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Abstract

Family firms are the dominant form of business in the economies of the world. Depending on
the definition adopted, their participation in the market is estimated at 15-70% of all businesses
in the U.S. and the EU with a share of GDP ranging from 12 to 49%. In Poland, the family
business has become an interesting research topic, especially after over 25 years of existence in
the economy.The prevailing assumption is that a family business, due to a presumed long term
relationship, embedded community orientation and shared vision, would be naturally ethical
and socially responsible. This kind of business may have unique perspectives of socially
responsible behavior due to the family involvement and ties to the community and their
commitment to uphold the business. This study aims to explore the consequences of corporate
social responsibility (CSR) for family firms operating on a big scale. Using a national survey on
1452 companies, the researcher profiled family business operators’ (n = 203). The data of 49
was analyzed in order to determine whether their CSR orientation contributed to family
business performance. Although the study was exploratory, it addressed CSR in a context new to
the literature as it focused on Polish large family firms. The results provide a substantial insight
and understanding of CSR and its importance to family business performance. The findings may
prove beneficial to community and economic development of specialists, business consultants,
and family business operators.
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Introduction

Family firms play an important role in
leading economic growth throughout the
world (Chua, Chrisman, and Sharma, 1999;
Sacristan-Navarro, GOmez-Anson, and
Cabeza-Garcia, 2011). This statement also
relates to Poland, as in 2009, according to
PARP (The Polish Agency for Enterprise
Development) family businesses accounted
for 36% of the SME sector, whilst the share of
family enterprises decreases along with the
growth of the enterprise: among micro-
enterprises, family companies account for
38%, small companies 28%, and medium-
sized companies 14%. It is estimated that
family businesses produce at least 10.4% of
the total Polish GDP and employ about 21%
of the total employed by the SME sector.

Family enterprises are often associated with
small and medium-sized enterprises. The
cross-sectional quantitative research on
family businesses in Poland was very limited
and usually concentrated on the SME sector.
Considering the fact that there is no single
definition of the term "family enterprise” and
no statistics specific for family businesses,
the number and importance of family
businesses can only be estimated, especially
concerning large family business.

In family enterprises, resources are identified
as family assets, which seem to create strong
relationships between the company and the
family. A strategic advantage of a family firm
is the result of having unique resources, such
as social, human or financial capital. Social
capital in family businesses, based on strong
ties and mutual trust, speeds up the flow of
information and allows reducing the
transaction costs. This increases the
flexibility of these entities and enables quick
adaptation to changes in the environment.
The unique relationship between the family
and the company's resources, treated as
family property, leads to prudent decisions
and avoidance of high risk in the business
(Klimek, 2014; Leszczewska, 2016).

Family business may have unique
perspectives of socially responsible behavior
due to the family involvement and ties to the
community and their commitment to uphold
the business. Some researchers argue that
the strong roots in the local community have
an important impact on their higher interest
in socially responsible activities (Lopez-
Cozar, 2014). Other scholars claim that it is
unclear to establish if family values influence
the greater popularity of CSR among family
businesses (Zulkifli, 2011).

Therefore, the discussion on the social
responsibility in family business should be
placed in the context of their unique
resources and special relationships between
the family and the business. The scientific
discussion regarding CSR is definitely
ongoing also in Poland, but there is still little
evidence on the features of the socially
responsible approach in family owned
companies.

Definitions of the Family Business

Family firms are a crucial part of the business
landscape and have played a significant role
in the economies for years. The study of La
Porta, et al, (1999) indicates that families
control 53% of publicly traded firms in 27
countries. The research conducted in the USA
by the Family Firm Institute (2014) shows
that family businesses account for 80% of all
enterprises and create nearly 50% of GDP.
Similar evidence can be found in the
emerging-markets. Claessens, Djankov, and
Lang (2000) state that a significant number
of firms are owned and managed by
controlling families in East Asian emerging-
market countries. Even though Western
European countries have a different
corporate culture and organization, here also
family businesses dominate in the economy.
Morck and Yeung (2004) confirm these
results for other countries, such as Germany
or Spain, where family enterprises constitute
approx. 60%. Italy, Sweden and Germany
show more vivid evidence that the
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percentage of family controlled firms make
up more than 90 percent of all firms in these
countries.

Despite the important role of family
entrepreneurship in the economy, there are
still serious problems with defining a family
firm. This may be due to the existence of a
very diversified research group as each
family business has its own history, culture
and specifics that differ in various ways.
Moreover, the legal form, size, type of
activity, length of operation or development
stage may affect them greatly. Although in
1989 Handler stated that "defining family
businesses is the first and the most obvious
challenge that family business researchers
have to face", after nearly 30 years the
challenge still remains.

It is generally agreed that family involvement
in the business is what makes the family
business unique. Based on the subject
literature review, it is said that any relation
between the family and the business is
sufficient to conduct a family business. An
example is given by Davis who defined the
family business as a structure with the
presence of interactions between family and
business. Handler (1989) claims that the
family involvement refers to ownership and
management. Churchill and Hatten (1987)
believe that the involvement also includes
the existence of a family successor. One more
example is the definition provided by
Beckhard and Dyer (1983) that a family
business is the system that includes the
business, the family, the founder and such
linking organizations as the board of
directors. Despite the existence of many
definitions, a family business is connected to
three basic terms. These are family, business
and ownership (Davis and Harveston, 1998).

Family companies have also been defined in a
variety of ways in the literature including the
degree of family ownership, management by
family = members, interdependency of
systems, and intention to transfer to the
family (Litz 1995). To address the degree of
involvement in family business, Astrachan

and Shanker (2003) offer a broad definition
that includes control over the strategic
direction of the firm and direct involvement
in daily operational issues.

The main problem in defining family
business is the broad variation of the
examined subject. Under the heading of
family businesses are small, medium, and
large companies; family-owned, family-
managed, family-controlled  businesses
subsumed; and founder companies that are
“potential family businesses” but clearly not
non-family businesses. That is why,
according to Klein (2000), the decision
whether to classify a business as a family
business should be made with the data based
on the definition and not on what a
researcher, company, and/or family
members decide. In addition, the definition
has to draw a clear boundary between family
and non-family businesses and must classify
different types of family businesses.

In 2007, the group of experts of the EU
Member States within the framework of Final
Report specified the so-called European
definition of family businesses (EC, 2009).
The definition has been adopted by the
European Commission as follows: A firm of
any size is a family business, if:

1. The majority of decision-making rights is
in the possession of the natural
person(s) who established the firm, or in
the possession of the natural person(s)
who has/have acquired the share capital
of the firm, or in the possession of their
spouses, parents, child or children’s
direct heirs.

2. The majority of decision-making rights
are direct or indirect.

3. At least one representative of the family
or kin is formally involved in the
governance of the firm.

4. Listed companies meet the definition of
family enterprise if the person who
established or acquired the firm (share
capital) or their families or descendants
possess 25 percent of the decision-
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making rights mandated by their share
capital.

The research on Polish large family
businesses, therefore, is based on a family-
involvement perspective defining family
businesses as those that are owned and
managed by one or more family members. In
order to accurately determine this influence,
a 25 percentage share of the family in the
ownership or in the decision-making rights
has been applied.

SFI ;(

EQrotal BoDrotai

SFI = substantial family influence;

EQram ) 4 (BODFam ) n (SBFam
SBTotal

According to Klein (2000) substantial family
influence is considered if the family either
owns the complete stock or, if not, the lack of
influence in ownership is balanced through
either influence  through corporate
governance (percentage of seats in the
Supervisory board held by family members),
or influence through management
(percentage of family members in the top
management team). For a business to be a
family business, some shares must be held
within the family.

EQram EQram _ family share in the ownership (Equity);

BODFQFHBODFGFH —
SBFG,FH,SBF(I?H —

The SFI indicates a family’s influence on the
business through ownership, management,
and/or governance. In this article SFI is used
to classify a business as a family business.
The value of the indicator ranging from 0.5 to
1.0 means the entities with a weak family
influence, whilst the value of 1-1.5 defines
the average family impact, and the value
above 1.5 identifies companies with a strong
family influence (Giovannini, 2010).

Scholars believe that family companies have
unique characteristics derived from the
pattern of ownership, succession and
governance. These characteristics have an
impact on the strategic process thereby
affecting the performance of those firms
(Anderson and Reeb, 2003; Carney, 2005). It
is understood that in a family business,
family members will influence the business.
This is especially true if the owner or
manager of the business is also a member of
the family. In studies that develop this
concept, family ownership and/or

family members of management board (the Board of Directors);

family members on the supervisory board (the Supervisory Board).

management of the business are considered
to distinguish family businesses from other
businesses or to convey that the family has
the power to lead its own business. In family
business, spouses of members of the family
provide both tangible and intangible
contributions to business issues and, in
certain situations, they even have decision-
making power (Ayranci, 2014).

The influence of family should also be
considered in the context of agency
relationships. Originally, agency problems
were not watched in family firms because of
their unified ownership and management,
resulting in an environment where interests
are aligned and monitoring is unnecessary
(Chrisman, Chua, and Sharma, 2005; Karra,
Tracey, and Phillips, 2006). Since that time,
family firm scholars have developed
theoretical ~ borders by  highlighting
previously overlooked agency problems and
conflicts. For instance, family member
managers tend to be more selfless as they are
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rarely motivated by financial incentives, thus,
family businesses managed by the family can
be more effective and productive compared
to non-family businesses (Madison, Holt,
Kellermanns, and Ranft, 2016).

A family firm is seen as a unique construct.
To underline capabilities that are unique to
the family's involvement and interactions in
the business, the theory of “familiness” has
been identified. Familiness means “resources
and capabilities that are unique to the
family’s involvement and interactions in the
business” (Pearson, 2008), thus it is closely
related to social capital. This is the familiness
as the source of competitive advantage of
family entities. According to Pearson and
other authors, familiness brings about
positive outcomes when family is involved in
the business. It is the regular interaction
between family, business and individual
family members that make these resources
and capabilities unique (Popowska, 2015).

Corporate Social Responsibility of Family
Businesses

The first definition of CSR was presented by
Bowen (1953, p. 6), who stressed the
“obligations of businessmen to pursue those
policies, to make those decisions, or to follow
those lines of action which are desirable in
terms of the objectives and values of our
society.” This perspective developed in
response to the progressively widening range
of activities implemented by large companies
that had potential and severe repercussions
on the welfare and general conditions of
society. Institutional interpretation made by
the European Union defines CSR as “a
concept  whereby  companies decide
voluntarily to contribute to a better society
and a cleaner environment” (CEC, 2001) and
“a concept whereby companies integrate
social and environmental concerns in their
business operations and in their interaction
with their stakeholders on a voluntary basis”
(CEC, 2006). Firms are encouraged to
consider their responsibilities toward several
stakeholders with the goal of integrating
economic, social, and environmental

concerns into their strategies, their
management tools, and their activities, going
beyond simple compliance. Over the years,
scientists have established certain CSR
principles. Firstly, socially responsible
companies have to act "voluntarily” to adapt
to CSR paradigms; secondly, the relationship
between "business and society” have to be
long-term (Russo, 2009). Being a Socially
Responsible Company requires having
product/service quality programs in order to
achieve maximum customer satisfaction,
providing safe and healthy work conditions
as a basis for promoting the well-being of
their =~ employees and  environmental
management practices (Bakanauskiene,
2016).

Researchers argue about the existing
differences between family firms and non-
family businesses with regards to CSR. Some
scholars have suggested that family firms are
not likely to act in a socially responsible
manner, whilst others have indicated that
socially responsible behavior on the part of
the family firm protects the family’s assets.
Family businesses have certain
characteristics that make them different from
non-family ones in terms of objectives,
organizational  structure, culture and
strategic behavior (Chrisman and Chua,
2005; Lopez-Cézar and Hilliard, 2014).
Uhlaner, Goor-Balk and Masurel (2004), in
their work on family businesses in the
Netherlands, found that the family nature
favors the establishment of a special
relationship with workers, customers and
suppliers. Meanwhile, Lopez-Iturriaga,
Lopez-de -Foronda and MartinCruz (2009)
conducted a study with companies from five
European countries, and conclude that
family-owned companies are more likely to
focus on CSR than those with other investors
(Lépez-Cozar, 2015).

The prevailing assumption is that a family
business ownership structure, thanks to long
term community orientation and shared
vision, would be naturally ethical and socially
responsible. Family business may have
unique perspectives of socially responsible
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behavior due to family involvement and ties
to the community and their commitment to
keep the business. Some researchers argue
that strong roots in the local community have
an important impact on their higher interest
in socially responsible activities (Lopez-
Cozar and Hilliard, 2014). At the same time,
some scholars argue that it is unclear to
ascertain that family values that could be
inherent in the family business by nature
pave the way to CSR greater popularity
among family businesses (Zulkifli Hasan,
Saleh, and Zainal, 2011), while others claim
that differences in approaches towards CSR
are deeply rooted in the family and that the
beliefs and value systems of entrepreneurs
play a fundamental role in shaping a
sustainable corporate strategy (Perrini and
Minoja, 2008; Popowska, 2017). Graafland
suggest a positive relationship between a
company size and the use of CSR, in
particular, the positive impact on the use of
several instruments, like code of conduct, ISO
certification, social reporting, social
handbook and confidential person
(Graafland, 2003).

Family firms very often prioritize non-
financial goals that do not follow the
traditional business logic. Therefore, they are
more inclined to be socially oriented even if
this orientation does not generate economic
benefits (Berrone, 2012; Popowska, 2017).

Another important topic of family firm on
CSR studies is examining the relationship
between CSR and potential business benefits,
especially the financial performance. Some
researchers claim that there exists a positive
influence of the CSR orientation on the
financial performance (Elbaz and Laguir,
2014; Campbell and Park 2016), when others
deny the existence of such effect (Madorran
and Garcia 2016). According to Perrini, the
importance of the relationship between
social performance and financial
performance depends to some extent on the
kind of competitive strategy that a company
has selected. There are many contrasting
studies: some of them conclude that the
relationship between the social and financial

performance may be varied according to the
industry which it involved, whilst others
report the absence of such correlation
(Perrini and Minoja, 2008; Popowska, 2017).

To date, there have been no studies where
researchers explicitly investigated CSR for
large family businesses in Poland. With
regard to research on Polish family
businesses in general, there are few (among
others Winnicka-Popczyk 2016; Leszczewska
2016; Kotadkiewicz, 2013; Popczy, 2013;
Safin, 2012) and fragmentary research about
the application of CSR mechanisms in family-
owned business from SMEs. Taking into
consideration the limited number of research
analyses of CSR and family firms and the
importance of family businesses in the United
States (Astrachan, 2003) and around the
world (Poza, 2010), CSR for large family
businesses in Poland was investigated
through the following research questions:

1. Do family businesses in Poland undertake
any philanthropic activity?

2. Do family firms in Poland value corporate
social responsibility?

3. How do family businesses engage in
corporate social responsibility, what actions
do they take on?

4. How does philanthropic activity affect
family firm performance?

Corporate Social Responsibility in Polish
Large Family Business - Empirical Results

The survey on large family businesses,
conducted in 2010-2015, mainly concerned
supervisory and control mechanisms of
family business. However, some questions
also identified the attitude of family
enterprises toward CSR. A  survey
questionnaire was used and the entire
population of large private enterprises
operating in Poland was examined. Then a
group of family enterprises was separated,
calculating the share of these entities in the
economy at the level of 18%. The next stage
of the research was to direct the survey to
the entire group of large family businesses in
Poland (203 entities), achieved feedback was
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at the level of 24%, i.e.,, the research group
was created by 49 entities.

Most of the surveyed enterprises conducted
business activities in the form of a capital
company (35% limited company and 39%
stock company) and operated in industry
(55%). A major part of surveyed entities has
operated on the market for over 10 years
(86%), and 9 of all companies for over 30
years (18%). Over 80% of the surveyed
family enterprises employ from 250 to 1000
employees and less than 20% more than
1000 employees (41; 9 entities).

m26%-50%

Then the family ownership was examined in
large family businesses with the following
results:

- nearly 40% of companies are those
where the family has over 25% of
shares and not more than 50%;

- over 20% of family firms have family
ownership up to 75%j;

- and over 40% of researched entities
have shares in excess of 75%.

Family property was in the hands of 1-3
people and in almost 60% of cases it was a
share of more than 50% of the company's
property (Figure 1-2).

51-75% over 75%

Fig. 1: Share of family business ownership in the hands of the family

Source: own calculation
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B 1person M 2-3people

4-5 people 6-10 people

Fig. 2: The number of people who had shares in family ownership

Source: own calculation

In the surveyed family, the family’s shares
were very concentrated despite operating on
a large scale. It can be concluded that the
familiness affects the concentration of
ownership in the hands of a limited number
of people, the family members.

According to SFI formula (Substantial Family
Influence, Klein, 2000), the family influence
on corporate governance was investigated. It

B weak family influence

strong family influence

was found that in more than 70% of the
entities, the family control was medium or
strong. The values of the family control
indicator SFI ranged from 0.63-2.87 (M =
1.55, SD = 0.59). The distribution of this value
did not differ from the normal distribution, Z
= 0.77, p> 0.05. In fig. 3 the frequency
distribution for the level of the family control
indicator is shown

v

® average family influence

Fig. 3: The level of the SFI indicator

Source: own calculation
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In the next part of the family business
research the questions about philanthropic
activity were asked: has the company
undertaken any philanthropic actions in the

70%
60%

>0% 41.90%
40%

30%

20%

100  640%

0%

own cooperation employee
volunteering

foundation with
foundations

22.58%

last three years, if any, what kind? Over 60%
of respondents admit that their family firm
conducts philanthropic activities. In Fig. 4,
the types of these activities are
demonstrated.

58.00%

32.25%

3.22%

sponsoring grants donations

Fig. 4: The types of the philanthropic activity

Source: own calculation

Out of 31 entities that conduct philanthropic
activities, 18 sponsor events (over 50%), 13
entities cooperate with foundations (nearly
42%) and 10 give grants (over 30% of
respondents of family businesses). Only two
of researched companies have their own
foundation and only one donates money for
charity.

The financial situation of the surveyed family
enterprises was estimated using the ROA,
ROE, ROS, ROC indicators. Then a series of

hypotheses was tested regarding activities
towards CSR  for family  business
performance. In Table 1 a comparison of
average values of financial ratios for 2013 for
companies which in the last three years
undertook some charity activities and for
companies that did not undertake
philanthropic activities in the last three years
was shown. The list was supplemented with
the Student's t test results for independent
samples.
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Table 1
Indicator Philanthropic activity Student's t test
Yes (n=31) No (n=18)
M SD M SD t df p
ROA 0,05 0,13 0,07 0,06 |]-0,61 34 0,547
ROE -1,09 0,74 -1,05 0,42 |-0,18 26,11 0,860
ROS 0,03 0,11 0,05 0,05 |]-0,78 34 0,442
ROC 0,09 0,10 0,08 0,06 ] 0,29 27,20 0,776
Source: own calculation
There was no statistically significant affect or rather do not affect their financial

difference between companies undertaking
philanthropic activities and those not
undertaking philanthropic activities and the
influence on their financial performance.

Conclusion

Corporate social responsibility is one of the
trends that have a significant impact on the
development and strategic behavior of
modern business entities. Currently, it is a
popular concept emphasizing the role of
economic  entities in  socio-economic
development, but its use in the activities of
Polish family enterprises has so far been the
object of scientific research very seldom.
Previous Polish scientific publications on the
idea of CSR in family enterprises contained a
description of CSR practice in selected
entities or were of a theoretical nature, and
only few showed the results of qualitative
research.

The aim of the empirical studies carried out
by the author was to supplement this
research gap. The study aimed assessed the
willingness to take socially responsible
actions by family businesses. It seemed that
in connection with the specific character of
family businesses indicated in the subject
literature, their activity in the field of CSR
would be high. The presented results showed
what philanthropic activities are undertaken
by large family businesses and how they

results.

According to the results of the questionnaire
responded by large family businesses, the
majority of them undertake philanthropic
activities. But what about Polish family firms
in general? The results of the recent survey
(KPMG, January 2015) show that 49% of
Polish (compared to 34% of Europeans)
respondents emphasized the importance of
the philanthropy in their day to day activity.
This question definitely requires more
research and analysis. However, the theory
indicates that CSR approach is more
internally oriented i.e, family firms act
responsibly focusing on the benefit and
interest of the family, at the same time being
the key actor in the family business systems
and the key stakeholder. The search for the
answer to the question of how the specificity
of family businesses affects CSR and financial
performance paves the way for further
research potential opportunities in the
future.
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