


Table of Contents
1.	Introduction	2
2.	Background	2
3.	Attributes of Family Business	4
Figure1: Overlap of Family, Ownership & Management Groups.	5
-Simultaneous Aspect	5
-Communal Identity	6
-A Lifelong Shared History	6
-Emotional Connection and Confusion	6
-The Private Language of Relatives	7
-Mutual Awareness and Privacy	7
-Meaning of the Family Company	7
4.	Social Capital	8
5.	Family social capital & Organizational social capital	9
Figure 2: Composition of familiness from perspective of the social capital and open system	10
6.	Methods connecting Family social capital to the creation of Organizational social capital	12
-Institutional similarity of the family institution	12
-Organizational Identification and rationality	13
-Practices of Human resources	14
-Overlaps in Social networks	15
References	17









Introduction

As the area of entrepreneurship was increasing rapidly and was starting to gain importance between management scholars (Debicki et al 2009). Family business research area whose area of expertise importantly overlaps with the entrepreneurship has experienced likewise development in the recent periods (Debicki et al 2009). Nevertheless, scholars believed family businesses seem to dominate the world economy however, suggested the progress in research is behind (Debicki et al 2009). So, in this course, this report quest to investigate the background of family businesses and most importantly, the attributes which makes them unique and distinctive among non- family business. 
Similarly, prior studies on family business were focused on succession of it but later focused mainly on the impact a family may have on the efficiency of a business (Dyer Jr and Dyer, 2009). Some have also criticized organizational scholars because they neglected the family as a fluctuate in organizational research (Dyer Jr and Dyer, 2009). Noting that, report investigates the social capital as it the resources and goodwill which are made obtainable to the business actors via trusting relationships and mutual. Following, report will study explore the social capital within family business i.e. family social capital which within happens the knowledge creation, reduced costs, facilitate info flows and accumulation. And outside the business it increases association. Keeping all this in mind, report enhances the study on family business, attributes, dynamics of social capital creation and organizational social capital.        

1. [bookmark: _Toc18515411]Background

The crucial defining issue which differentiates family business from non- family business is the involvement of the family (Litz, 1995). There are various descriptions of family business. The meanings consider several aspects, for example ownership, involvement of the management, business, strategic control as the major source of income and intergenerational transferences (Collins and O'Regan, 2011). Some of the definitions said to be mentioned that they do not reflect the status of being a family business being fixed, since it may slide among family business and non- family business. As the European Commission Report distinguished that even self-employed or single person enterprises are taken as family businesses (Collins and O'Regan, 2011). Their report also mentioned sole proprietors- companies that have single owner but might hire added family and/or non- family members are as well considered as family businesses which are most common in European countries (Collins and O'Regan, 2011).
From the theoretical stance, family business is explained in several conducts. One is explained as “a business governed and/or managed with the intention to shape and pursue the vision of the business held by a dominant coalition controlled by members of the same family or a small number of families in a manner that is potentially sustainable across the generation of the family/families” (Collins and O'Regan, 2011; Chau, Chrisman and Sharma,1999). However, from practitioner perspective, it is suggested family business differ in their “familyness” or “familiness” (Pearson, Carr and Shaw, 2008) and within the level which the family regulates the actions and route of the business. Few have explained as per, “one that will be passed on for the family’s next generation to manage and control” (Collins and O'Regan, 2011). 
As mentioned in the beginning and the previous literature points out family businesses vary as of the non- family businesses because of the unique participation of the family memberships. Leach and Bogod (1999) states family business are simply one which is impacted by a family/ family relationship. For the clarity, the family is a form that might efficiently control the business procedures because it holds higher than 50% of the elective shares or else family members cover an important quantity of the topmost management positions in the business (Leach and Bogod, 1999). However, it ought to not ignore that a business’s processes are concerned by a family relationship. Therefore, the part of the family in family businesses requires to remain well tacit so that the strengths are to be boosted and weakness are controlled (Leach and Bogod, 1999). Accordingly, of the amalgamations of family participation, various scholars have had the utmost issue classifying the family- managed but then not family owned business as family business (Chau, Chrisman and Sharma, 1999).
Besides that, recent study states that several authors have today classified family business into four key ranges: governance, strategic process, human resource and succession (Collins and O'Regan, 2011). Noting that, it has been argued the family business success is also play result part of community’s support. So, in 2011 research held in Scotland and audience came to discussion and suggested it should be focused around different context such as, the next generation- the individual level; the family business- the organizational level and; the community- the societal level. Nonetheless, exploration of the attributes of family business will be first studied.

2. [bookmark: _Toc18515412]Attributes of Family Business 

In United States and United Kingdom, most of the businesses are family business where two or more extended family members influence the route of the business via the exercise of management roles, kindship ties or ownership rights (Tagiuri and Davis, 1996). For instance, Cadbury in the UK and Heinz in the US (Leach and Bogod, 1999). Whilst, most of them are small but few are reasonably big and various remain bigger in their own sectors. It is significant given the importance of family managed businesses which we know the attribute behaviour of the family associates which effect such businesses. It has been mentioned that few systematic studies have been done previously on family business’s strengths and weaknesses, social structure, psychology of the owner/ manager, nepotism and management succession but not extensively researched/ defined (Tagiuri and Davis, 1996). 
Hence, for smaller businesses, control of ownership means having at least 50% ownership while for larger businesses, there is possibilities of having less portions and designate a board of directors which drive help in regulating family’s objectives (Tagiuri and Davis, 1996). As the researcher states family business has various unique, hereditary attributes where all of such vital attributes are cause of advantages also disadvantages for having families, family staffs and non-family staffs. The researcher called such hereditary aspects are Bivalent Attributes. It is considered that just 30% of family businesses last to the next generation with the typical life duration of alone 24 years (Tagiuri and Davis, 1996). 
To shed the light on, the notion of Bivalent Attributes is the prompt to note the success or failure of such business will be subject to how those hereditary aspects are accomplished. Also, it is said to be successful management influence the family’s relationships with employees, greater community and well- being of the family (Tagiuri and Davis, 1996). To add, Bivalent Attributes originate straight from the overlap of the ownership, family members and management involvements. Below figure 1 illustrates the above statement:
[bookmark: _Toc18515413]Figure1: Overlap of Family, Ownership & Management Groups.
Source: (Tagiuri and Davis, 1996).



By the meaning of overlap, the above figure1 shows for instance, the head of the family (father) and son both are members of the same family, owning group and management group (Tagiuri and Davis, 1996). Such membership groups overlap and generates various distinguishing aspects of family businesses. To follow, the most significant Bivalent Attributes of the family business and their qualities are discussed below. 
[bookmark: _Toc18515414]-Simultaneous Aspect

Due to overlapping memberships, working family members in such business can have 3 simultaneous roles i.e. owners, relatives and managers. Owners are largely involved in return of investment; family members are concerned mainly with the unity and welfare of the family and; managers work across the business’s operational effectiveness (Tagiuri and Davis, 1996). 

[bookmark: _Toc18515415]-Communal Identity 

Sense of identity are shared by the relatives who work together. For instance, the family name is an identity and has a meaning to people in and out of the family (Tagiuri and Davis, 1996). Nonetheless, it is an important and meaningful influence on relative’s behaviour both inside and outside the job. Subsequently, family and work are intertwined in family business and family definition. 

[bookmark: _Toc18515416]-A Lifelong Shared History

Blood relatives working together is influenced by the behaviour in part and by the fact they lived with one another all the life of one of them (Tagiuri and Davis, 1996). Out of shared history comes a substantial amount of shared practice/ knowledge. In their time together, family members learn about one another’s strengths & weaknesses and use such knowledge whilst working together. In addition, the relationship history consists an integration of happy and unsatisfactory experiences as these shapes the duo’s expectation relating working together (Tagiuri and Davis, 1996). 

[bookmark: _Toc18515417]-Emotional Connection and Confusion

Because of the mixture of both restraints and benefits that relatives present to each in the history of their relationships, members of family grasp concurrent and strong negative and positive feelings for one another (Tagiuri and Davis, 1996). It makes them to have contradictory feelings between each other. It won’t be wrong to say that emotions among relatives usually surface more than nonrelative people. Due to their bond of the emotional content, relatives may encounter it to be difficult to clarify each other’s words and actions objectively. On the other hand, the positive feelings of love can create trust, loyalty and motivation among relatives. 

[bookmark: _Toc18515418]           -The Private Language of Relatives 

It is an interesting aspect among family members while in work relations. Prior shared experiences among relatives’ superior expressions, phrases, words and body languages advance which have acknowledged meanings. ‘Family languages’ as such enables effective communication among family members in compared to nonrelatives (Tagiuri and Davis, 1996). Out of this, it allows relatives to exchange added information with superior confidentiality and fetch decisions more quickly than can two nonrelatives.  

[bookmark: _Toc18515419]         -Mutual Awareness and Privacy

Members of family have a particularly acute awareness of one another’s situations for instance: how they are feeling, what sort of pressure they are under and what makes them happy or upset. Such awareness is established via three channels (Tagiuri and Davis, 1996). Firstly, the explicit communication across family members. It is superior for relatives because relatives can see one another frequently in various types of social and business settings. Secondly, above mentioned ‘family languages’ supports this awareness of one another. Lastly, relatives who may convey information from on relative to other one shared by family members (Tagiuri and Davis, 1996). However, at some cases it can make some family members feel over observed or stuck. 

[bookmark: _Toc18515420]        -Meaning of the Family Company

Relying on to the generation of the company and time of the family’s partnership with it, the business hold on specific meanings for owning family (Tagiuri and Davis, 1996). Typically, a first-generation business is regarded as one part of the family where relative usually may have powerful feelings about it. It has been observed when there is enough security and plentiful nurturance, the family business will not be perceived as an intimidating rival (Tagiuri and Davis, 1996). However, family that is generally struggling for better security and seeming lack of emotional resources, may be anticipated as a displacing family member that takes off the status as well as resources from actual family members. Tagiuri and Davis (1996) states in the end such symbolism can describe a sense of mission for the family business which nonfamily businesses seldom pair.

Managers in the family businesses and those who interact with similar businesses ought to recognize that organizational features of such businesses account for together their strengths and weaknesses. The dispute in those businesses is to maintain and control such characteristics to make best use of their strengths and minimalize their weaknesses. Having discussed the attributes of family businesses, report will further investigate in building social capital in the family businesses.    

3. [bookmark: _Toc18515421]Social Capital

The notion of social capital initially appeared in sociology and later in economics (Agndal, Chetty and Wilson, 2008). Social capital has been regarded as the greatest believed of as the human essentials for instance, knowledge, faith and invention which are established throughout interpersonal interactions (McGrath and Sparks, 2005). It has been viewed at a community and national level. The term has been observed and defined as “the stock of active connections among people: the trust, mutual understanding and shared values and behaviours that bind the members of human networks and communities and make cooperative action possible” (McGrath and Sparks, 2005). 
Subsequently, social capital is the inclusive of relationships of that network i.e. a structural level, also the network usefulness of that relationships i.e. economic level (Agndal, Chetty and Wilson, 2008). It is contended that social capital is also not fixed and is extremely dynamic as in economic and structural levels, which is inevitable to change over time (Agndal, Chetty and Wilson, 2008). Prior studies and organization’s history showed that entrepreneurs achieve benefit from social capital in the means of supportive and helpful resources (intangible resources) from friends and family (Agndal, Chetty and Wilson, 2008). 
A structural level of the relationships can be divided into direct and indirect relationships with customers, suppliers, distributers and suppliers’ supplier, customers’ customers respectively (Agndal, Chetty and Wilson, 2008).  Resulting both relationships representing access to social capital. Researchers recommend in the initial phase, direct relationships are more important, while in later phase indirect relationships will become increasingly significant. Nevertheless, social capital plays primarily an efficacy role to actively exploit it for the businesses but social capital’s serendipitous role will be utmost important in indirect relationships (Agndal, Chetty and Wilson, 2008). Undeniably, indirect relationships can supply an abundant number of social capitals.  
Remarking that, this report also seeks to give an attention on the creation of social capital. But, first emphasizes to the content outlook of social capital are considered for better understanding. As we know by now about structural and economic dimensions of social capital. Additionally, Arregle et al (2007) mentioned social capital content outlook generally includes 3 dimensions - structural, relational and cognitive (the network associations between actors, the nature and quality of associations and share representations, interpretations & systems among actors accommodating durable associations respectively) (Arregle et al, 2007). 


4. [bookmark: _Toc18515422]Family social capital & Organizational social capital

In family social capital connotation, the construct called “familiness” has developed as a notion exclusively associated to family business study (Pearson, Carr and Shaw, 2008). Familiness is suggested as per a foundation of competitive advantage which generates wealth of the business and value creation (Pearson, Carr and Shaw, 2008). As we know relationships in the family business is outcome of lasting involvement and interaction of the family. A framework to identify the unique behavioural resources, capabilities and antecedents is provided by social capital theory (Pearson, Carr and Shaw, 2008). The recent study conducted by Cano-Rubio et al., (2016) examined combining with definition of familiness, social capital perspective and considering family business as an open system. As in open system perspective, it consists of various cultural differences and family models as well as the effect in its evolution (Cano-Rubio et al., 2016). Below figure 2 model demonstrates and suggests family businesses contains various resources and capabilities where they become a source of competitive advantage as well as opposite.  

[bookmark: _Toc18515423]Figure 2: Composition of familiness from perspective of the social capital and open system
Source: Cano-Rubio et al., 2016



Further, in a process outlook, suggests in 4 dynamic aspects that impact the creation of social capital- interaction, interdependence, stability (e.g. time) and closure in families. Such factors are said to be helpful shaping the creation of organization’s social capital.  Arregle et al (2007) illustrated, heightened interactions among actors assist the growth and preservation of communal responsibilities in a social network. Whereas, stability is crucial as social capital replicates the growth of goodwill over time. Not to forget, that growth and preservation requires interdependence among associates of the network. However, closure is the degree to where actor’s contacts are related which affects the adherence of behavioural standards (Arregle et al, 2007). So, these 4 features affect the stream of social capital and effects stock of it. Whilst, according to Litz (1995) he advocated in entrepreneurship research point, the main issue is organizational initiative but in contrary family business/ family business research is concerned with management and continuity of intraorganizational family- based relatedness. And he confirms intraorganizational family-based relatedness may be an actual and important organizational resource for family businesses.

Equally, the significance of active connections and networks between people are obvious within organizations. Using affinity groups is one example to build social capital which is an intraorganizational mechanism for establishing cross functional teams (McGrath and Sparks, 2005). Having networks in businesses provides access to resources, knowledge, technologies and markets (Inkpen and Tsang, 2005). Again, it comprises both assets and network which can be mobilized via such network. 
Furthermore, most of the organizations are not homogeneous inside as various groups (formal and informal) exist for example, divisions, project teams, departments and founders, family members, communities of practice respectively (Arregle et al, 2007). It has been noted in an organization, important group heterogeneity paired with multifaceted social interconnections between groups members are likely have significant impacts on organizational social capital creation (Arregle et al, 2007). 
However, opposing to families, the employees of business organization, particularly fresher ventures usually does not possess factors of interaction, interdependence, stability and closure (Arregle et al, 2007). But it does not mean organizations does not desire social capital. They yet desire active social capital, even extra than families because of the complications and environmental dangers they encountered. Organizational social capital refers to, ‘a resource reflecting the character of social relations within the firm’ (Arregle et al, 2007). It is beneficial for the organization together in enabling internal management and in the access, it offers to external resources. 
Moving forward, Collins and O’Regan (2011) mentioned in their later studies capital resources have 5 types i.e. social, human, patient, governance and survivability structures. In the example of Baxters- existed in Fochabers, Scotland since 1868, its community has supplied workers to the business for across four generations. Fochabers economic well- being is closely connected to Baxters and Baxter’s social and human capital is inseparably connected with Fochabers. So, in that sense, recognizing the fundamental dimensions of family member’s human capital which consists of not just skills, knowledge and capabilities but also individual characteristics and motivation that leads to positioning of interests among individual and organizational objectives (Dawson, 2012).    

5. [bookmark: _Toc18515424]Methods connecting Family social capital to the creation of Organizational social capital 

Various scholars agree that family business’ distinctiveness ascends thru the combination of both family and business life (Arregle et al, 2007). As our reports’ focus is the amalgamation of family and organization that family dynamic forces may hugely influence the creation of the family business’ organizational social capital. Meaning, family social capital influences depending on how organizational social capital is constructed. It is stated that time and power influences are 2 significant attributes that family afford (Arregle et al, 2007). Interestingly, studies conducted by the scholars debated these 2 influences re-emerged in several other non-family based organizational context (Arregle et al, 2007). To discuss further, report will investigate the methods as such. 

[bookmark: _Toc18515425]-Institutional similarity of the family institution

It is institutional theory that delivers a theoretical foundation for explanatory models which effort to describe specific organizational development (Leaptrott, 2005). It consists “the emergence of distinctive forms, processes, strategies, outlooks and competencies as they emerge from the pattern of social interaction and adaptation” (Leaptrott, 2005). In general, institutional theory propose clarifications for similarities and difference in business and family structure (Leaptrott, 2005).  Initially, there was “old” institutionalism which concerned on the determined attempts of individual to acknowledge to environmental constrains which in ways dependable with the institutions’ formality, rituals and values significant to the institution (Leaptrott, 2005). Whilst, “new” institutionalism complemented the initial institutional model by suppling the awareness that organizations take symbolic structures and meanings which are not the outcome of the quest of effective productivity. Such intangible quality is defined as “cognitive, normative and regulative activities and structures which provide meaning and stability to social behaviour” (Leaptrott, 2005).
Out of these, it is suggested there are 3 basic types of institutional influences that exist: coercive, mimetic and normative (Arregle et al, 2007). Coercive constrains are dictated by powerful stakeholders and agents. In other hand, imitative influences outcome as the organization intentionally replicates the well practices of those institutions anticipated to be more authentic. This impact usually becomes extra noticeable when pivotal organization come across growing uncertainty. And normative constrains and influences grow from basic tacit beliefs between organizations and actors (Arregle et al, 2007). Arregle et al (2007) contend there are 2 main types of institutions: proximate (financial or legal systems) and background social (families and schools). 

[bookmark: _Toc18515426]-Organizational Identification and rationality
 
In the case of an organization, identity is the answer of set of beliefs and meanings of the question “Who are we?” (Foreman and Whetten, 2002).  Organizational identity has been applied to display how organizations and their managers identify pressures, understand issues, distinguish & solve conflicts, manage change, respond or set strategies and develop competitive advantage (Foreman and Whetten, 2002). To add, it has been integrated with social identity theory to enlighten the process where individuals recognize with organizations. It has been stated, it is “the degree to which a member defines herself/ himself by the same attributes that she/ he believes define the organization” (Foreman and Whetten, 2002). Whilst in the answer to the organizational identification occurrence is that of cognitive comparison which drive a members’ assessments of the appropriate among their self- categorizations and categorizations of their organizations. 
[bookmark: _GoBack]Many researchers have argued that several forms of identity comparisons affect significant member behaviours and attitudes (Foreman and Whetten, 2002). So, in the family business, the chief investor and shareholder is the family and topmost managers who also belong to the family. Consequently, the family is contributory in its business’ organizational identity which hence influences the creation of organizational social capital in the image of the family social capital (Arregle et al, 2007). For instance, the top management team and their managerial rationalities i.e. shared meaning of the systems in the family are shaped by family social capital (Arregle et al, 2007). It won’t be wrong to say certain dimensions of family social capital i.e. relational and cognitive are transported to the family business and its organizational social capital (Arregle et al, 2007).  
Additionally, in most businesses, the need to belong and to obtain status are usually controlled by restrictive norms of emotional expression and the necessity that individuals to lesser personal objectives to organizational rationality (Nicholson, 2008). In contrary, family businesses are more prominent for the degree in which family members express their emotions freely (Nicholson, 2008).    

[bookmark: _Toc18515427]-Practices of Human resources

In today’s organizations there is much pressures that they must gain competitive advantage thru more productive application of their human resources. However, prior inclusive analysis of family business article and publication has been reported to have only 4.2% studied dealt with the progress of human resources via teaching and training compared to management succession with 6.6% focused (Astrachan and Kolenko, 1994). Whilst, the special aptitudes of a family business system are seen mostly as an overlap among business and the institutions of family, that make the general human resources management responsibilities of staff selection, development, appraisal and compensation that then unstable issues in the expertise management of the organization (Astrachan and Kolenko, 1994). Though, Astrachan and Kolenko (1994) mentioned such institutional overlap has its potential positive contribution to organizational success. 
As competitive advantage can be created via various means throughout the organization but source of it comes from the enhanced organizational competence of people (Astrachan and Kolenko, 1994). Therefore, it is significant to emphasis on human resource practices in the family businesses due to the fact of their prevalence of solid family principles and family commitment to the business (Astrachan and Kolenko, 1994). It would seem uniquely skilful of mobilizing the mechanisms essentials which is defined as crucial for creation of organizational competence i.e. leadership, shared mindset, human resource practices and capacity for change (Astrachan and Kolenko, 1994). Additionally, Arregle et al (2007) has suggested that stability and long- period introduction in work relationships and organizational interchange benchmarks aid an effective organizational social capital.  Another significant influence in family business is noted as selection and promotion of employees that share and support family’s goals and values (Arregle et al, 2007). While, also supporting the creation of an organizational social capital is corresponding to family social capitals’ norms and values (Arregle et al, 2007).
 
[bookmark: _Toc18515428]-Overlaps in Social networks 

The three- circle design where family business remain enclosed as 3 intertwining systems i.e. the family system, the ownership system and the business system (Distelberg and Sorenson, 2009). This model enabled academics to incorporate fundamental knowledge from other fields for example family’s development over the life span (Distelberg and Sorenson, 2009). Such process pointed the significance in seeing family business as although separate but overlapping systems, each having their own objectives, principles and development (Distelberg and Sorenson, 2009). Each system having their own goals, principle, boundaries and needs but then influenced by a shared environment (Distelberg and Sorenson, 2009).
Further to add, social networks is described as “a specific set of linkages among a defined set of persons, with the additional property that the characteristics of these linkages as a whole may be used to interpret the social behaviour of the persons involved” (Tichy, Tushman and Fombrun, 1979). It is said to have 3 sets of properties of network that are specific interest in i.e. Transactional content, Nature of the links and Structural characteristics (Tichy, Tushman and Fombrun, 1979).
According from this, organizational social capital of a family business is highly expected to be solidly impacted via the family’s social capital, reasoning the business’ link is usually at the beginning grounded on the family’s networks (Arregle et al, 2007). Studies has confirmed the quantity of family backing for entrepreneurs- family outside the limits of the business is largely significant for resources and support (Arregle et al, 2007). Likewise, members of family who are participated in the business create the business’ prior network structure which in return influences the creation of family businesses organizational social capital. Ultimately, they strongly impact on resource growth, acquisition and business management (Arregle et al, 2007). Consequently, Arregle et al (2007) states such overlapping networks commence and alter amend the institutional proportions of the family business and outline social practice, tradition, convention and generally social structure in which business operates.   
To conclude, it is significant to where and how resources such as family social capital and organizational social capital are created and mobilized. The exploration of the attributes and their social capital propositions path to analyse how family businesses can create certain competitive advantage and seemed strongly influenced those factors.




[bookmark: _Toc18515429]
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