
the level of internationalisation of family businesses. Other studies, however, raise
arguments which indicate that the characteristics of family enterprises positively
affect the level of their internationalisation, such as long-term orientation and the
concentration of power in the hands of the owners, if they are focused on greater
internationalisation (Klein, 2008, p. 14).

The contribution of this paper to the research and literature comes from the
point of view of the authors in two fields. Our focus is on Poland, a large Eastern
European country with a relatively brief history as a market economy compared with
other Western European countries. As a consequence, Poland has a relatively small
private sector and there are fewer large and well-established family firms than in
the Western European counterparts (Family Business Yearbook, 2014, p. 21). The
historical differences in the timeline of the market economy or cultural differences
between Western European countries and Poland could be one of the reasons for
different orientation of Polish family firms. We use an empirical methodology for
this study based on questionnaire-based interviews (computer-assisted telephone
interview (CATI) and computer-assisted web interview (CAWI) techniques) con-
ducted on a nationwide scale. The answers given by managers were part of a large
finance-oriented questionnaire. The analysis of the collected empirical data is based
on the analysis of the structure of the population and the analysis of interdepen-
dencies. The results for family and non-family enterprises are compared and the
significance of the differences are also analysed.

Data and sample description

The questionnaire was conducted in the third quarter of 2014 using a random
sample of 758 Polish firms that employed more than 49 people. Small enterprises
were not included in this sample because they often have no clearly focused goals or
strategies. Using the SFI (Klein, 2010) as a concept, which defines a family firm based
on the stake of the family in the firm’s equity and the percentage of family members in
the management and on the supervisory board, we identified 396 firms that were also
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family businesses. There were also a small number of listed companies within this sam-
ple. Nearly half of the enterprises employed 50-99 people and were considered to be
medium-sized firms. The large companies represented only 6% of the research sample.

More than 75% of the family firms were established between 1989 (the beginning
of Poland’s market economy) and 2003, with only 14% being established before 1989.
Therefore, it was logical to state that more than two-thirds of the owners were from
the first generation, one-third from the second generation, and almost no owners from
the third or subsequent generations. The average age of the family firms was 21; 22
for non-family firms.

Both family and non-family firms were similar in their sector structure. The dom-
inant sector of the family firms was manufacturing, which represents 57%, with con-
struction at 14%, the service sector at 10% and trade at 6%.

A total of 18% of family enterprises created revenues up to PLN 8 million, 56%
created revenues from PLN 8 to 40 million, and the remaining firms generated more
than PLN 40 million. The turnover structure of non-family enterprises was similar and
there were slightly fewer companies with the lowest turnover (up to PLN 8 million)
and more with the largest turnover (more than PLN 40 million). Therefore, although
medium-sized companies were predominant in the sample, they were mostly small
enterprises in terms of turnover value.

The structure of revenues of non-family enterprises was also very similar. We
found that 61% of the family firms had a stronger engagement in exports than their
non-family firm counterparts (43%). An analogous difference was related to the share
in imports, in which 66% of family businesses and 56% of non-family businesses
were involved. Other forms of internationalisation (foreign branches, joint ventures,
franchise) occurred sporadically.

Research design and first results

As mentioned above in the literature, there is no doubt that the long-term orien-
tation in management decisions is typical for family firms. Therefore, we will argue
that the goal of “long-term orientation” will be more important for family firms than
for non-family firms.

Similarly, for Goal 2 in our list concerning “independence to others” (see Table
1), the literature clearly shows that families like to control their firms and do not,
therefore, like to be influenced by shareholders and stakeholders from outside the
family. It is very difficult to split the different groups of stakeholders in a question-
naire; consequently, for family firms, in general, the goal of “independence to others”
is more important than for the non-family group.

The third point is “risk reduction”. The majority of the literature posits that family
firms tend to exhibit risk-averse behaviour because they tend to have undiversified
portfolios. Long-term orientation and the tendency to reduce risks more than other
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owner-groups are activities that can mitigate the disadvantages of these undiversified
portfolios. Accordingly, we argue that family firms are more oriented towards risk
reduction than non-family firms.

The influence of the family in the firm will lead to special structures, goals and
behaviour patterns (Habbershon & Williams, 1999), as well as a high engagement of
the family members in the firm. Therefore, it could be stated that family firms will
achieve high growth rates in general, perhaps more so than other types of firms. The
most important goal of a firm is to create value. The long-term orientation of a family
firm is combined with the goal of “value creation” to form this long-term orientation. For
family firms, long-term value creation will be more important than for non-family firms.

For Goals 6 to 9 (see Table 1), the background is more oriented towards the
personal position of the members of the family and their relationships to the firm.
Between family and firm, there is an emotional bond; thus, family firms prefer to
create jobs more than their non-family counterparts. Long-term orientation, in combi-
nation with a stronger personal binding to the other stakeholders, leads to a stronger,
long-term oriented relationship with others. Despite all these aspects, the family
owners aspire to a high standard of living (Goal 8). From the roots of the emotional
bonding to the firm stems the goal of “short-term profit maximation”. We posit that
this goal is more important to non-family firms.

We presented these nine goals to the firm managers and asked them to rate them
as either very important, important, less important, or not relevant (not important)
to the firm. The differences between family firms (FF) and non-family firms (NFF)
are detailed in Table 1.

Table 1. Goals of Polish family firms and non-family firms

Importance for firms (in %)

Goal Very important Important Less important | Not important

FF NFF FF NFF FF NFF FF NFF

1. Long-term orientation 94.1 92.7 3.1 4.6 0.8 0.9 2.0 1.8
2. Independence from others 83.0 65.9 8.9 10.7 4.0 11.1 4.1 12.3
3. Risk reduction 77.9 76.1 17.0 16.9 2.1 4.5 3.0 2.5
4. High growth rates 76.0 66.6 20.3 22.1 22 6.4 1.5 4.9
5. Long-term value creation 73.0 62.2 18.7 22.9 4.5 9.1 3.8 5.8
6. Job creation 63.8 57.9 242 28.2 9.7 11.1 2.3 2.8
7. Strong, long-term relationships | 61.6 59.5 22.5 21.2 11.6 11.3 43 8.0

with others

8. High standard of living 57.5 26.6 23.8 22.0 12.6 17.0 6.1 344
9. Short-term profit maximation 43.4 37.8 28.2 29.9 24.3 24.1 4.1 8.2

FF — family firms, NFF — non-family firms

Source: Authors’ own study.

Table 1 shows that more than 75% of family firms saw long-term orientation,
independence, risk reduction and high growth rates as being very important goals,
with long-term value creation being seen as almost as important. Furthermore, it is
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also clear that there are differences between family firms and non-family firms. In
the four goals mentioned above, family firms have higher percentages of consent
than non-family firms. In general, family firms have a stronger commitment to these

goals than non-family firms.

We would like to add three additional aspects to the discussion: the age of the
firm, the level of internationalisation and the size of the firm. The age of the firm is an
indicator of both organisational stability and perhaps the expertise in business fields.
It is also a sign of openness and perhaps the ability to take greater risks. Size is also
an indicator for diversification. We divide each aspect into further subcategories:

1. Age of the firm: Established 2004-2014, 1989-2003 or before 1989.

2. Level of internationalisation: Turnover is more than 50% in Poland or abroad.
3. Size: Turnover up to PLN 8 million; PLN 840 million; PLN 40-200 million,

or more than PLN 200 million.

According to our arguments shown above and the results of the descriptive

statistics (Table 1), we can fix our hypotheses, thus:

1. Family firms are more oriented towards a long-term view in management.
2. For family firms, independence from other partners is more important than

for non-family firms.

3. Risk reduction in day-to-day business is more important for family firms than

for non-family firms.

Table 2 shows the differences between family firms and non-family firms for
the nine goals. The differentiation is for age, internationalisation and size. The sig-

nificances are marked, and we used the two-tailed test.

Table 2. Family firms and non-family firms differentiated in categories (in %)

NFF 70.0 81.3 69.9 583 69.2 72.9 579 71.3 71.4

Slg. Fk w3k * sk *

Ace Internationali- Tumnover
Firms Total B sation
1 [ 2 [ 3 1] 2 1| 2 [ 3 4
1. Long-term orientation
FF 96.1 100.0 95.5 96.2 95.2 100.0 97.2 94.0 99.0 100.0
NFF 94.4 90.6 95.3 88.0 94.3 93.6 88.7 96.3 94.0 100.0
Sig. *% *% * *
2. Independence from others
FF 86.5 89.5 87.1 80.8 86.0 89.2 87.0 86.4 86.7 84.6
NFF 75.2 83.3 73.7 81.8 76.3 68.9 74.5 78.7 71.8 58.3
Sig. sokok skokok sokok T * * *k
3. Risk reduction
FF 80.2 75.0 80.4 81.8 79.8 86.8 81.7 79.1 80.4 86.7
NFF 78.7 81.3 77.4 88.0 80.1 72.9 78.3 79.2 77.4 83.3
Sig. *
4. High growth rates
FF 77.1 79.5 75.3 83.3 76.8 78.8 81.1 72.0 83.0 86.7
100.0
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Internationali-
Firms Total Age sation Tumover
1 2 3 1 2 1 2 3 4
5. Long-term value creation
FF 75.9 66.7 76.5 79.2 73.7 86.8 74.3 70.5 85.6 92.9
NFF 66.0 68.8 66.5 57.1 64.8 67.4 59.3 63.0 72.6 91.7

6. Job creation

FF 65.3 71.1 62.6 74.5 64.0 73.1 75.3 63.1 63.9 53.3
NFF 59.6 57.6 58.6 64.0 60.1 58.7 54.1 56.5 65.0 91.7
Sig. ok sk
7. Strong, long-term relationships with others
FF 64.3 52.6 64.4 71.2 65.4 59.7 73.6 57.6 70.2 71.4
NFF 64.5 54.5 64.2 76.2 67.0 56.8 66.7 65.8 58.2 81.8
8. High living standards
FF 61.2 66.7 59.6 66.7 60.0 65.1 61.6 63.1 58.9 46.2
NFF 40.6 39.1 41.3 28.6 42.8 343 389 40.0 38.1 75.0

9. Short-term profit maximation

FF 452 48.7 43.6 49.1 46.6 42.4 58.3 41.5 40.6 60.0
NFF 41.2 43.8 40.9 36.4 40.6 38.3 40.0 38.0 50.0 25.0
Sig. sk sk

FF — family firms, NFF — non-family firms

Age: 1 -2004-2014; 2 —1989-2003, 3 — before 1989; Internationalisation: More than 50 turnovers (1 — Poland, 2 — abroad).
Turnover: 1 —up to PLN 8 million; 2 — PLN 8-40 million; 3 — PLN 41-200 million; 4 — more than PLN 200 million.
Statistical significance: * p <0.1; ** p <0.05; *** p <0.01, respectively.

Source: Authors’ own study.

Results and discussion

In general, we cannot find significance for the stronger “long-term orientation” of
family firms. However, we observe that the younger and more export-oriented family
firms seem to be more long-term oriented. The younger family firms are primarily
in the first generation and are more focused on a long-term orientation than firms
in the second or third generation, which had generation transfers. Younger family
firms are aware of the multitudinous risks, meaning that their will to survive is very
strong and they have a solid focus on a long-term orientation. Export-oriented family
firms take more risks and often invest more financial resources in internationalisation
strategies. Therefore, they have a stronger long-term perspective. In light of these
results, Hypothesis 1 can only be partially accepted.

“Independence from others” gives clearer results, as the difference between fam-
ily and non-family firms is significant. According to the literature, we can confirm
that this goal is very important for family firms. In fact, it is strongly significant for
the large group of middle-aged family firms and for companies that are more oriented
in their business activities in Poland. Therefore, we can accept Hypothesis 2.
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Likewise, if we look to the goal of “risk reduction”, we can see a clear pic-
ture. There is no significant difference between family firms and their non-family
counterparts in general and in all subcategories. Our results align with Dick and
Pernsteiner’s (2015) results for Austrian and German family firms. Professionalism
is the same for family and non-family firms; therefore, both types of firms use the
same instruments for risk management. A questionnaire may not also be as precise as
quantitative data; managers may also respond that they have risks under their control
due to overconfidence in their management expertise. In summary, we cannot say
that family firms are more risk-averse, and therefore we cannot accept Hypothesis 3.

Beyond these hypotheses, we can look for further results. There is a clear dif-
ference between family and non-family firms regarding the goal of achieving “high
living standards”. This goal pertains more to individuals than corporations, and there-
fore we would not make further arguments. In general, family firms are more oriented
towards the goals of “long-term value creation” and “high growth rates”. Therefore, it
is not possible to argue that family firms are less professional than non-family firms.
The long-term value orientation is present in nearly all subcategories. The goal of
high growth rates is greater for older and smaller firms; they are more interested in
coming “back” to higher growth rates. In general, both goals show us the high levels
of engagement and the strong bonds that exist between the families and their firms.

They will work together to strongly pursue their goals.

LIS

“Job creation”, “strong, long-term relationships with others”, and ““short-term
profit maximation” are only significant in a few subcategories; thus, we are unable
to provide a strong correlation. “Independence from others” (the “independence”
argument), “high growth rates” and “long-term value creation” are goals in which

family firms are more strongly oriented than non-family firms.

Regarding limitations, since the data is specific to Poland and because of cultural
and economic differences, we cannot generalise these results. In addition, a signifi-
cant number of Polish family enterprises are still in the hands of the first generation,
namely the founder or the founder’s family. This may result in family goals being

a significant part of the ethos of the business.
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