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ABSTRACT:  
Entrepreneurship in family firms is critical to their long-term survival. Questions on whether and to 

what extent entrepreneurial behaviors are transferred through generations are dominating the 

family business research field. However, prior research shows inconclusive and ambiguous 

findings. On one hand, some scholars highlight how a strong family business culture fosters family 

firms’ entrepreneurial behavior, while on the other hand it has been argued that family firms’ risk-

adverse orientation may prevent the exploitation of entrepreneurial activities. Stemming from 

resource-based theory, the aim of this paper is to develop a contingency framework which sheds a 

new light on this issue by discussing the dimensions and interrelations between three typologies of 

paternalistic relationships. Our overall contribution suggests that the existence of authoritarian 

paternalistic relationships between the senior and the incoming generation could negatively 

influence family firms’ entrepreneurial activities, while benevolent and moral paternalistic 

relationships might have a positive effect.  
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1. Introduction 
Family firms are the most common form of organization throughout the world (Gersick, Davis, 

McCollom, & Lansberg, 1997; La Porta, Lopez-de-Silanes, & Shleifer, 1999; Westhead & 

Howorth, 2006). Moreover, they are an important source of economic development and growth. 

Indeed, family firms create value through product, process, and service innovations that boost 

growth and lead to prosperity. Family firms’ survival depends on their ability to enter new markets 

and revitalize existing operations in order to create new businesses (Ward, 1987). Entrepreneurial 

activities increase the distinctiveness of the family firms’ products and therefore enhance their 

profitability and growth (Zahra, 2003). Thus, it is important that family firms are able to innovate 

and aggressively pursue entrepreneurial activities. 

While family firms play crucial roles in the creation of economic and social wealth, they face 

significant challenges to survive and grow across generations.  

Management scholars disagree regarding to what extent family firms support or constrain an 

entrepreneurial orientation (Habbershon & Pistrui, 2002; Zahra, 2005). To some, family firms are 

conservative (Aronoff & Ward, 1997; Kets de Vries, 1993; Sharma, Chrisman, & Chua, 1997), and 

resistant to change (Hall, Melin, & Nordqvist, 2001), due to the perceived risk of losing family 

wealth created over a long period of time (Sharma et al., 1997). On the other side, family firms have 

been viewed as entrepreneurial firms (Litz, 1995). Furthermore, recent empirical research has 

shown that the exploitation of entrepreneurial activities is a common characteristic of many family 

firms (Hall et al., 2001; Steier, 2003; Zahra, Hayton, & Salvato, 2004; Zahra, 2005). Indeed, there 

are several arguments supporting the view that family firms have an entrepreneurial orientation 

towards risky projects and ventures (Aldrich & Cliff, 2003; Zahra et al., 2004).  

Regardless the theoretical blend, there is general agreement in the field that family firms are not 

simply a unique phenomenological setting and there are many empirical findings consistent with 

this statement. However, controversial results and the importance of an entrepreneurial mindset for 

the success and survival of family firms across generations requires further research about how 

families influence their firms’ entrepreneurial activities (Salvato, 2004; Nordqvist, 2005).  

Previous research claims for greater attention to how family dynamics affect fundamental 

entrepreneurial processes and about the role that family characteristics and dynamics play in why, 

when, and how some people identify entrepreneurial opportunities (Aldrich & Cliff, 2003). Three 

decades ago, Miller (1983) argued that research needs to distinguish different types of firms when 

examining entrepreneurial activities (Miller, 1983) and, more recently, different research suggests 

to investigate why some family firms tend to pursue continued entrepreneurial behaviours while 
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other family businesses become inert and stagnant (Gomez-Mejia, Haynes, Nuñez-Nickel,  

Jacobson, & Moyano-Fuentes, 2007).  

The long-term nature of family firms’ ownership allows them to dedicate resources required for 

innovation and risk taking, thereby fostering entrepreneurship (Zahra et al., 2004). Furthermore, the 

kinship ties that are unique to family firms are believed to have a positive effect upon 

entrepreneurial opportunity recognition (Barney, Clark, & Alvarez, 2003). 

The current academic debate about entrepreneurship in family firms is focusing of whether family 

firm ownership fosters or discourages risk-taking activities (Lim, Lubatkin, & Wiseman, 2010) and 

it suggests the need for a more nuanced theory of family firm risk taking.  

Towards this end, we propose a contingency framework that shifts the focus of investigation: 

instead of questioning whether family firms tend to be risk takers and pursue entrepreneurial 

activities, we consider the “founder – incoming generation” relationship conditions under which 

these firms are more likely to engage entrepreneurial activities. We set out to address this important 

question by introducing the concept of paternalism in the field of family firms and examining 

potential antecedents that influence, either positively or negatively, entrepreneurial behaviours in 

family firms. Since entrepreneurial behaviour is contingent on intrinsic characteristics of the 

organizational decision maker (Levesque & Minniti, 2006), we claim that different types of 

paternalistic relationships among senior and junior generation impact on family firms’ 

entrepreneurial activities.  

There is ample evidence that paternalism is a complex and interesting construct in strategic 

management to understand “leader – follower” relationships, as well as forms, styles and 

“techniques” of managing people and organizations. Bing (2004) suggested that a boss is essentially 

a mutated replica of one’s original authority figure: the parent. Psychiatrists (Freud, 1926) call this 

process “transference”, whereby one’s emotions originally associated with one person, such as a 

father, are unconsciously shifted to another person, usually an authority figure such as a leader, an 

owner, a manager. Maccoby (2004) suggested that some of today’s best leaders are masters of 

manipulating the paternal transference of their followers. He gave the movie director Francis Ford 

Coppola as an example and stated that Coppola creates a family of his cast members, who address 

him as “Papa” or “Godfather” (Pellegrini & Scandura, 2008). 

Our purpose is to broaden existing theory on entrepreneurship in the family business context with a 

particular focus on the role of paternalistic relationships, trying to explain the controversial results 

in the family business settings.  

While the construct of paternalism has been receiving tremendous attention in the management 

literature (e.g., Pellegrini & Scandura, 2008), only few works have been devoted to the study of this 



construct in family firms (Chirico & Nordqvist, 2010). Currently, there is also much room for 

improvement on the theoretical front. Paternalistic leadership research has been steadily maturing 

over the past 15 years, but more research is needed on the outcomes of paternalistic leadership. In 

particular, research is needed on the performance impact and the possible differences among 

different paternalistic leadership styles in this regard (Pellegrini & Scandura, 2008).  

This article makes three contributions to the literature.  

First, it highlights the importance of founder – incoming generation relationships for value creation 

in family businesses. Given that entrepreneurship is important for value creation (Zahra, Neubaum, 

& Huse, 2000) and the important role family firms play in creating new ventures (Astrachan & 

Shanker, 2003), linking different types of paternalistic relationships in family firms to 

entrepreneurship provides an important test of resource-based view (RBV) propositions. This could 

help also in overcoming the ambiguity about family firms as perceived as highly or lowly 

entrepreneurial. 

Second, with some exceptions (e.g., Chirico & Nordqvist, 2010; Cheng, Chou & Wu, 2004; 

Johannisson & Huse, 2000) few studies of paternalism have focused on family firms. Given the 

potential differences between types of paternalism, it is important to empirically delineate which 

dimensions of this construct are conducive to entrepreneurship within family firms. We achieve this 

by comparing the influence of dimensions of paternalistic relationships in family firms over 

entrepreneurial behaviours.  

Third, since the construct of paternalism needs sound methodological as well conceptual work to 

build a rigorous and relevant research stream, we believe that a strong effort should be done to give 

feedback to enrich this construct from the insights developed in the family business research field.  

The article is organized as follows. We first present a concise review of the literature illustrating 

why a focus on entrepreneurship in family firms may significantly advance our knowledge. 

Moreover, we present a review of the literature on paternalism, clarifying the paternalism construct 

in family firms and examining different dimensions of paternalistic relationships among the founder 

and the incoming generation. Then we propose and suggest a contingency approach to understand 

the influence that different types of paternalistic relationships among founder and successors might 

have on family firms’ entrepreneurship. The main contributions and implications for research and 

practice are discussed in the conclusion section. 

 

 

 

 



2. Literature review 
2.1 Entrepreneurship in family firms  
Entrepreneurship has been recognized as an important factor that contributes to firm success (Zahra, 

1996; Zahra et al., 2004). Especially, corporate entrepreneurship involves product innovation, risk 

taking, and proactiveness which foster organizational renewal and sustainability (Miller, 1983; 

Covin & Selvin, 1991). Miller defined “Entrepreneurial behaviour” as: the pursuing of activities 

that engages in product/market innovation and which undertakes risky projects and proactive 

innovations (1983). 

Whereas economic research is generally pessimistic about family firm organizations, management 

scholars are generally more positive in their assessment, offering a variety of hypotheses about the 

source of their comparative advantage (Gedajlovic & Carney, 2009).  

Corporate entrepreneurship is crucial to family firm survival, profitability, and growth (Rogoff & 

Heck, 2003; Salvato, 2004). It concerns entrepreneurial activities within organizations that are 

designed to revitalize the company’s business by changing its competitive profile or by 

emphasizing innovation (Zahra, 1995a, 1996b). Entrepreneurial activities, such as product 

innovation, process innovation through research and development, and the pursuit of new markets 

(Miller, Steier, & Le Breton-Miller, 2003; Zahra et al., 2000; Miller, 1983) could help family firms 

to survive through profitability enhancement (Lumpkin & Dess, 1996; Zahra, 1996). With the 

global competition of the twenty-first century becoming increasingly tough, it is of critical 

importance for family firms to develop entrepreneurial behaviours allowing them to identify and 

exploit opportunities (Sirmon & Hitt, 2003). 

While some research portrays family firms as reluctant to invest in new ventures (Cabrera-Suarez, 

Saa-Perez, & Almeida, 2001) or assume risk (Morris, 1998), other research suggests that family 

firms are willing to invest in entrepreneurial activities (McCann, Leon-Guerrero, & Haley, 2001). 

Some family firms have a common ability to achieve longevity and maintain a competitive 

advantage for many generations. This makes them an important area of study with relevance also 

for other types of businesses (Miller & LeBreton-Miller, 2005). In particular, there is a strong 

interest among scholars to gain a deeper understanding of the role of entrepreneurship for long-term 

growth and longevity of family firms. However, the decision to invest in entrepreneurial activities is 

not always simple for family firms. Family control imposes capital constraints that can inhibit 

family firms from funding entrepreneurial activities (Carney, 2005). For example, the risks and 

changes involved in pursuing entrepreneurial activities may limit a family firm’s investment in 

corporate entrepreneurship due to their concern for wealth preservation (Carney, 2005; Chrisman, 

Chua, & Steier, 2005). Moreover, the decision to invest in corporate entrepreneurship is unique in 



family firms because family interests and values are an integral part of the goals and strategies of a 

family business (Sharma, Chrisman, & Chua, 1997). 

While some family firms appear to have a boost towards innovation and change (Zahra et al., 2004), 

other may have little corporate entrepreneurship because the family may have a desire to maintain 

the status quo (Gersick et al., 1997; Kepner, 1991) or they may not perceive opportunities in their 

environments (Salvato, 2004). As such, in examining corporate entrepreneurship in family firms, a 

family perspective that considers family members’ attitudes and values is necessary (Kellermanns 

& Eddleston, 2004; 2006; 2008). 

Some family firms become conservative over time, unwilling or unable to take the risks associated 

with entrepreneurship (Autio & Mustakallio, 2003; Dertouzos, Lester, & Solow, 1989). Founders of 

family firms, who desire to build a lasting legacy, may become more conservative in their decisions 

because of the high risk of failure of entrepreneurial ventures (Morris, 1998), as well as the risk of 

destruction of family wealth (Sharma et al., 1997).   

For founders, preserving socioemotional wealth endowment becomes critical. Hence the family 

frames problems in terms of an assessment of how actions will impact socioemotional endowment. 

When there is a threat to that endowment the family is willing to make decisions that are not driven 

by an economic logic and in fact the family would be willing to put the firm at risk if this is what it 

takes to preserve that endowment (Gomez-Mejia et al., 2007). Socioemotional wealth (hereafter 

denoted as SEW) is defined as the stock of affect-related value a family derives from its ownership 

position in a particular firm. According to these authors, SEW is a broad construct encompassing a 

variety of non-financial aspects of the business that meet the family’s emotional needs. This SEW 

endowment includes the unrestricted exercise of personal authority vested in family members 

(Schulze et al., 2003); fulfillment of psychological needs for belonging, identification, and intimacy 

(Kepner, 1983; Westhead & Howorth, 2001); the perpetuation of family emblems and values 

(Handler, 1990); maintaining the legacy of the founder and preservation of family dynasty (Casson, 

1999); utility derived from placing trusted relatives in key positions (Athanassiou, Crittenden, 

Kelly, & Marquez, 2002); enhancing the family’s social capital (Arregle et al., 2007); being part of 

a tight social group or clan (Littunen, 2003); and the opportunity to be altruistic to family members 

(Lubatkin et al., 2007; Schulze et al., 2003), among others. 

Besides, in family firms, the role of predecessors is determinant in creating an environment that 

encourages successors to learn by experience and to accept their mistakes and where they can make 

significant progress in developing their self-confidence and managerial autonomy (Goldberg & 

Wooldridge, 1993). The quality of father–son relationships is important because it can affect the 

predecessor’s ability to teach and train his son. Indeed, we argue that founder – incoming 



relationships is a strategic resources that, under certain conditions, could foster entrepreneurship 

and that different paternalistic relationships may promote or inhibit this recombination process of 

resources. 

 

2.2 The concept of paternalism  
Paternalism is an interesting and complex construct in management literature. “Paternalism” comes 

from the Latin word pater, meaning a system, principle, or practice of managing or governing 

individuals, a business or nation in the manner of a father dealing benevolently or intrusively with 

his children (Bing, 2004). This definition implies that paternalism occurs in a dyadic and 

hierarchical relationship between “superior” and “subordinate” and that they have different roles. 

The role of the “superior” is to provide care, protection and guidance to the “subordinate” both in 

work and non-work domains, while the “subordinate”, in return, is expected to be loyal and 

deferential to the superior. 

Farh and Cheng (2000) defined paternalism as a style that combines strong discipline and authority 

with fatherly benevolence and moral integrity couched in a personalistic atmosphere. 

In a broad sense, in the organizational context, paternalism requires treating employees as if they 

are part of the extended family. In interpersonal relationships, the paternalistic superior behaves in a 

fatherly manner towards his subordinates (Pellegrini & Scandura, 2008). 

In literature, some paternalistic leadership behaviours have been outlined. In particular,  

1. Family atmosphere: the paternalist behave like a father, while employees accept the 

workplace as his/her own family, feeling that there is emotional bonding with the 

paternalistic leader; 

2. Close and individualized relationships among paternalist and subordinates; 

3. Involvement in non-work domain: the paternalist gives advice to subordinates both in 

their professional as well as personal lives; 

4. Loyalty and commitment: the paternalist expects loyalty and commitment from 

subordinates and they show deference and respect for the leader; 

5. Authority: the paternalist gives importance to status difference and he/she believes that 

he/she knows what is good for subordinates, while subordinates accept, willingly or not, 

the leader’s authority. 

Following Redding’s (1990) study, Westwood (1997) proposed a model of paternalistic headship 

for family businesses suggesting that paternalistic leadership is manifest in a context characterized 

by centralization, low formalization, harmony building, and personalism via the following nine 

stylistic elements of paternalistic headship: (i) didactic leadership; (ii) non-specific intentions; (iii) 



reputation building; (iv) protection of dominance; (v) political manipulation; (vi) patronage and 

nepotism; (vii) conflict diffusion; (viii) aloofness and social distance; and (ix) dialogue ideal. 

Two studies have mainly analyzed the dimensions of paternalism, claiming for a multidimensional 

approach. Aycan (2006) distinguishes among four distinct leadership approaches and suggests that 

paternalism is not a unified construct and that it is not equal to authoritarianism as has been 

portrayed in the Western literature. On the basis of two dimensions, the behavioural occurrence 

(“generosity and care” versus “control and authority”, for the paternalist; “loyalty” versus 

“dependence”, for the subordinate) and the underlying intent (“genuine concern” versus 

“organizational outcomes”, for the paternalist; “reciprocity” versus “calculative” intent, for the 

subordinate), she developed a 2x2 matrix, describing four distinct styles of leadership: benevolent 

paternalism, exploitative paternalism, authoritarian approach and authoritative approach. The overt 

leader behaviour shared by benevolent and exploitative paternalism is “care and nurturance”. In 

benevolent paternalism, the leader has a genuine concern for employee welfare and the employee 

shows loyalty and deference out of respect and appreciation for employer’s care and protection 

(Aycan, 2006). In contrast, the overt leader behaviour in exploitative paternalism is also care and 

nurturance, but it is provided solely is to elicit employee compliance to achieve organizational 

objectives. Employees in exploitative relationships show loyalty and deference primarily because 

the leader is capable of fulfilling their needs as well as depriving them from critical resources 

(Aycan, 2006). The overt leader behaviour shared by authoritarian and authoritative leadership is 

“control”. What distinguishes the two styles is the underlying intent. In authoritarian management, 

the leader exploits rewards and punishments to make subordinates comply. In other words, 

subordinates show conformity in order to receive rewards or avoid punishment. In contrast, 

authoritative leaders also exercise control, but the underlying intent is to promote subordinate’s 

welfare (i.e., benevolence). Subordinates know that the rules are for their benefit and respect the 

leader’s decisions and willingly comply with the rules (Aycan, 2006). 

Farh, Cheng and colleagues (Farh & Cheng, 2000; Farh, Cheng, Chou, & Chu, 2006) proposed a 

model of paternalistic leadership as consisting of three dimensions: authoritarianism, benevolence, 

and morality. Authoritarianism refers to leader behaviours that assert authority and control and 

demand unquestioning obedience from subordinates. Benevolence refers to leader behaviours that 

demonstrate individualized, holistic concern for subordinates’ personal and family well-being. In 

return, subordinates feel grateful and obliged to repay when the situation allows. The third 

dimension, morality, depicts leader behaviours that demonstrate superior personal virtues (e.g., does 

not abuse authority for personal gain, acts as an exemplar in personal and work conduct) which lead 

subordinates to respect and identify with the leader. Based on these dimensions, Farh and Cheng 



(2000) define paternalistic leadership as “a style that combines strong discipline and authority with 

fatherly benevolence and moral integrity”. 

Based on this definition, a survey tool has been developed for measuring the constructs of 

paternalism. According to Farh and Cheng’s (2000) conceptual analysis and past research, Cheng et 

al. (2000) amended the dyadic leadership questionnaire created by Cheng (1996) and then 

established a new three-dimensional paternalism scale. Moreover, they also explored the construct 

validity of the three dimensions of paternalism - shi-en (granting favors), li-wei (inspiring awe or 

fear) and shuh-der (setting a moral example). Using exploratory and confirmatory factor analyses, 

the leadership styles of supervisors or principals as perceived by mid-level supervisors, employees, 

and teachers across various types of businesses and schools were found to consist of three subtypes: 

benevolent, moral, and authoritarian leadership. Benevolent leadership contained shi-en behaviors 

(favor granting), such as “individualized care” and “understanding and forgiving”. Moral leadership 

entailed shuh-der (setting an example) behaviors, such as “integrity and fulfilling one’s 

obligations”, “never taking advantage of others” and “selfless paragon”. Authoritarian leadership 

comprises five types of li-wei (awe-inspiring) behaviors: “powerfully subduing”, “authority and 

control”, “intention hiding”, “rigorousness” and “doctrine”. The paternalism scale had excellent 

construct validity as well as superior internal consistency. 

 

2.3 Paternalistic relationships in family firms  
Paternalism as logic and as an ideology has been introduced in few studies in family business 

literature. It has been argued that paternalism is the ideology distinguishing a family business from 

other businesses. In this line, Johannisson and Huse (2000) referred to the construct of paternalism, 

when assuming that all family businesses have to host the three ideologies of entrepreneurialism, 

paternalism and managerialism, in order to remain a “viable enterprise”. 

Paternalism as it appears in a business setting presents itself as a clan structure where the 

hierarchy is structured by seniority and kinship ties… The meaning of business life is a safe 

domicile for the family… In this context everyday life becomes as important as maintaining 

traditions and building a future for generations to come. The competencies needed for this 

endeavour are deeply embedded in the personal histories of the family members and of further 

confidants inside the firm. Keeping the business within the family is the dominant objective within 

the family (Johannisson & Huse, 2000). 

An organisation is not only an instrument to reach the goals shared by all members of the 

organisation. It is also an arena for emotions and politics (Nordqvist, 2005). In family business, 

there are needs to balance the interests of both the family and the business, which makes this type of 



company an arena for competing ideologies. In paternalism, comparing to entrepreneurialism and 

managerialism, the strong ideological factors are protection and guardianship; family institution; 

traditions; and ownership (Sorenson, 1999).  

Scase and Goffee (1982) use the term ”paternalism” to describe paternalistic leadership style in 

owner-managed firms. In general, a paternalist is a person who believes in the policy of controlling 

other people in a fatherly way by providing them with what they need. In a family business, a 

paternalist is inclined to take the decisions for the people he governs or employs and to take away 

their own personal responsibility. The ideology of paternalism is protective and dominating 

(Koiranen, 2004).  

In 1986, Dyer published a study that has become a classic in family business literature. Dyer’s 

study provides insights into the types of leadership prominent in family businesses. Dyer’s 

description of each culture portrays a different form of management behaviour. According to Dyer 

(1986), the most prominent type of family business culture is paternalistic. In a paternalistic culture, 

relationships are arranged hierarchically. Family leaders retain all key information and decision-

making authority, and managers closely supervise employees, giving subordinates little 

discretionary leadership (Hunt, Osborn, and Schuler, 1978). Autocratic leadership best describes the 

management behaviour in this type of organization. 

Following this direction, some scholars have analysed the management practices in Eastern family 

owned firms, and they found that these businesses are organised in a paternalistic way. Farh et al. 

(2006) suggest that paternalistic leadership is an effective strategy in Chinese family-owned 

businesses since it may help maintain control over the employees as well as the family wealth. 

Some studies assume that management control in archetypal Chinese family firms is often exercised 

through nepotism, obligation networks, and paternalism (Yeung, 2000), better still management 

processes of Chinese family firms are characterized by (a) paternalism, (b) nepotism, (c) 

personalism, and (d) fragmentation (Chau, 1991; Chen, 1995; Kets de Vries, 1996; Redding, 1990). 

Another research has underlined that the centralization of ownership and control through 

paternalism also tends to create highly personalized relationships (Vinton, 1998). Furthermore, 

paternalism tends to reinforce organizational rigidity in Chinese family firms when the patriarch of 

the family takes up full control of the firm. Top decision making is often focused on the founder or 

his successor, rather than consensual among the board members (Buchholtz & Crane, 1991). 

Finally, it is assumed that the patriarchs are also engaged in extensive cross-border networks of 

personal and business relationships that characterize their paternalism and personalism. These 

networks of relationships are very important mechanisms through which Chinese family firms 

establish their growth path (Olds & Yeung, 1999). 



In addition, empirical practices have shown as “priority is given to relatives when an owner engages 

a staff of employees” and that the substance of kinship obligations gives an ideal image of how 

superiors and subordinates should interact in a firm (Wong, 1993). “The same principles used in 

family organisation are applied in the business unit…and the acceptance of the established order 

made it possible for people of different background and origin to fit into the family pattern” (Chau, 

1980). 

Paternalism in firms has been studied in the dyadic relationships among employer and employee, as 

well as when talking about family firms, the considered relationships becomes “founder – incoming 

generation” (Cabrera-Suárez, 2005).  

In family firms, we should consider that the father–son relationships are usually characterized by 

some degree of ambivalence. On one hand, sons identify themselves with their fathers and want to 

be like them. But, on the other hand, there are feelings of envy and rivalry between them that have 

their origin in childhood when they competed for the mother’s attention (Kets de Vries, 1996). 

Successors are supposed to receive objective feedback about their progress and fathers may have 

problems with that. As a consequence, a mentoring relationship between a predecessor–father and a 

successor–son can be more difficult for the successor than the one that he could have with a non-

family member. In this sense, the quality of the relationship between predecessor and successor in 

terms of complementary behavior and mutual respect, understanding, and admiration can facilitate 

the successor’s training process, commitment to the business and self-efficacy (Handler, 1989; 

Lansberg & Astrachan, 1994). 

From another side, there could be a risk of over-dependence when a protégé becomes too closely 

aligned with the senior generation because others in the organization might come to resent this 

relationship or question the protégé’s ability to perform autonomously (Day, 2001).  

In the family firm, the role of predecessors can be determinant in creating an environment that 

encourages successors to learn by experience and to accept their mistakes and where they can make 

significant progress in developing their self-confidence and managerial autonomy (Goldberg & 

Wooldridge, 1993). On the other hand, the existence of a prior generation’s excessive and 

inappropriate involvement in an organization (“generational shadow”) can cause social disruption 

and higher levels of conflict in the organization (Davis & Harveston, 1999). This involvement can 

be even more salient in the case of founder succession given the great influence that founders have 

on the culture and processes of the firm, and their resistance to go (Kets de Vries, 1985; Schein, 

1983).  

Also, founders have a strong influence on their family cultures. In turn, family characteristics 

influence successor’s development because they affect the quality of the relationship between 



predecessor and successor and also the level of family commitment to the business (Lansberg & 

Astrachan, 1994). 

The quality of father–son relationships is important because it can affect the predecessor’s ability to 

teach and train his son. This ability is considered to be a critical characteristic of superior leaders 

(Barnett & Tichy, 2000). Most of the critical skills for managerial effectiveness rely heavily on tacit 

knowledge and capabilities that often grow out of the interaction between an individual’s embedded 

traits and accumulated experience. Such trait knowledge and capabilities can allow for the 

development of a richly textured understanding of their organizational environment. In this process, 

the most effective role the predecessor can play is to coach and support those they have selected and 

prepared for the job by providing the resources, reinforcement, and guidance to encourage the self-

development process of the newer and incoming generation (Bartlett & Ghoshal, 1997). 

Indeed, we argue that resources need to be recombined over time to foster entrepreneurship 

(Alvarez & Buzenitz, 2001) and the paternalistic relationships among founder and incoming 

generation may promote or inhibit this recombination process of resources. 

In this line, we argue that family firms, as characterized by father-son relationships affecting the 

business, strong involvement in working and personal life, a family atmosphere, are the ideal setting 

to respond previous calls on more research about paternalism. We are in line with Pellegrini and 

Scandura’s article (2008) that claims for more research to investigate which types of paternalistic 

relationships are more strongly related to performance and how the more complex three-way 

interactions works if one uses Cheng et al.’s (2000) conceptualization, which includes benevolent, 

moral, and authoritarian leadership. 

 

3. Methodology 
3.1 Theoretical propositions 
Due to the different results of previous research about the entrepreneurial behavior of family firms 

and in line with the call from the literature (Aldrich & Cliff, 2003) that claims that little attention 

has been paid to how family dynamics affect fundamental entrepreneurial processes, we use the 

construct of paternalism to shed light on different entrepreneurial behaviors in family firms. 

Previous research has examined the different effects that paternalism and entrepreneurial orientation 

has on family inertia in family firms (Chirico & Nordqvist, 2010), but only in a negative sense. 

They claim that: “paternalism has a negative influence on family inertia, while entrepreneurial 

orientation has a positive influence on family inertia, that affects entrepreneurial performance”.  



We propose a conceptual model that consider different types of paternalistic relationships among 

founder and incoming generation as factors preventing or fostering entrepreneurship in family 

firms.  

 

3.2 Benevolent paternalistic relationships  
Benevolence means that the leader’s behavior demonstrates individualized, holistic concern for 

subordinates’ personal or familial wellbeing. 

Benevolent paternalism is characterised by individualized considerations. It indicates that a leader 

respects subordinates, cares for them, satisfies their individual feelings and needs, and gives them 

appropriate support. This is similar to the individualized care of benevolent leadership, although 

some differences remain.  

First, benevolent leadership is not confined to just being magnanimous on the job, but extends to a 

subordinate’s personal issues. Second, the benevolent shi-en (favor granting) behaviours to a 

subordinate are long-term oriented. Third, benevolent leadership includes behaviours of both 

forgiving and protection. Fourth, individualized consideration is generally displayed in the context 

of equal treatment and equivalent rights between the superior and inferior. In contrast, the shi-en 

behaviours of benevolent leadership are enacted in a situation with a large difference in authority 

and power distance between superiors and inferiors. The leader constantly reminds the subordinates 

who is really in charge in his/her benevolent behaviours. 

When leaders broaden or elevate the interests of their followers (Seltzer & Bass, 1990) and 

influence their followers to perform at the highest levels, transcending self-interest (Shoemaker, 

1999), it happens that leaders stimulate their followers to change their motives, beliefs, values, and 

capabilities so that the followers’ own interests and personal goals become congruent with the 

leader’s vision for the organization (Goodwin, Wofford, & Whittington, 2001). 

In the family firm, the role of predecessors is crucial to encourage successors to progress in 

developing their self-confidence and managerial autonomy (Goldberg & Wooldridge, 1993). This 

involvement can be even more relevant in the case of founder succession given the great influence 

that founders have on the culture and processes of the firm, and their resistance to go (Kets de 

Vries, 1985; Schein, 1983). Family characteristics influence successor’s development because they 

affect the quality of the relationship between predecessor and successor and also the level of family 

commitment to the business (Lansberg & Astrachan, 1994). Commitment is defined as the 

successor’s willingness to take over the business (Goldberg & Wooldridge, 1993) and it is 

considered to be a crucial factor in the success of succession in  family firms (Chrisman, Chua, & 

Sharma, 1998), therefore in the incoming generation’s involvement in the decision making process 



of the firm. Commitment may be related to the circumstances for successors to join the firm and 

how they assumed responsibility, that is, whether or not it was voluntary. These could affect the 

feeling of control and managerial and personal autonomy the successor experiences (Goldberg & 

Wooldridge, 1993). 

A firm commitment results when offspring want to join the company and feel profoundly welcome, 

are not pushed by parents to be executives or successors, and can choose whether or not to join the 

family firm (Barach & Ganitsky, 1995). It is directly linked to the ease with which power and 

authority are transferred (Goldberg & Wooldridge, 1993). Goldberg (1996) finds an association 

between the success of the successors and the appeal the company has for them, emphasizing the 

need to revitalize the company to make it viable and appealing to new generations. In some cases, 

this is instigated by the predecessor and in others the new generation carries out the changes 

immediately after becoming general managers. So it is also necessary to consider the motivation 

related to the expectations of satisfying needs and interests in the family company.  

Commitment is linked with discretionary behaviors of successors in family firms (Sharma & Irving, 

2005). Terms such as organizational citizenship (Organ, 1988), extra-role (Van Dyne & Cummings, 

1990), and pro-social (Brief & Motowidlo, 1986) have been used to describe behaviors that go 

above and beyond the call of duty. Organ (1990) describes such behaviors as contributions that 

participants choose to proffer or withhold without regard to considerations of sanctions or formal 

incentives. Although not explicitly rewarded in organizations, these discretionary behaviors are 

critical for effective organization functioning and firm performance (Van Dyne, Graham, & 

Dienesch 1994).  

Following the RBV, benevolent paternalistic relationship among senior and incoming generation 

develops the commitment, the capabilities and the locus of control of successors necessary to 

promote entrepreneurship. Therefore,  

Proposition 1 – Benevolent paternalistic relationship among senior and incoming generation will 

be positively associated with corporate entrepreneurship in family firms. 
 

3.3 Authoritarian paternalism 
Authoritarianism refers to a leader’s behavior that asserts absolute authority and control over 

subordinates and demands unquestionable obedience from subordinates.  

Authoritarian paternalism is characterized by high performance standard. It denotes the expectation 

shown by a leader for a subordinate to display a strong performance with excellent quality. These 

characteristics are similar to rigorousness and doctrine in authoritarian  leadership. However, just as 

benevolent and moral leadership are based on large power distance, the legitimacy of authoritarian 



leadership is also derived more from the subordinate’s internalization of an inferior role than from 

accepting the superior’s assignment of job responsibilities. Consequently, an authoritarian leader 

will try to control and promote a subordinate’s performance via personal preferences and threat. 

Previous research demonstrated that there is a significant and positive association between an 

emphasis upon decentralization and entrepreneurship (Zahra et al., 2004). Centralization of power 

could reduce entrepreneurship by inducing rigidity in family firm organizations. It could limit the 

sharing of entrepreneurial ideas among the firm members. Decentralized authority, instead, improve 

flexibility and promote individual contributions from employees (Zahra et al., 2004).  

The existence of a prior generation’s excessive and inappropriate involvement in an organization, 

the “generational shadow”, can cause social disruption and higher levels of conflict in the 

organization (Davis & Harveston, 1999). Identity of family founder is based on a group, or 

collective family membership encapsulated by the firm, becoming an integral and inescapable part 

of their lives. 

Davis and Harveston (1999) refer to “generational shadow” as the enduring effect of previous 

business patterns on the subsequent evolution of the family firm. This concept refers to a prior 

generation’s excessive and inappropriate involvement in an organization, possibly causing social 

disruptions in the organization (e.g., Harvey & Evans, 1995). This involvement can be even more 

salient in the case of founder succession given the great influence that founders have on the culture 

and processes of the firm, and their resistance to go (Kets de Vries, 1985; Schein, 1983). 

Authoritarian paternalism in family firms means a centralized authority and high involvement in the 

decision making process of the incoming generation, with a consequent effect of generational 

shadow. There are, of course, circumstances in which the older generation may play an important 

advisory role, but the generational shadow refers to excessive and harmful intervention that prevent 

individual entrepreneurial initiatives from other members of the family firms (Eddleston, 

Kellermanns, & Zellweger, 2008). Therefore: 

Proposition 2 – Authoritarian paternalism will be negatively associated with corporate 

entrepreneurship in family firms. 
 

3.4 Moral paternalism 
Moral paternalism is characterized by modelling. In Western tradition, it implies that the leader will 

stress a higher level of moral values, such as equity and justice, and will lead by example (Burns, 

1978; Bass, 1985, 1996; Podsakoff, MacKenzie, Moorman, & Fetter 1990; Podsakoff, MacKenzie, 

& Bommer 1996).  



Modelling is comparable to moral leadership. For Western organizations, which have smaller power 

distance, researchers did not focus on the leader’s virtue until recently, as business ethics in 

Western societies have become more of a concern (Kanungo & Mendonca, 1996).  

Modelling means that the leader’s manifest behaviour does not hinder the subordinates’ rights and 

development and harm the organization, but instead provides an example for subordinates (Parry & 

Proctor-Thomson, 2002). Modelling through moral leadership places emphasis on unselfish 

behaviour, including not abusing power for one’s own good, and not taking personal revenge in the 

name of public interest. Moral leadership can be broadly depicted as a leader’s behavior that 

demonstrates superior personal virtues, integrity, self-discipline, and unselfishness.  

Becker (1998) was one of the first to refine the definition of integrity to be more than just having 

principles and values. He described integrity as “...commitment in action to a morally justified set 

of principles and values...” (Becker, 1998). Simons built upon this distinction and defined 

behavioral integrity as “the perceived pattern of alignment between an actor’s words and deeds” 

(2002). Behavioral integrity includes the perception that the manager’s behavior is in line with his 

or her personal statements regarding values, priorities, and management style. Behavioral integrity 

is related to other constructs, such as trust, credibility and psychological contracts.  

Trust is an important component in the employment relationship. McAllister (1995) theorized that 

cognition-based trust is based on a perception of an individual’s reliability and dependability. He 

argued that this perception is formed as a result of past follow-through on commitments – a form of 

behavioral integrity (Davis & Rothstein, 2006).  

Credibility is often discussed within the persuasion literature. Here credibility refers to an 

assessment of one’s believability. Credibility is considered to be a multidimensional construct 

comprised of the perceiver’s assessment of someone’s relevant knowledge, genuineness, and good 

intentions toward the perceiver. Clearly behavioral integrity plays a role in the formation of trust 

and in the development of credibility. 

Behavioral integrity includes acting in accordance with a psychological contract. Rousseau (1989) 

described a psychological contract as the perception of an agreement between employee and 

employer. A psychological contract comes about as the result of one party’s belief that a promise of 

future return has been made, that a contribution has been made, and that an obligation to provide 

future benefits has been created. Psychological contracts may emerge as a result of overt promises, 

witnessing other employees’ experiences, a belief that the leader will act fairly or in good faith, or 

from the pattern of past exchanges. 

Behavioral integrity of leaders has a positive influence over employees’ attitudes of job satisfaction, 

satisfaction with the leader, affect and organizational commitment (Davis & Rothstein, 2006). 



Commitment is linked with discretionary behaviors of successors in family firms (Sharma & Irving, 

2005), that are critical for effective organization functioning and firm performance (Van Dyne et 

al., 1994).  

Following the RBV, moral paternalistic relationship among senior and incoming generation 

develops the commitment, the capabilities and the locus of control of successors necessary to 

promote entrepreneurship. Therefore,  

Proposition 3 – Moral paternalism will be positively associated with corporate entrepreneurship in 

family firms. 
 

4. Discussion 
The purpose of this article is to propose a contingency framework that considers the “founder – 

incoming generation” relationship conditions under which family firms are more likely to engage 

entrepreneurial activities. We set out to address this important question by introducing the concept 

of paternalism in the field of family firms and examining potential antecedents that influence, either 

positively or negatively, entrepreneurial behaviour in family firms. Since entrepreneurial behaviour 

is contingent on intrinsic characteristics of the organizational decision maker (Levesque & Minniti, 

2006), we claim that different types of paternalistic relationships among senior and junior 

generation  impact corporate entrepreneurship in family firms. 

Considering that founders of family firms are obviously entrepreneurial, i.e., they recognized a 

business opportunity which they then exploited through the creation of new business ventures 

(Aldrich & Cliff, 2003), it is often suggested that over time, many family firms become 

conservative and unwilling or unable to invest in corporate entrepreneurship (Autio & Mustakallio, 

2003; Dertouzos, Lester, & Solow, 1989; Zahra et al., 2004). In comparison, while first generation 

family firms tend to maintain the status quo, later generations tend to push for new ways of doing 

things (Kepner, 1991). Indeed, family firms owned and managed by multiple generations must 

rejuvenate, recreate, and reinvent themselves over time if they are to sustain the same level of 

growth and financial inheritance of the previous generation (Jaffe and Lane, 2004). 

Based on RBV and a review of selected literature on paternalism and insights from  

entrepreneurship literature, we elaborate on the meanings and implications of “founder – successor” 

relationship to identify consequences on corporate entrepreneurship in family firms. Furthermore, 

little is known regarding why some family firms are more successful at corporate entrepreneurship 

than others (Nordqvist, 2005). Therefore, in response to a call for research that studies the influence 

of the family on corporate entrepreneurship (Aldrich & Cliff, 2003; Chrisman, Chua, & Steier, 

2003; Nordqvist, 2005), this study examines why some families are better at fostering corporate 



entrepreneurship in their firms than others. In addition, because Miller argues that researchers need 

to distinguish different types of firms when examining entrepreneurial activities, different types of 

paternalistic relationships among founder and successors in family firms are included.  

Our examination and conceptualization of the “founder – incoming generation” relationship 

conditions through which successors in family firms are stimulated or hindered in the decision 

making process to pursue entrepreneurial activities highlights that benevolent and moral 

paternalism foster corporate entrepreneurship in family firms, while authoritarian paternalism tends 

to limit entrepreneurial initiatives. 

 

5. Conclusion 
5.1 Limitations 
The approach we proposed to the interpretation of corporate entrepreneurship in family firms may 

be limited by its exclusive focus on multi-generation family firms, that is family firms with more  

generations that work in the firm. Moreover, individual difference moderators may play a role in 

how subordinates react to paternalistic leadership: for example, protégé’ reactions and behaviors in 

a paternalistic relationship have not been systematically investigated in the literature. This goes 

beyond our article’s purpose, since we do not investigate how founder’s characteristics affect the 

entrepreneurial behavior of younger generation. It only assumes that the relationships among 

different generations have influence on corporate entrepreneurship in family firms. Thus, even 

though it was not our purpose, the process by which senior generation’s entrepreneurial mindset has 

influence on junior generation’s entrepreneurial initiatives is not currently addressed in the article.  

Future steps and great potentiality for research to enlarge the academic debate in the family 

business field, as well into the leadership and paternalism literature, will be to investigate individual 

difference moderators and their role in how subordinates react to paternalistic leadership. 

 
5.2 Research Implications 
The present work suggests some areas for future research. First, empirical studies are needed to test 

the relationships suggested in this article. Given the presence of endogenous variables and possible 

feedback loops, empirical research may adopt a structural equation modeling approach. To perform 

these tests, existing measures of the main constructs will need to be adapted to the family business 

context.  

Second, our model may be extended by taking into consideration additional factors affecting 

corporate entrepreneurship to the family firm for integration. It may hence be interesting to explore 

how relevant the antecedents of different paternalistic relationships are.  



Finally, further cultural context and time dimensions may also enrich our model.  

 

5.3 Implications for practice 
Ideas presented in this article provide some suggestions for family business managers and advisors. 

First, it seems essential to understand which the most effective relationships among senior and 

junior generation are. We have indicated benevolent paternalism as the most effective way to 

facilitate the decision making process of the incoming generation. This type of relationship can be 

facilitated by supporting open and collaborative exchanges of information at all levels. Participation 

is one of the most favored methods of overcoming resistance to changes in organizations. 
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