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Abstract

Do family firms care more for different stakeholders than nonfamily firms when oper-

ating in a hostile business environment? This study addresses this question and fills

the existing void in family business research. It shows that family-controlled firms

adopt corporate social responsibility strategies and balance the demands of internal

and external interest groups to preserve their socio-emotional wealth while facing

fierce competition, resource scarcity, and penurious economic conditions. More spe-

cifically, our analysis of an international sample of 956 listed firms from 2006 to

2014 reveals that family firms show a higher level of corporate social responsibility

(CSR) performance and better stakeholder orientation than nonfamily firms. Our find-

ings are useful for managers, policymakers, and responsible investors.

K E YWORD S

corporate social responsibility, environmental hostility, external stakeholder, family firms,

internal stakeholder, munificence, socio-emotional wealth, stakeholder orientation

1 | INTRODUCTION

The aim of this study is to show how family firms behave and manage a

wide range of stakeholders in a specific business context. More

specifically, this paper examines the socially responsible strategies and

stakeholder orientation of family firms in hostile environments.

Inversely related to environmental munificence (Aragón-Correa &

Sharma, 2003), environmental hostility is characterized by intense com-

petition, resource scarcity, and high demand constraints (Tang, Kreiser,

Marino, & Weaver, 2010). Generally, nonshareholding stakeholders

demand firms to behave ethically and in the best interest of the envi-

ronment and society (Sharma & Henriques, 2005). Recently, scholars

have taken an interest in understanding the impact of business environ-

ments on sustainability strategies (Chen, Zeng, Lin, & Ma, 2017). Many

argue that the effect that the external environment has on organiza-

tional structure, risk taking, and strategic decisions (Dess&Beard, 1984;

Keats & Hitt, 1988) can be extrapolated to firms' corporate social

responsibility (CSR) strategies (see, for instance, Martinez-del-Rio,

Antolin-Lopez, & Cespedes-Lorente, 2015; Chen et al., 2017).

Firms adopt responsible practices not only to build social legiti-

macy but also to adapt to their business environment that can favor

or restrict their continuous growth (Goll & Rasheed, 2004). We

explore the interrelationship between CSR strategy and an environ-

mental context to respond to Young and Thyil's (2014) proposal.

Because firms in hostile environments tend to adopt strategies that

guarantee firms' survival and short-run economic rents, it is reason-

able to assume that firms are less likely to implement a CSR strategy

(Martinez-del-Rio et al., 2015). However, not all organizations exhibit
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the same response to similar circumstances. It is, therefore, pertinent

to deepen our understanding of what causes some firms to show

higher CSR commitment than others under hostility.

Moreover, scholars, after a long debate, have reached to the con-

clusion that it pays to be green; however, the relationship between

CSR and financial performance is economically modest at the firm

level (see Brooks & Oikonomou, 2018; Friede, Busch, & Bassen, 2015;

García-Sánchez, Hussain, Khan, & Martínez-Ferrero, 2020). This

puzzling situation resulted in investors' reluctance to invest in pro-

social firms and shifted scholars' attention to an important question:

“When does it pay to be green?” (Martinez-del-Rio et al., 2015, p. 2).

The contingency perspective suggests that CSR initiatives may pay off

under certain conditions or for certain types of firms (Aragón-Correa &

Sharma, 2003). We believe that certain firm types can explain the

firms varying responses to hostile conditions. According to Berrone,

Cruz, Gomez-Mejia, and Larraza-Kintana (2010), this variation can be

explained by identifying who controls the firm, that is, ownership

structure, and how much value these agents give to social and envi-

ronmental benefits besides economic returns.

Some actors in a firm, who have the discretion to distribute equity

holdings, can influence firm decisions to pursue the interest of

the controlling party (Tosi & Gomez-Mejia, 1989; Werner, Tosi, &

Gomez-Mejia, 2005). This line of research revolves around family

business literature. The family firm is a type of firm in which family

owners “exercise substantial influence on the firm's affairs”

(Gómez-Mejía, Cruz, Berrone, & De Castro, 2011). In these firms, fam-

ily members are in a top managerial position, present on the board, or

able to act as blockholders (Chen, Chen, & Cheng, 2008). With a few

exceptions (see, for instance, Hirigoyen & Poulain-Rehm, 2014), stud-

ies mostly show that family-controlled firms exhibit higher social or

environmental performance (see, for instance, Dyer & Whetten, 2006;

Campopiano & De Massis, 2015) and are more responsive to different

stakeholder demands (Cennamo, Berrone, Cruz, & Gómez-Mejía, 2012)

than nonfamily firms. The socio-emotional wealth (SEW) theory

explains these findings and argues that family owners are derived by a

different set of noneconomic motivations (Gómez-Mejía, Hynes,

Nuñez-Nickel, & Moyano-Fuentes, 2007).

Albeit there is sufficient literature pertaining to CSR in family

firms (see Berrone et al., 2010; Block & Wagner, 2014; Doluca, Wag-

ner, & Block, 2018; Dyer & Whetten, 2006, among others), studies do

not explicitly examine this relationship when the external environment

restricts the availability of critical resources and intensify the competi-

tion. Furthermore, CSR is a multidimensional concept and these CSR

performance dimensions reflect how firms prioritize different stake-

holder demands (Block & Wagner, 2014). Some studies advocate that

family firms are more oriented towards internal stakeholders (Mayo,

Gomez-Mejia, Firfiray, Berrone, & Villena, 2016), whereas others show

they favor external stakeholders (Carney, 2005; Gómez-Mejía et

al., 2011). However, to the best of our knowledge, there is no empiri-

cal study that examines family firms' CSR engagement with different

interest groups in the context of limited growth and deteriorating eco-

nomic conditions. Dyer and Whetten (2006, p. 798) suggest future

work to determine under what conditions family firms “will be willing

and able to develop positive moral capital.” Similarly, Berrone, Cruz,

and Gomez-Mejia (2012) call for future research to answer how family

firms behave and respond to various stakeholders' demands under dif-

ferent environmental contexts. Therefore, we fill these voids in the lit-

erature by studying the CSR engagement and stakeholder orientation

of family firms versus nonfamily firms in hostile conditions. More spe-

cifically, we first examine the level of CSR performance in hostile envi-

ronments and then test whether this relationship is contingent on the

type of a firm (family vs. nonfamily). Finally, we study the family firms'

CSR orientation towards internal and external stakeholders in a non-

munificent business environment.

Our analysis of 956 international companies for the 2006–2014

period confirms that family firms, under severe environmental condi-

tions, exhibit higher CSR commitment and are more likely to direct

their CSR activities towards both stakeholder groups to preserve their

affective and social endowments. They are likely to avoid any irre-

sponsible behavior that could hurt their family name and make their

stakeholders unhappy, crucial to bringing valuable resources and

ensuring their survival in hard times. These findings contribute to the

research on CSR in family firms and heed the calls of Dyer and

Whetten (2006), Berrone et al. (2012), and Cennamo et al. (2012), in

particular. Furthermore, we follow Young and Thyil's (2014) sugges-

tion and extend the work of Martinez-del-Rio et al. (2015) and Chen

et al. (2017) by studying the impact of family firms on the relationship

between firms' CSR engagement and an environmental context.

Our study is also relevant to practitioners. It confirms that internal

stakeholders are as important as external stakeholders. Internal actors

generate human capital and make strategic choices to satisfy other

interest groups, including external stakeholders. Moreover, our

findings can aid investors in their decision making by clarifying that

family firms behave more responsibly and perform better in challeng-

ing situations than other firms.

The remainder of the paper is structured as follows. The second

section reviews the prior literature and proposes hypotheses. The

third section describes the research model, data, and sample. Next,

we present the empirical results, whereas the discussion and conclu-

sion are addressed in the last part.

2 | THEORETICAL FRAMEWORK AND
RESEARCH HYPOTHESES

2.1 | Hostile environment and CSR

Uncertainty, munificence, and complexity are the three main dimen-

sions of the external business environment that organizational theo-

ries have commonly explained (Aragón-Correa & Sharma, 2003; Dess

& Beard, 1984). Hostility, a vital aspect of a firm's operating environ-

ment, is defined in terms of environmental munificence, which is

referred to as the extent to which the business environment can sup-

port an organization's sustained growth (Dess & Beard, 1984). The

hostility (munificence) is determined by the scarcity (abundance) of

critical organizational resources, an absence (existence) of long-term
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and rapid growth opportunities, and a strong (weak) business

competition (Tang et al., 2010).

The hostile environment creates difficult and stressful conditions

for managers (Liu, Wang, Zhao, & Ahlstrom, 2013), and firms have to

shift their attention to survival strategies that result in possible short-

term returns (Shepherd, Patzelt, & Baron, 2013). On the other hand,

firms operating in a munificent environment are rich in critical

resources and enjoy a higher growth potential (Dess & Beard, 1984).

Managers are able to focus on developing innovative projects

(Rosenbusch, Rauch, & Bausch, 2013) and can wait long for payoffs.

They are also more likely to engage in CSR activities that can benefit

firms in achieving a competitive advantage. CSR activities include

incorporating social aspects into products and processes, reinforcing a

progressive human capital strategy, adopting proactive climate change

and recycling and pollution strategies, and advancing community orga-

nizations' goals (Prior, Surroca, & Tribó, 2008) and are captured by

firm's CSR performance. Bowen's (1953) definition of CSR perfor-

mance suggests that firms have the responsibility towards a wide

range of stakeholders.

According to Barney (1991), any strategic investments such as

CSR should generate superior value, that is, competitive advantage.

Therefore, managers would do a cost–benefit analysis to assess

the feasibility of such investments (McWilliams & Siegel, 2001).

Martinez-del-Rio et al. (2015) advocate that the manager's under-

standing of the business environment influences their cost–benefit

assessment and final decisions. The stiff business competition and

resource scarcity result in a drop in the number of firms that invest

in CSR as their differentiation strategy. Therefore, the relative cost

of investing in a proactive environmental strategy is greater in a

hostile environment (Martinez-del-Rio et al., 2015). Sometimes,

firms could even take irresponsible actions to access resources vital

for their survival (Staw & Szwajkowski, 1975). In this situation, firms

are likely to compromise on CSR issues and instead utilize their

existing resources to target activities that provide higher returns in

a shorter run. From the above, the following hypothesis is

proposed:

H1. Firms exhibit a lower CSR performance in a hostile environment.

2.2 | CSR in family firms under hostility

While there is an apparent reason for firms to have a siege mentality

and behave in the best economic interest of businesses, why are

others more inclined to act ethically in hostility? The answer to the

question lies in understanding who controls these firms and how

much value the controlling agent gives to social and environmental

dimensions apart from economic aspects.

Corporate governance literature suggests that when some actors,

such as managers or owners, have substantial discretion to distribute

equity holdings than others, they influence a firm's decision making in

a way that best serves the motives of the controlling party (Werner et

al., 2005). This research considerably revolves around the work on

family ownership. Family firms1 make a compelling case to understand

the link between environmental hostility and CSR as they account

for a large proportion of economic activity (Campopiano &

de Massis, 2015) and are the dominant organizational form (Sharma &

Sharma, 2011). Often, family involvement in the business is studied in

the family business literature in terms of its ownership or manage-

ment of a firm (Sciascia & Mazzola, 2008). The basic premise of this

research is that managers focus on satisfying objectives of family

ownership, and family interests are not necessarily economic despite

the rest of shareholders who demand monetary returns (Le Breton-

Miller & Miller, 2016).

Does this mean that family firms are likely to engage in ethical

activities? Researchers mostly agree that family firms tend to be more

responsive to social-environmental issues and stakeholders (Berrone

et al., 2010; Van Gils, Dibrell, Neubaum, & Craig, 2014) and exhibit

more stable environmental behavior overtime than nonfamily firms

(Doluca et al., 2018).2 The SEW theory, proposed by Gómez-Mejía

et al. (2007), explains such behavior. Family owners are motivated by

noneconomic goals (Berrone et al., 2012), such as to accumulate

image and reputation (Craig & Dibrell, 2006; Dyer & Whetten, 2006),

enjoy personal pride and prestige, perpetuate family values, derive the

sense of self and identity, build social capital, and preserve family

ties and transgenerational sustainability (Zellweger, Kellermanns,

Chrisman, & Chua, 2012). Because they need social support and rec-

ognition of their altruistic behavior from the public (Schulze, Lubatkin,

& Dino, 2003), they are more responsive to stakeholders' demands

and social issues than nonfamily firms (Van Gils et al., 2014). Gómez-

Mejía et al. (2007) refer to these nonfinancial utilities as “affective

endowments” and “socio-emotional wealth.” They argue that the pres-

ervation of SEW endowment becomes the primary point of reference

for a managerial choice. Hence, it is a mindful act that indicates family

firms “realize the importance of commitment to the environment by

producing sustainable products and processes” (Dayan, Ng, &

Ndubisi, 2019, p. 3).

The above discussion shows that there is rich evidence of the

family firm's orientation towards ethical behavior; however, there is

little empirical work on how family firms behave in hostile business

contexts. We believe that the fundamental endowment of family firms

can define their actions in different environmental conditions. We

argue that the hostile conditions that challenge family firms' survival

can affect their potential to invest in CSR. For family-controlled orga-

nizations, business survival and growth are not only associated with

the availability of resources as is often the case with nonfamily firms

but also with their capability to gain legitimacy, that is, through accu-

mulating a good reputation and image (Westhead & Howorth, 2006).

This is true even when they face stiff competition and survival threats.

1We use “family firm” generally to cover all relevant terms found in the literature such as

family-controlled firm, family-managed firm, family-owned firm, and family business.
2A few studies point out a weaker CSR orientation of family firms (Cruz, Larraza-Kintana,

Garcés-Galdeano, & Berrone, 2014) or the nonexistence of any difference between family

and nonfamily firms in terms of their socially responsible practices (Hirigoyen & Poulain-

Rehm, 2014). Morck and Yeung (2004) argue that these firms are highly likely to protect their

self-interests. They pursue their personal goals at the expense of the broader society and are

often engaged in official corruption.
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This suggests that unlike nonfamily firms who shift their attention to

core operations to gain economic benefits, family firms still prioritize

their affective endowments.

Gómez-Mejía et al. (2011) suggest that family firms are loss

averse and may even adopt highly risky strategies with a high proba-

bility of failure if such strategies can avoid any potential damage to

their SEW. If this is so, family firms can go for risky alternatives when

making strategic choices under hostile conditions. If failed, their SEW

and financial performance are both endangered. In this case, we argue

that one way to reduce the effects of those risks is by engaging in

social activities, which can provide a safe passage when nothing else

works. This argument is supported by Godfrey, Merrill, and

Hansen (2009), who suggest that long-term CSR engagement provides

strategic insurance-like effects in the face of adverse events.

Moreover, Yasai-Ardekani (1989) observes that a hostile environ-

ment also poses a threat for and can alter the existing structure of the

firm. Because family members' identity is intimately tied to their orga-

nization, they do not want to lose control over their business, and

hence, they can go to any lengths to save these ties. Although CSR

activities do not provide an immediate reward, they help them secure

their legitimacy in tough times. Therefore, family firms are more

inclined towards CSR to ensure their continued control over the com-

pany. From the above discussion, we hypothesize:

H2. In hostile environmental conditions, family firms exhibit a higher

CSR performance than nonfamily firms.

2.3 | Hostile environmental and stakeholder
orientation of family firms

The stakeholder theory is the most common perspective to study

CSR practices (Clarkson, 1995). It suggests that firms' responsibility

is not limited to their shareholders but also extends to a broader

set of stakeholders (Freeman, 1984; Jones, 1995), who are generally

categorized into internal stakeholders such as employees and

shareholders, and external stakeholders such as customers, NGOs or

special groups, suppliers, governments, natural environment,

community, and society. For family firms, this list is even longer as

family members are another influential group (Zellweger et

al., 2012). All firms, irrespective of the type, have to consider

stakeholders' demands in their strategic decisions and business

processes as their support is crucial to survive and thrive in the

market (Hussain, Rigoni, & Cavezzali, 2018). Equally important is

their support to gain acceptance and legitimacy. A legitimacy loss

could harm future firm's performance (Hussain et al., 2018).

In hostility, family firms' attitudes towards CSR can shape stake-

holders' perceptions of the firm and controlling family. Therefore,

their activities reflect a socially responsible orientation in dealing

with their stakeholders (James, 1999). Cennamo et al. (2012) argue

that family businesses care more about their stakeholders and adopt

proactive stakeholder engagement activities to enhance their SEW.

Berrone, Fosfuri, Gelabert, and Gomez-Mejia (2013) indicate that

family members collaborate with other stakeholders and the commu-

nity to survive through the tough times. Many studies advocate that

family firms tend to lean more towards the internal stakeholders due

to their direct influence on organizational decision making and

processes (Block, 2010; Cruz et al., 2010; Mayo et al., 2016). Others

argue that the drive to improve their SEW (also) affects their

relationships with external stakeholders (Gómez-Mejía et al., 2011).

Block and Wagner (2014), on the other hand, show mixed results

that US family firms behave responsibly on the environment,

diversity, employee, and product-related dimensions of CSR but

being irresponsible on the community-related aspect. However, the

literature on family business has remained silent about their engage-

ment with stakeholders in a hostile environment. We argue that it is

essential to address how firms behave with different interest groups

when critical resources are limited, competition is intense, and

growth chances are scant.

Gómez-Mejía et al. (2011) point out that the recent literature on

stakeholder management reveals that family firms are more respon-

sive to external stakeholders' demands. The unique identification of

the family with the firm, one of the dimensions of SEW (for discus-

sion, see Berrone et al., 2012), explains this behavior. They manage

long-term relationships with them to gain legitimacy and accumulate

social capital and goodwill (Carney, 2005). Because the public's nega-

tive assessment of any of the firms' actions can emotionally devastate

family members (Westhead, Cowling, & Howorth, 2001), they need to

protect their positive image and reputation (Zellweger et al., 2012).

Therefore, family firms are more likely to preserve their natural envi-

ronment (Berrone et al., 2010; Craig & Dibrell, 2006), and engage in

various community and social initiatives and act as a responsible cor-

porate citizen (Dyer & Whetten, 2006).

Like external actors, internal stakeholders also see the firm “as an

extension of the family itself” (Berrone et al., 2012, p. 262). They are

powerful agents who can affect the firm reputation and the unique

identity of family owners tied to their organization (Bingham, Dyer,

Smith, & Adams, 2011). This can change firms' attitudes towards their

human resources and internal organizational processes. Because fam-

ily owners tend to prioritize their internal legitimacy over financial

goals, they are less likely to downsize or fire employees despite any

decrease in the firm's growth (Block, 2010). Covin (1994) points out

that family-owned firms in the United States are perceived to be more

likely to keep promises and concerned about the satisfaction of their

employees than their nonfamily counterparts. Family firms are known

to offer “care-oriented” employment contracts for nonfamily hired

employees (Cruz et al., 2010) and fair and responsible working condi-

tions (Zellweger et al., 2012), and that is why a family influence can

attract job seekers in hostile economic conditions (Hauswald, Hack,

Kellermanns, & Patzelt, 2016). Vital for the firm's survival, internal

stakeholders can also help secure family owners' control and influence

(Berrone et al., 2012). However, under hostile conditions, social wor-

thiness becomes the central reference point and matters more than

the family control for family principals. Thus, the literature suggests

that their internal stakeholders based CSR practices are essential to

gain legitimacy (Mayo et al., 2016).
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Summing up, family owners and managers avoid any action that

could lead to a loss of legitimacy and tag them as irresponsible

(Deephouse & Jaskiewicz, 2013) within and outside the organiza-

tion. Therefore, they integrate diverse nonpecuniary stakeholders'

demands in their internal policies and practices to foster a trust-

based relationship with their stakeholders (Cennamo, Berrone, &

Gomez-Mejia, 2009), which boosts their positive reputation in the

community and also enhances other intangible assets (Aragón-Cor-

rea & Sharma, 2003). In fact, Neubaum, Dibrell, and Craig (2012)

reveal that family firms benefit more when their attention to envi-

ronmental stakeholders is complemented with their concern for

employees. After all, “it is through these internal stakeholders which

the demands of external stakeholders are often met” (Neubaum

et al., 2012, p. 28). Similarly, Bingham et al. (2011) findings of large

publicly traded companies listed in the S&P 500 show that com-

pared with nonfamily firms, family firms engage more in corporate

social performance activities to establish collaborative relationships

with employees and local communities.

What is more, these stakeholders can be critical resource pro-

viders who have access to or can get scarce resources essential for

the firm's survival (Baum & Oliver, 1992). We argue that to preserve

their SEW under hostile conditions, family firms behave more ethically

to satisfy both groups of stakeholders. On the contrary, their

nonfamily counterparts, guided by a different set of motives and

goals, engage less with their stakeholders in hard times. We, there-

fore, hypothesize:

H3. In hostile conditions, family firms show a higher CSR perfor-

mance towards internal and external stakeholders than

nonfamily firms.

3 | METHOD

3.1 | Sample selection and data collection

For the target population, we chose the large firms as they are

more likely to engage in socially responsible activities. The data

were collected from two different databases for a period from

2006 to 2014. First, archival data were collected from the Thomson

Reuters Eikon database that incorporates all the economic and

financial information of sample companies from 31 stock indices.

We considered the information of all the firms from the global

benchmark stock indices. We then collected the firms' social and

environmental performance data from the Ethical Investment

Research Service (EIRIS) database that compiles information of

more than 30,000 firms. We merge both datasets, and after exclud-

ing observations with missing financial, economic, and CSR informa-

tion, a final sample of 6442 firm-year observations (956 firms) was

used to test the hypotheses. The sample was unbalanced because

not all companies were represented in all periods. Our sample firms

belong to various sectors from 29 different countries (for details,

see Tables 2 and 3).

3.2 | Measures

3.2.1 | CSR performance: External and internal
stakeholders

CSR performance is measured using a multidimensional construct

that encompasses all the activities carried out by a firm, especially

concerning social and environmental aspects (Carroll, 1979).

Through the information that companies disclose online and filled

questionnaires and surveys sent to these companies, EIRIS collects

data on environmental, human rights, employees, stakeholders, and

board social issues (see Table 1). EIRIS assigns criterial grades to

specific attributes addressing each of these areas. This procedure

might involve a subjective assessment of relevant corporate

practices, but the topics and questions included are designed to

achieve a reasonable evaluation of the activities. To obtain the

level of CSR performance, we used an aggregate measure that

takes into consideration a range of 26 important issues, as shown

in Table 1. Following previous studies, we transformed the EIRIS

criterial rating for each measure into a numerical rating. According

to the scoring criteria of EIRIS (inadequate, weak, moderate, good,

and exceptional), we assigned five values: 0, 1, 2, 3, and 4. Overall,

companies were considered socially responsible with regard to a

specific aspect when the score was above the threshold of

2. Because “CSR” was determined based on the nonweighted sum

of these 26 items, it ranges between 0 and 104.

We followed the criteria of Cruz et al. (2014) to consider the two

groups of stakeholders and divided 26 items into firms'

orientation towards internal stakeholders (“Int_CSR”) and towards

external stakeholders (“Ext_CSR”). “Ext_CSR” covers procedures, poli-

cies, and systems related to (a) human rights (Items 1 to 3);

(b) environmental issues (Items 4 to 8); (c) customer–supplier issues

(Items 9 and 10); and (d) stakeholders' concerns (Items 11 to 16).

“Int_CSR,” on the other hand, covers practices and issues related to

(a) employee policies, procedures, and systems (Items 17 to 22) and

(b) governance practices (Items 23 to 26).

3.2.2 | Hostile environmental conditions

We use the inverse of environmental munificence as a proxy for

environmental hostility, which is typically measured as the industry

growth rate (Chen et al., 2017). Similar to Goll and

Rasheed (2004) and Chen et al. (2017), we use Keats and

Hitt's (1988) measure for operationalizing munificence, originally

developed by Dess and Beard (1984). The 5-year industry growth

rate in net sales in one industry was used as an environmental

munificence indicator.3 We regress the natural log of industry sales

on an indicator of years as an independent variable for its calcula-

tion. The antilog of the regression slope coefficient was used for

munificence as the average growth (or decline) in an industry.

“Hostile_Env” is the variable indicator that represents hostility of

an environment.
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TABLE 1 Corporate social responsibility according to external and internal stakeholders

External stakeholders Inadequate Weak Moderate Good Exceptional

1. What is the extent of policy addressing human rights
issues?

0 1 2 3 4

2. What is the extent of systems addressing human rights
issues?

0 1 2 3 4

3. Does the Company report on human rights issues? 0 1 2 3 4

4. How does EIRIS rate the Company's environmental
management system?

0 1 2 3 4

5. How does EIRIS rate the Company's environmental
policy system?

0 1 2 3 4

6. How does EIRIS rate the Company's environmental
reporting system?

0 1 2 3 4

7. What level of improvements in environmental impact
can the Company demonstrate?

0 1 2 3 4

8. Does the Company have policies on maintaining good
relations with customers and/or suppliers?

0 1 2 3 4

9. How clear is the evidence of systems to maintain good
relations with customers and/or suppliers?

0 1 2 3 4

10. How many stakeholder issues have been allocated to
board members?

0 1 2 3 4

11. How clear is the Company's commitment to
community or charitable work?

0 1 2 3 4

12. What level of engagement with stakeholders is
disclosed by the Company?

0 1 2 3 4

13. How good are the Company's policies towards its
stakeholders overall?

0 1 2 3 4

14. How good is the Company's quantitative reporting on
stakeholder relationships?

0 1 2 3 4

15. How good are the Company's management systems
for stakeholders overall?

0 1 2 3 4

Values for external stakeholders 0 15 30 45 60

Internal stakeholders

16. How good is the Company's policy on equal
opportunity and diversity issues?

0 1 2 3 4

17. How clear is the evidence of systems and practices to
support equal opportunities and diversity?

0 1 2 3 4

18. How clear is the evidence of health and safety
systems?

0 1 2 3 4

19. How clear is the evidence of systems to manage
employee relations?

0 1 2 3 4

20. How clear is the evidence of systems to support
employee training and development?

0 1 2 3 4

21. How clear is the evidence of systems and practices to
advance job creation and security?

0 1 2 3 4

22. Does the Company have a code of ethics and, if so,
how comprehensive is it?

0 1 2 3 4

23. Does the Company have a system for implementing a
code of ethics and, if so, how comprehensive is it?

0 1 2 3 4

24. What is the extent of the Company's policy for
countering bribery?

0 1 2 3 4

25. What is the extent of the Company's system for
countering bribery?

0 1 2 3 4

26. What is the extent of the Company's reporting on
countering bribery?

0 1 2 3 4

Values for internal stakeholders 0 11 22 33 44

Values for CSR 0 26 52 78 104

Abbreviations: CSR, corporate social responsibility; EIRIS, Ethical Investment Research Service.
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3.2.3 | Family firms

The family firm is commonly measured by the percentage of voting

rights held or of ownership. The threshold values for the family firm

include 5% (Berrone et al., 2010; Chen et al., 2008), 10% (Mok,

Lam, & Cheung, 1992), and even 25% (Chau & Leung, 2006) of the

voting rights. In many cases, a family business is characterized by

large investments in company capital and by the presence of family

members' presence on the board (Maury, 2006). We adopt strict

criteria compared with the previous studies. To operationalize fam-

ily firms, researchers such as Chau and Leung (2006), Cascino,

Pugliese, Mussolino, and Sansone (2010), Achleitner, Günther,

Kaserer, and Siciliano (2014), Gavana, Gottardo, and Moisello (2017),

and Ferramosca and Allegrini (2018), among others, took into

account not only the voting rights or the percentage of the

common shares but also the fact that at least one member of the

family holds a managerial position, that is, he is a board member, a

CEO, or a chair. Hence, we create a dummy variable, “Family,” that

takes the value 1 if the largest shareholder is an individual or

a family with more than 25% of the votes and at least one member

of the controlling family holds a managerial position, and

0 otherwise.

3.2.4 | Control variables

We also included a set of variables in the analyses to account for pos-

sible alternative explanations corresponding to firm characteristics

and industry, year, and country factors. Regarding firm aspects, “Size”

represents the firm size and is measured as the natural logarithm of

assets. “Profitability” represents firm performance and is measured as

the ratio return-on-equity calculated as the ratio between net income

and stockholders' equity (Goll & Rasheed, 2004). “Leverage” repre-

sents firm leverage and is the natural logarithm of the ratio of total

debt to total equity. “Performance” represents firm performance and

is measured using Tobin's Q calculated as the book value of total

assets minus the book value of common equity plus the market value

of common equity divided by the book value of total assets (Cruz et

al., 2014). “Sales” represents firm sales and is measured as the natural

logarithm of sales (Hussain et al., 2018). “Intangible_Intensity” repre-

sents the intangible investment effort and is the ratio of intangible

assets to total assets (Borghesi & Chang, 2020). Finally, we also con-

trolled for industry, year, and country using dummy variables and rep-

resented them by j, n, and k, respectively.

3.2.5 | Econometric technique

As the dependent variables, CSR, Ext_CSR, and Int_CSR, take values

in a specific range (0–104 for CSR, 0–60 for Ext_CSR, and 0–44 for

Int_CSR), they are left-side and right-side censored. Using the

maximum likelihood method, Tobit models provide efficient, consis-

tent estimates of coefficients for both censored and uncensored

observations.

We used the panel data technique as it disaggregates the error

term into an individual effect, a temporary effect, and the random

shock itself. The individual effect in these models is usually present

because the decisions are made by each company's managers, which

is why it contains a differentiating element. Considering previous

arguments, the Tobit model for panel data allows controlling the

unobservable heterogeneity and the temporary effects with a specific

treatment of a censored dependent variable. Also, the endogeneity

problem is corrected using one lag period like an instrument of inde-

pendent and control variables. The general econometric model is the

following:

CSR=Ext_CSR=Int_CSR= β1Hostile_Envit + β2Familyit

+ β3Hostile_Env�Familyit + β4Sizeit + β5Profitabilityit

+ β6Leverageit + β7Performanceit + β8Salesit

+ β9Intangible_Intensityit +
X32

j=10

βjIndustryi +
X41

n=33

αnYeart

+
X60

k =42

αnCountryi + μit + ηi:

4 | EMPIRICAL RESULTS

4.1 | Descriptive results

Table 2 lists the values of CSR performance and those related to

external and internal stakeholders by year, country, and industry.

Each year reflects an increase in CSR both globally and in practices

related to external and internal stakeholders. Denmark, Italy, and

Finland exhibit a higher CSR performance and commitment towards

external stakeholders. Finland and Norway, on the other hand,

show a higher CSR performance for internal stakeholders. House-

hold and Personal Products and Automobile and Components sec-

tors indicate higher values of CSR performance and its dimensions

for external stakeholders. At the same time, Technology Hardware

and Equipment industries show increased performance for internal

actors.

Table 3 lists the values of hostile environmental conditions across

industries and shows values quite similar to those reported by Chen

et al. (2017) for munificence. Technology Hardware and Equipment,

Media, and Consumer Durables and Apparel show a higher level of

hostility.

Table 4 reports descriptive statistics and correlations between all

variables except industry, country, and year dummies. The table also

indicates the mean and standard deviation of family and nonfamily

firms as well as the difference-means test for each variable under the

null hypothesis of equal means. In general, CSR performance and their

dimensions related to external and internal stakeholders show low

values, which implies that firms' CSR engagement is still low despite an

3We acquired total sales for each two-digit standard industrial classification (SIC) by year

from theThomson Reuters Eikon database.
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TABLE 2 Sample distribution and mean values of CSR by year, country, and activity sector

Frequency CSR

CSR for external

stakeholders

CSR for internal

stakeholders

Panel A. Year

2006 7.09 25.24 15.16 13.08

2007 8.60 30.01 16.89 13.04

2008 9.70 31.36 18.10 13.26

2009 10.77 32.92 18.62 14.30

2010 11.32 33.53 19.06 14.48

2011 12.26 33.86 19.37 14.47

2012 13.04 34.63 19.50 14.84

2013 13.47 35.55 20.26 15.01

2014 13.74 36.40 20.97 15.21

Panel B. Country

Australia 7.71 35.62 19.01 16.57

Belgium 0.14 42.56 25.33 17.22

Bermuda 0.09 20.67 10.50 1,017

Canada 7.79 29.84 15.69 14.15

China 2.10 21.07 10.21 10.50

Denmark 0.14 62.56 38.33 24.22

Finland 0.14 59.44 38.67 20.78

France 3.15 7.36 28.06 19.31

Germany 2.81 48.30 30.80 17.51

Hong Kong 2.81 20.75 10.97 9.78

Republic of Ireland 1.38 33.20 18.87 14.34

Italy 0.14 59.89 39.56 20.33

Japan 10.00 41.57 27.52 14.05

Jersey 0.14 30.89 17.56 13.33

Luxembourg 0.06 39.75 23.00 16.75

Macau 0.08 8.40 1.80 6.60

Mexico 0.09 36.17 18.33 17.33

Netherlands 1.44 48.30 29.15 19.15

New Zealand 0.47 19.87 14.47 14.47

Norway 0.25 56.38 32.44 23.94

Papua New Guinea 0.09 37.33 20.83 16.50

Russia 0.43 32.80 7.57 16.00

Singapore 2.25 21.67 10.94 10.73

South Africa 0.48 56.33 14.52 19.00

Spain 1.77 45.07 27.70 16.46

Sweden 1.96 19.40 22.94 17.37

Switzerland 1.75 40.37 24.09 16.46

United Kingdom 8.12 46.21 27.42 16.24

United States of America 42.21 27.39 14.72 18.71

Panel C. Activity sector

Automobile and Components 2.27 42.43 26.22 15.87

Capital Goods 11.38 36.10 21.80 14.24

Commercial and Professional Services 3.00 29.75 15.53 14.22

Consumer Durables and Apparel 3.69 36.84 21.67 14.92

Consumer Services 3.32 32.39 17.67 14.73

(Continues)
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increase in social and environmental concerns. However, the

difference test is not significant, which implies no significant

difference between family and nonfamily firms. Hence, the null hypoth-

esis is accepted. However, family businesses report higher values of

CSR indicators, which, in a way, supports our assumption that family

firms exhibit more socially responsible behavior that their nonfamily

counterparts. The mean values and standard deviation for the rest of

the variables are shown in Panel A. The correlation matrix in Panel B

reports low or moderate correlation among variables. The only vari-

ables that show high coefficients are CSR and its external and internal

dimensions, which is reasonable because they are closely related.

Multicollinearity among these variables is, therefore, not a severe

problem.

4.2 | Regression results

Tables 5–7 present our regression results. In Table 5 Model I, the hos-

tile environmental condition is negatively and significantly related to

CSR performance (β1 = − 58.170, p < .01). Hence, our first hypothesis

is supported; that is, the lack of resources, greater survival risk, and

lower growth opportunities leads companies to show less sustainable

behavior. In Model II, the family firm indicator has a positive and sig-

nificant influence on the dependent variable (β2 = 4.897, p < .01),

which means that family firms are likely to engage in CSR activities. In

Model III, results again show the negative effect of the hostile envi-

ronment on a firm's CSR performance (β1 = − 58.084, p < .01) but a

TABLE 2 (Continued)

Frequency CSR

CSR for external

stakeholders

CSR for internal

stakeholders

Diversified Financial 2.50 27.17 12.93 14.09

Energy 9.07 30.53 16.65 13.09

Food and Staples Retailing 2.67 36.55 19.72 13.77

Food, Beverage, and Tobacco 4.86 37.03 21.71 16.15

Health Care Equipment and Services 4.30 27.52 14.81 12.72

Household and Personal Products 1.71 42.73 26.55 16.18

Insurance 0.39 16.56 5.88 10.68

Materials 11.66 38.11 22.44 15.37

Media 3.01 24.56 11.15 13.19

Pharmaceuticals, Biotechnology,

and Life S

4.16 37.57 22.65 14.89

Real Estate 4.05 29.74 16.46 13.27

Retailing 4.67 23.49 11.84 11.75

Semiconductors and Semiconductor

Equipment

2.27 29.55 17.75 11.81

Software and Services 5.00 25.47 13.18 12.29

Technology Hardware and Equipment 2.95 36.51 22.77 16.65

Telecommunication Service 3.01 40.03 21.65 17.31

Transportation 3.97 33.62 18.61 14.98

Utilities 6.10 36.75 21.02 15.68

Abbreviation: CSR, corporate social responsibility.

TABLE 3 Hostile environmental conditions across activity sectors

Activity sector Hostile_Env

Automobile and Components 0.952

Capital Goods 0.957

Commercial and Professional Services 0.938

Consumer Durables and Apparel 0.951

Consumer Services 0.960

Diversified Financial 0.907

Energy 0.956

Food and Staples Retailing 0.934

Food, Beverage, and Tobacco 0.939

Health Care Equipment and Services 0.924

Household and Personal Products 0.959

Insurance 0.923

Materials 0.942

Media 0.964

Pharmaceuticals, Biotechnology, and Life S 0.928

Real Estate 0.922

Retailing 0.923

Semiconductors and Semiconductor Equipment 0.925

Software and Services 0.911

Technology Hardware and Equipment 0.971

Telecommunication Service 0.948

Transportation 0.935

Utilities 0.947
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negative impact of family firm indicator on the dependent variable

(β2 = − 20.702, p < .01). We are interested in understanding the joint

effect and the result shows that the interaction of both measures has

a positive impact on CSR performance (β3 = 22.404, p < .01). This

implies that while hostile conditions limit the responsible behavior of

firms, in general, family-owned firms, compared with nonfamily firms,

engage in a higher level of CSR to augment and preserve their socio-

emotional endowments. Hence, our second hypothesis is supported.

We argue that the survival of family firms in a fierce competition is

dependent on saving their positive reputation and unique identity

associated with the firm name; therefore, they are more focused on

satisfying stakeholders' demands about social and environmental

concerns.

However, it is necessary to consider that whereas in Model II the

family firm indicator has a positive sign, which means that these com-

panies have higher CSR, the sign flips to negative in Model III. Model

III is based on a centered interaction effect. This negative sign indi-

cates that family firms, on average, have a worse CSR in hostility. But

if we consider the sign and size of Hostile_Env and the interaction, an

interesting picture emerges. Nonfamily firms are more negatively

affected by the hostile environment, given their coefficient is

−58.084 (β1). On the other hand, family firms show a worse CSR per-

formance (β2 = − 20.702), but they are less affected by the hostility

due to the overall relationship between hostility and CSR for family

firms is 35.68 (β1 − β3 = − 58.084 + 22.404). In general, we can say

family firms outperform other firms under hostility.

Tables 6 and 7 show the regression results of the above models

for external stakeholders (Model I) and internal stakeholders (Model

II), respectively. In Model I, hostility limits firms' CSR commitment

towards both groups of stakeholders (β1A = − 37.270, p < .01 and

β1B = − 10.760, p < .01). Results of Model II show that family firms

show a higher socially responsible behavior towards all stakeholders

than nonfamily firms (β2A = 3.627, p < .01 and β2B = 1.192, p < .01).

Model III show the interaction effects of hostility and family firms.

The finding confirms our third hypothesis: When they operate under

lower munificence, family firms exert a significant positive impact on

TABLE 5 Regression results on CSR, family firms, and hostile environments: Impact on internal and external stakeholders

Dependent variable

CSR

Model I Model II Model III*

Variables Coef. SE Coef. SE Coef. SE

Main effects

Hostile_Env −58.170*** 44.700 −58.084*** 4.394

Family 4.897*** 0.841 −20.702*** 5.636

Hostile_Env_Family 22.404*** 5.968

Control variables

Size 5.715*** 0.302 6.460*** 0.301 5.696*** 0.301

Profitability 0.002*** 0.001 0.002*** 0.001 0.002*** 0.001

Leverage 1.689* 0.883 1.302 0.908 1.612* 0.879

Performance 0.142 0.096 0.326*** 0.099 0.157 0.096

Sales 1.208*** 0.261 0.959*** 0.261 1.201*** 0.26

Intangible_Intensity 1.533 1.688 3.488** 1.722 1.375 1.681

Industry dummies Included Included Included

Year dummies Included Included Included

Country dummies Included Included Included

sigma_u 15.356*** 0.529 12.689*** 0.309 15.342*** 0.520

sigma_e 4.532*** 0.047 4.789*** 0.046 4.514*** 0.047

Rho 0.919 0.005 0.875 0.005 0.920 0.006

Note: N = 6442 firm-year observations. “CSR” was determined based on the nonweighted sum of 26 items; it ranges between 0 and 104. Two groups of

stakeholders have been considered, divided 26 items into the orientation of the company towards internal stakeholders (“Int_CSR”) and towards external

stakeholders (“Ext_CSR”). “Hostile_Env” is the variable indicator representing hostility of an environment as the inverse of a munificence environment.

“Family” takes the value 1 if the largest shareholder is an individual or a family with more than 25% of the votes and at least one member of the controlling

family holds a managerial position, and 0 otherwise. “Size” is the natural logarithm of assets. “Profitability” is the ratio return-on-equity. “Leverage” is the
natural logarithm of the ratio of total debt to total equity. “Performance” Tobin's Q is calculated as the book value of total assets minus the book value of

common equity plus the market value of common equity divided by the book value of total assets. “Sales” is the natural logarithm of sales.

“Intangible_Intensity” is the ratio of intangible assets to total assets. Bootstrap critical values: lm, 2.4304; 10%, 2.88968; 5%, 4.1892447; 1%, 6.5518422.

Eigenvalues of the scaled SSCP matrix: 6.8850, 1.5035, 0.8229, 0.6799, 0.4979, 0.3607, 0.1293, 0.1069, and 0.0126.

Abbreviation: CSR, corporate social responsibility.

*p < .10. **p < .05. ***p < .01.
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external and internal dimensions of CSR performance (β3A = 15.459,

p < .01 and β3B = 7.234, p < .01). That is, compared with nonfamily

firms, they exhibit a higher CSR commitment towards external as well

internal stakeholders to enhance their social and emotional values,

avoid any reputational costs, and ensure the firm survival and growth

in the context of hostility. To do so, they may offer better working

conditions and equal opportunities to employees, maintain good

relations with customers or suppliers, take pro-social and pro-

environmental actions, and so on.

4.3 | Robustness check

To obtain robust results and ensure the validity of our prior evidence,

we use an alternative operationalization of family firms. We use the

measure of Achleitner et al. (2014), which is based on the cumulative

voting rights of family members. It is a continuous variable that iden-

tifies the strength of the family's interests in relation to other

shareholders' demands. Keeping in view the nature of the dependent

variable, we used ordinal logistic regression that is suitable for model-

ing relationships between an ordinal dependent variable and multiple

independent variables. The results for these analyses confirm the

robustness of our previous findings and are included inTable 8.

5 | DISCUSSION AND CONCLUSION

This study is set out to understand how family firms behave in a spe-

cific business environment. More precisely, it examines the effect of

the presence of family versus nonfamily firms on their CSR perfor-

mance and stakeholder orientation in hostile conditions. The result of

our international sample of 956 listed firms for 9 years confirms all

our assumptions.

Overall, our results support the prior research that external con-

texts, such as environmental munificence or hostility, influence orga-

nizations and managerial decisions (Young & Thyil, 2014). More

TABLE 6 Regression results on corporate social responsibility (CSR), family firms, and hostile environments: Impact on external stakeholders

Dependent variable

External stakeholders (Ext_CSR)

Model I Model II Model III*

Variables Coef. SE Coef. SE Coef. SE

Main effects

Hostile_Env −37.270*** 28.830 −37.246*** 2.851

Family 3.627*** 0.618 −14.262*** 4.156

Hostile_Env_Family 15.459*** 4.401

Control variables

Size 3.877*** 0.221 4.401*** 0.220 3.862*** 0.220

Profitability 0.001*** 0.000 0.001*** 0.001 0.001*** 0.001

Leverage 1.280** 0.648 0.935 0.662 1.222* 0.646

Performance −0.090 0.074 0.049 0.076 −0.078 0.074

Sales 1.255*** 0.191 1.064*** 0.191 1.28*** 0.190

Intangible_Intensity 1.648 1.245 2.780*** 1.265 1.536 1.241

Industry dummies Included Included Included

Year dummies Included Included Included

Country dummies Included Included Included

sigma_u 11.076*** 0.346 9.589*** 0.201 11.071*** 0.338

sigma_e 3.350*** 0.034 3.499*** 0.034 3.337*** 0.034

Rho 0.916 0.005 0.882 0.005 0.917 0.005

Note: N = 6442 firm-year observations. “CSR” was determined based on the nonweighted sum of 26 items; it ranges between 0 and 104. Two groups of

stakeholders have been considered, divided 26 items into the orientation of the company towards internal stakeholders (“Int_CSR”) and towards external

stakeholders (“Ext_CSR”). “Hostile_Env” is the variable indicator representing hostility of an environment as the inverse of a munificence environment.

“Family” takes the value 1 if the largest shareholder is an individual or a family with more than 25% of the votes and at least one member of the controlling

family holds a managerial position, and 0 otherwise. “Size” is the natural logarithm of assets. “Profitability” is the ratio return-on-equity. “Leverage” is the
natural logarithm of the ratio of total debt to total equity. “Performance” Tobin's Q is calculated as the book value of total assets minus the book value of

common equity plus the market value of common equity divided by the book value of total assets. “Sales” is the natural logarithm of sales.

“Intangible_Intensity” is the ratio of intangible assets to total assets. Estimated coefficients and associated standard errors are reported. Bootstrap critical

values. lm, 2.756; 10%, 3.20901; 5%, 4.4286327; 1%, 7.6877632. Eigenvalues of the scaled SSCP matrix: 6.8001, 1.5042, 0.8304, 0.6829, 0.5045, 0.3611,

0.1938, 0.1090, and 0.0126.

*p < .10. **p < .05. ***p < .01.

1014 GARCÍA-S�ANCHEZ ET AL.



TABLE 7 Regression results on corporate social responsibility (CSR), family firms, and hostile environments: Impact on internal stakeholders

Dependent variable

Internal stakeholders (Int_CSR)

Model I Model II Model III*

Variables Coef. SE Coef. SE Coef. SE

Main effects

Hostile_Env −10.760*** 10.190 −10.895*** 1.018

Family 1.192*** 0.318 −6.719*** 2.174

Hostile_Env_Family 7.234*** 2.303

Control variables

Size 1.819*** 0.112 1.910*** 0.112 1.815*** 0.112

Profitability 0.001** 0.001 0.001*** 0.001 0.001** 0.001

Leverage 0.570* 0.343 0.454 0.345 0.543 0.343

Performance 0.138*** 0.038 0.179*** 0.038 0.141*** 0.038

Sales 0.130 0.097 0.029 0.096 0.1427 0.970

Intangible_Intensity 0.334 0.651 0.888 0.650 0.273 0.649

Industry dummies Included Included Included

Year dummies Included Included Included

Country dummies Included Included Included

sigma_u 4.171*** 0.117 3.868*** 0.097 4.172*** 0.117

sigma_e 1.855*** 0.018 1.899*** 0.018 1.851*** 0.018

Rho 0.835 0.009 0.806 0.009 0.836 0.009

Note: N = 6442 firm-year observations. Estimated coefficients and associated standard errors are reported. Bootstrap critical values: lm, 2.32701; 10%,

2.52107; 5%, 3.5692186; 1%, 5.7993827. Eigenvalues of the scaled SSCP matrix: 6.9479, 1.5039, 0.8189, 0.6799, 0.4935, 0.3604, 0.1114, 0.0702, and

0.0124.

*p < .10. **p < .05. ***p < .01.

TABLE 8 Robust results

Dependent variable
CSR Ext_CSR Int_CSR

Variables Coef. SE Coef. SE Coef. SE

Panel A. New specification of family firms

Main effects

Hostile_Env −133.4*** 4.704 −104.8*** 3.488 −29.20*** 1.766

Family −155.1*** 57.49 −108.5** 42.24 −47.83** 21.80

Hostile_Env_Family 169.2*** 60.88 118.6*** 44.73 51.88** 23.09

Control variables

Size 7.176*** 0.204 5.290*** 0.151 1.918*** 0.076

Profitability −0.0152 0.013 −0.0163* 0.009 0.00149 0.005

Leverage 0.940 1.040 0.914 0.760 −0.0553 0.401

Performance −0.0878 1.537 0.653 1.126 −1.153** 0.580

Sales 0.0001* 0.000 0.0001* 0.000 0.0001* 0.000

Intangible_Intensity 2.227 1.716 1.696 1.262 0.726 0.653

Industry dummies Included Included Included

Year dummies Included Included Included

Country dummies Included Included Included

sigma_u 12.939*** 0.314 9.817*** 0.235 3.919*** 0.099

sigma_e 4.729*** 0.045 3.456*** 0.032 1.888*** 0.018

Rho 0.882 0.005 0.889 0.005 0.811 0.008

(Continues)
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specifically and in line with existing studies such as Martinez-del-Rio

et al. (2015) and Chen et al. (2017), we show that firms' proclivity to

engage in CSR activities reduces under hostile market conditions as

firms shift their focus on core activities which can increase financial

returns in short time. However, we argue and add to this framework

that family firms' owners or controlling managers who value social

and emotional aspects over economic gains are likely to act responsi-

bly and care for their stakeholders under such conditions. This is the

case of firms whose principals possess an innate motivation to

enhance their affective endowments and social legitimacy and can

even accept business risks to prevent any loss to their SEW (Gómez-

Mejía et al., 2011). Therefore, our results are novel in suggesting that

in hostile market conditions, compared with nonfamily firms, family

businesses exhibit higher CSR performance and are more likely to

integrate external and internal stakeholders' expectations in their stra-

tegic choices to protect their family identification and image. Whether

internal or external, satisfied stakeholders can bring critical resources

and save their skin when they can lose family control and influence.

This finding does not support Morck and Yeung's (2004) theory that

family firms merely invest in their personal interests. However, note

that CSR has incentives for family firms and serves as social insurance

in crisis (Godfrey et al., 2009).

Hence, our study supports and contribute to the SEW theory of

Gómez-Mejía et al. (2007) and the findings of Bingham et al. (2011),

Berrone et al. (2012), Cennamo et al. (2012), Cruz et al. (2014), and

Campopiano and De Massis (2015). In particular, we heed the call of

Berrone et al. (2012) and Cennamo et al. (2012) by answering how

family firms behave and respond to various stakeholders' claims under

certain environmental circumstances. While recent scholars argue that

family firms build strong relationships with their external stakeholders

(Carney, 2005; Gómez-Mejía et al., 2011), we instead show they

engage with both interest groups to save their external and internal

legitimacy. We confirm that family firms should balance and match

the CSR related concerns of internal and external stakeholders

(cf. Neubaum et al., 2012) to survive in hostility. Also, by including the

environmental factor in the framework, our findings helped us address

the inconclusiveness of existing research on the family business–CSR

relationship.

Moreover, our consideration of CSR performance- a holistic mea-

sure that includes environmental and social engagement further con-

tributes to studies that examine them individually (see, for instance,

Dyer & Whetten, 2006; Berrone et al., 2010). Similarly, the majority

discriminates between family and nonfamily firms in terms of the

degree of ownership concentration. As Cascino et al. (2010)

recommended, this study also includes the presence of family

members in managerial positions.

Our study has numerous implications for businesses and

investors. While some scholars advocate that family firms listen to

external stakeholders (Gómez-Mejía et al., 2011), this study offers a

guiding principle that family firms should also care for internal

TABLE 8 (Continued)

Dependent variable
CSR Ext_CSR Int_CSR

Variables Coef. SE Coef. SE Coef. SE

Panel B. Ordered logistic regressions

Main effects

Hostile_Env −0.190*** 0.027 −0.184*** 0.027 −0.132*** 0.027

Family −7.694** 3.864 −8.144** 3.864 −4.381** 1.874

Hostile_Env_Family 8.059** 4.096 8.543** 4.097 4.599 4.107

Control variables

Size 0.364*** 0.013 0.383*** 0.013 0.255*** 0.013

Profitability −0.00327* 0.002 −0.00311* 0.002 −0.00365** 0.002

Leverage 0.127 0.089 0.0181 0.089 0.270*** 0.089

Performance −0.504*** 0.114 −0.490*** 0.113 −0.507*** 0.114

Sales 0.0001*** 0.000 0.0001*** 0.000 0.0001* 0.000

Intangible_Intensity 0.339*** 0.127 0.103 0.126 0.691*** 0.127

Industry dummies Included Included Included

Year dummies Included Included Included

Country dummies Included Included Included

LR χ2 1636.62*** 1724.53*** 964.38***

Log likelihood −24,940.135 −23,138.051 −18,049.376

Pseudo-R2 0.0318 0.0359 0.0260

Note: N = 6442 firm-year observations. Estimated coefficients and associated standard errors are reported. “Family” is cumulative voting rights of family

members.

Abbreviation: CSR, corporate social responsibility.

*p < .10. **p < .05. ***p < .01.
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stakeholders in penurious economic situations because they generate

human capital and make critical strategic choices to satisfy other

interest groups including external stakeholders. For socially responsi-

ble investors, our study provides valuable insights that even in the

fierce competition for the resources, family firms behave more

responsibly than nonfamily firms.
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