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ABSTRACT

Research suggests that firms with family CEOs differ from other types of businesses, yet surprisingly little is known about how employees in these
firms feel and behave compared to those working in other firms. We draw from family science and management research to suggest that family
CEOs, because of their emotion-evoking double role as family members and business leaders, are, on average, more likely to infuse employees with
positive emotions, such as enthusiasm and excitement, than hired professional CEOs. We suggest that these emotions spread through firms by way of
emotional contagion during interactions with employees, thereby setting the organizational affective tone. In turn, we hypothesize that in firms with
family CEOs the voluntary turnover rate is lower. In considering structural features as boundary conditions, we propose that family CEOs have
stronger effects in smaller and centralized firms, and weaker effects in formalized firms. Multilevel data from 41,200 employees and 2246 direct
reports of CEOs from 497 firms with and without family CEOs provide support for our model. This research suggests that firms managed by family
CEOs, despite often being criticized as nepotistic relics of the past, tend to offer pleasant work environments.

Family firms are often depicted as “poor organizational stewards” (Neckebrouck et al., 2018: 569). Decision-makers in family firms
are particularly parsimonious when it comes to their employees (Carney, 2005), prefer family members to non-family members in
promotion situations (Schulze et al., 2003), and focus on family-centered, non-financial goals even in business settings (Chrisman
et al., 2012). In addition, compensation in family firms is often lower than in other firms (Carrasco-Hernandez and Sanchez-Marin,
2007) and career options are fewer (Miller et al., 2008). Moreover, investment levels in employee training are lower in family firms
(Neckebrouck et al., 2018), depriving employees of opportunities to enhance their employability outside the firm. Hence, some argue
that family firms—like monarchies—are a relic of the past that no longer suits our time (Stewart and Hitt, 2012).

However, many family firms prosper and continue to attract and retain the talent needed for survival and success. Among the firms
that appear as “Great Places to Work” in Fortune magazine, the number of family firms is disproportionally higher than the number of
other firms (Ward, 2006). Likewise, an analysis of employee reviews on Glassdoor.com, a web-based employer-rating platform, shows
that family CEOs receive substantially better ratings than hired CEOs (Huang et al., 2015). The following statement posted on the
Fortune website about Van Dyk Healthcare—a firm led by family CEO Bob van Dyk—mirrors the views of many: “We work for a family
business that actually makes you feel that you are one of their family members.”

How some family firms achieve such positive outcomes despite relatively low salary levels, scarce investments in employee
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training, and potential favoritism of family members is a conundrum at the heart of family business research. One reason for this
conundrum may be that family firm researchers have not sufficiently considered the role of the CEO in explaining employees’ feelings
and behaviors. Instead, researchers have only recently started to examine how family involvement in general relates to employee
outcome variables, studying, for instance, how family ownership relates to turnover (Neckebrouck et al., 2018). Yet, management
research highlights that it is not primarily the owners of firms but rather their upper echelons, especially the CEO, that affect their inner
workings (Bromiley and Rau, 2016; Hambrick, 2007). Hence, we propose that to better understand employees’ feelings and behaviors,
we need to investigate whether a family CEO—defined as a CEO who is a family member of the firms’ owning family—is at the top, or
whether a firm, be it family-owned or not, is led by a hired professional CEO.

In this paper, we set out to build and test new theory on how family CEOs, compared to other CEOs, create and maintain the
conditions that make employees feel positive about their workplace and remain with the firm. While research has remained silent on
the potential effect of CEOs on positive employee emotions so far, media provides ample anecdotal evidence for such an effect. For
instance, Gabriele Manser, third generation family CEO of Swiss Goba AG was described by the newspaper Handelszeitung as follows:
“[She] is able to infect employees and customers as well as consumers and media people with her verve.” Further elaborating on the
effect of family CEOs, third generation family CEO Philip Harting, co-leading the technology family firm Harting explained, in an
interview': “The enthusiasm [for further developing the firm] is lasting. It has to be. As a family business, we are always thinking about
how we will manage the future. [...] The enthusiasm is in our network, and it propagates and potentiates itself there.”

In line with these reports from the media, we draw on family science research originating in psychology and sociology that casts any
family endeavor as deeply steeped in emotions (Bahr and Bahr, 2009; Beutler et al., 1989) to suggest that family CEOs, due to their
double role as family members and business leaders, are more likely than other CEOs to infuse their firms with emotions—and in
particular, with enthusiasm and excitement. These high-energy positive emotions, we propose, spread through the firm by way of
emotional contagion during interactions with employees. In turn, the emergent collective feeling (i.e., the firm’s organizational af-
fective tone; Knight et al., 2018) is likely to affect the firm’s voluntary turnover rate. Furthermore, by combining research on emotional
contagion with research on organizational structure (Hage and Aiken, 1967; Puranam et al., 2014), we advance the idea that the CEO’s
role in spreading positive emotions throughout the firm is facilitated by the centralization of the firm but limited by organizational size
and formalization. We test our hypotheses using multilevel survey and archival data from 497 firms, 2246 direct reports of CEOs, and
41,200 further employees. Based on a subsample, we were able to directly test the effect of the CEOs on their subordinates’ emotions,
as well as the trickling down of this effect.

By integrating family science with management research that has increasingly highlighted the crucial role of emotions for un-
derstanding nearly all aspects of organizational life (Ashkanasy and Dorris, 2017), we provide a new perspective on family firms that
centers on emotions—a topic that family business researchers have thus far largely neglected (Shepherd, 2016) in favor of strategic and
cognitive factors (e.g., Anderson and Reeb, 2004; Duran et al., 2016; Villagrasa et al., 2018). Providing and testing such new theory is
important, both for research and practice, in order to understand how firms with family CEOs can leverage their unique organizational
setup to gain a competitive advantage despite—or because of—their hereditary management structures. In sum, our theory and
findings shed light on the crucial role of the family CEO in explaining the inner workings of family-managed firms.

Our research offers several contributions. First, we help solve the puzzle of why non-family employees appreciate employers with
family CEOs, theorizing and showing that family CEOs pass on their high-energy positive emotions to non-family members and thus set
the affective tone in the organization. Second, we contribute to theorizing on family firms by proposing that the family system not only
affects top management team preferences and decisions as proposed by prior family firm research (Habbershon et al., 2003), but also
affects lower organizational levels, including non-family employees. Third, we advance research on emotional contagion by theorizing
and showing how emotions spread through entire organizations (Barsade et al., 2018) in family-managed firms, rather than focusing
on smaller sub-groups within organizations. Lastly, we make an important contribution to both, research on emotional contagion and
family firms, by showing how the proposed relationships are critically dependent on organizational design factors.

1. The family-managed firm

Family-managed firms—a frequent and relevant special type of family firms that have a family CEO at the top—represent a unique
organizational context as the presence of a family member as CEO in family-managed firms directly influences how the business is run.
Indeed, upper echelons research provides abundant evidence that the characteristics of the CEO influence employees throughout the
firm (see, e.g., Carpenter et al., 2004). This influence might be even stronger for family-managed firms, where CEOs enjoy particularly
high levels of managerial discretion (Carney, 2005). Therefore, we suggest that whether a firm is run by a family CEO or a hired CEO
affects how employees feel and behave. In our theorizing, we compare family-managed firms in which the CEO position is filled by a
family member with firms in which this is not the case.

1.1. The family CEO and their emotions

Previous studies of the influence of family CEOs have mostly focused on strategic resources and decisions (e.g., Gomez-Mejia et al.,
2007; Miller et al., 2013). This stream of research has found that reduced or different agency costs of family CEOs and the specific

1 https://www.sueddeutsche.de/wirtschaft/familienunternehmen-harting-wir-sind-alle-alpha-tiere-1.3720899.
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resources that these CEOs bring to their companies affect their firms’ strategies for innovation or internationalization (e.g., Duran
et al., 2016; Singla et al., 2014). Moreover, prior research has shown that family CEOs’ loss aversion with regard to firm control and
reputation (e.g., Gomez-Mejia et al., 2007) leads to idiosyncratic investment decisions with regard to, for instance, environmental
programs (Berrone et al., 2010) or acquisitions (Gomez-Mejia et al., 2018). However, relatively little attention has been paid to how
family CEOs affect the inner workings of their firms.

We propose that the experience and expression of emotions by family CEOs is unique as family CEOs differ from other CEOs because
they encounter two distinct but overlapping systems in their management roles (Habbershon et al., 2003). The first is the business
system, where the family CEO, like any other CEO, must consider the firm’s goals, structures, processes, and procedures (Tagiuri and
Davis, 1996). In this system that follows a rational approach, ‘professionalism’ is encouraged and emotions are often seen as a
disturbance (Mann, 1997). The second system consists of the regularities, structures, and norms of the family. In this system, emotions
are salient, and their expression is generally encouraged (Beutler et al., 1989; Ronka and Korvela, 2009), especially if those emotions
are positive (Daly, 2003). In contrast to the business system, “the family system is viewed as being emotion based” (Diaz-Moriana et al.,
2019: 343).

We first suggest that the overlap of both systems infuses the family CEOs, who simultaneously assume the roles of business leader
and family member, with positive emotions that they experience at their workplace. While all CEOs, including family CEOs, experience
a broad range of both positive and negative emotions at work (Delgado-Garcia and De La Fuente-Sabaté, 2010), family business
research suggests that family CEOs, on average, experience positive emotions such as excitement, inspiration, and enthusiasm about
their firms more than hired CEOs (Gomez-Mejia et al., 2007; Zellweger and Astrachan, 2008). These emotions arise from the
particularly strong attachment of the family CEO to both the family and the firm (Zellweger et al., 2012)—unlike other CEOs, family
CEOs often perceive their firms as their “babies” (Kammerlander, 2016: 193). In firms held in family hands for generations, identi-
fication with the family business begins in early childhood in family settings, allowing for an emotional bond with the firm to develop
over an extended period of time (Bjornberg and Nicholson, 2012; Kammerlander et al., 2015).> We follow this line of research in
suggesting that, on average, family CEOs are more likely than other CEOs to experience positive emotions such as enthusiasm and
excitement at work. For instance, a female sixth-generation family firm CEO of a protection cover producer shared in a conversation
with us: “Personally, thoughts of the family business fill me with happiness, gratitude, and pride. [...] I am full of enthusiasm and joy to
have such a motivated, appreciative team that is curious about what is to come and feels personally connected to the company. I am
grateful that I have been given the trust of the family to bring [name of family firm] successfully into the future.”

Furthermore, we suggest that family CEOs do not only experience those emotions but that they are also inclined to express their
positive emotions at work (while suppressing potential negative emotions). Specifically, we suggest that the double role of the family
CEO as a business leader and a family member affects not only how the CEO feels about the firm but also how he or she conveys feelings
and interacts with employees. As family CEOs strongly identify with their firms (Berrone et al., 2010), they are encouraged to express
their positive emotions associated with the family firm to stakeholders, such as employees. Prior research confirms that family CEOs’
expression of these emotions in the business context is common among family CEOs (Bjornberg and Nicholson, 2012), in part, because
it reflects positively on their family firms’ image (see Berrone et al., 2010). At the same time, their concern about the business might
prevent them from publicly expressing negative emotions in the workplace.’ Thus, even though responsibility for a business can come
with negative emotions caused by, for instance, conflicts or stress (e.g., Eddleston and Kellermanns, 2007; Huang et al., 2020), family
CEOs may—on average—forego the expression of those emotions in favor of upbeat feelings more than hired CEOs. Providing
anecdotal evidence for this claim, a third-generation furniture trade family CEO told us: “I have many emotions. In particular,
gratefulness. [...] Yes, I show emotions [in the business context]. Showing positive ones is easier than showing negative ones.”

To conclude, we suggest, based on family firm and family science literature, that family CEOs, more than other CEOs, express
positive emotions in their workplace. In the following, we suggest that these emotions then spread through the firm, thereby setting the
firm’s organizational affective tone.

1.2. The organizational affective tone of the family-managed firm

Every business has a distinct organizational affective tone—a set of descriptive emotional norms that concern the consistent
feelings held in common across employees (Knight et al., 2018). Organizational affective tone is akin to group mood, which is a diffuse
feeling state that group members collectively experience (Barsade and Knight, 2015) and that lasts longer than the emotions that give
rise to it. However, in contrast to group mood, organizational affective tone is located at the organizational level and does not require
all organizational members to simultaneously experience certain emotions or moods. Instead, organizational affective tone captures
what employees of a firm deem to be the typical and normal emotional experiences of employees at work. Thus, while there may be

2 In addition, many family CEOs are emotionally invested in the firm’s long-term success (e.g., Gomez-Mejia et al., 2007) and see themselves as
caretakers of the firm until the next generation of the family takes over (Huang et al., 2020). Thus, family CEOs are strongly committed to their
business, identify with it (Berrone et al., 2010), and tend to assign meaning to their jobs that extends beyond time-bound intrinsic or extrinsic
returns and is tied to how the family benefits from their work. Research shows that when people see their work as benefitting their families, they
experience elevated levels of energy at work (Menges et al., 2017).

% As such, family CEOs mirror for their businesses what family science research has found to hold true for families more broadly—in the last
century, families have increasingly encouraged the regulation (i.e., suppression) of negative emotions and the expression of positive emotions
(Sunar, 2002; Vangelisti, 1994), as “culture dictates that families should be filled with positive emotions” (Daly, 2003: 775).
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variability in individual feelings (i.e., employees’ personal moods and emotions) and shared feelings (i.e., group moods and emotions)
in different parts of any organization (Menges and Kilduff, 2015), including family firms (Labaki et al., 2013), employees tend to also
ascribe a global organizational affective tone to their firm (Knight et al., 2018). If a firm’s employees typically feel pleasant emotions,
then the organizational affective tone is positive. If these positive emotions are usually of relatively high intensity, then the firm has a
high-energy positive affective tone (cf. Cole et al., 2012). Specifically, high-energy emotions are ones that come with an activation
tendency and are more invigorating than low-energy emotions, which come with a deactivation tendency (Feldman Barrett and
Russell, 1998). In a firm with a high-energy positive affective tone, employees would report that they perceive such emotions as
excitement and enthusiasm as common in their firm, even if they also at times experience other emotions.

We suggest that firms with family CEOs are more likely to feature a high-energy positive organizational affective tone than firms
with other CEOs because family CEOs are likely to pass on their own high-energy positive emotions* emerging from the nexus of the
family system and the business system (as described above) to employees. This process mainly occurs through emotional con-
tagion—*“a process in which a person or group influences the emotions or behavior of another person or group through the conscious or
unconscious induction of emotion states and behavioral attitudes” (Schoenewolf, 1990: 50). Emotional contagion operates through
multiple pathways (Elfenbein, 2014), including mimicking another’s emotional expression, which elicits the same emotion in the
observer (Barsade, 2002), and processing social information by watching others express their feelings to determine how to feel
(Pescosolido, 2002). Hence, organizational members might be affected by the family CEOs’” emotions through listening to him/her
giving speeches (e.g., in all-staff meetings), watching him/her in interactions with stakeholders such as other employees, customers or
suppliers, or through direct interactions in, either one-on-one or team meetings or workshops. The sixth-generation family CEO
mentioned above, described this process as follows: “Since [ am personally very enthusiastic and I am convinced that positive emotions
are mutually reinforcing, I share them very openly with my team. I would communicate them in the same way if the reason for the
positive emotions is a personal one (such as a wedding). For me, the basis of a family business is also that as an employee you feel
connected to the company and the family. [...] My hope is that in this way I will motivate my team, carry them along, inspire them and
at the same time establish a positive culture.”

In family-managed firms, the spread of the CEOs’ high-energy positive emotions through emotional contagion is likely to be
facilitated by the frequent interactions that these CEOs have with their employees. Families encourage the sharing of positive emotions
through regular interactions (Lawson et al., 2014), which can, for instance, take place during joint meals, joint activities, and con-
versations (Sevon et al., 2014). We suggest that the same is true for family CEOs in their regular encounters with employees. Indeed,
family CEOs are more likely than hired CEOs to seek contact with their employees, especially their direct reports with whom they often
forge stable, long-term relationships (Cennamo et al., 2012). Family CEOs tend to have extensive knowledge about their direct reports
and use that knowledge in interactions with them, thereby creating a basis for trust that is conducive to emotional contagion (Cwir
et al., 2011). For instance, Reinhold Wiirth, family CEO of screw manufacturer Wiirth, emphasized in a media interview that he
personally knew all his employees until the company reached a size of 1000 staff members.® This elevated level of both the frequency
and quality of interaction allows family CEOs to transfer their positive emotions to their direct reports more so than hired CEOs.

Charged with enthusiasm and excitement, the CEO’s direct reports are likely to pass on their emotions to their own subordinates
and, thereby, spread those emotions across employees throughout the business as a whole. This process of exponential emotional
contagion has been compared to a ‘wildfire’ (Saavedra, 2008). While emotional contagion has not yet been demonstrated empirically
at the organizational level in business settings (Barsade et al., 2018), extant research in social psychology shows that high-energy
emotions can spread through collectivities larger than small groups by way of secondary and tertiary emotion sharing (Rimé,
2009). For example, one study finds that the intense emotions 33 students experienced during a visit to a hospital morgue were
thereafter shared with nearly 900 other people (Harber and Cohen, 2005). Similarly, we suggest that the exposure to a family CEO with
high-energy positive emotions is likely to lead to secondary sharing by their direct reports and to tertiary sharing by employees
throughout the firm.

As this process repeats over time, with CEOs frequently expressing positive emotions and direct reports and supervisors passing on

4 We focus on high-energy emotions for conceptual and methodological reasons. Conceptually, in addition to being positive or negative
(‘valence’), emotions differ regarding the level of their energy, that is the physiological arousal or activation they evoke (Smith and Ellsworth,
1985). Enthusiasm, excitement, relaxation, and calm are all positive emotions, for example, but while enthusiasm and excitement are characterized
by states of heightened arousal or activation (high energy), relaxation and calm are characterized by low arousal or deactivation (low energy;
Feldman Barrett and Russell, 1998). Similarly, there are low-energy, negative (e.g., depression) and high-energy, negative (e.g., anger) emotions.
These differences in arousal shape emotional contagion, such that high-energy emotions have a higher likelihood of being passed on from one person
to another, through emotional contagion, than low-energy emotions (Barsade, 2002). Empirical work on emotional contagion in multiple contexts
has confirmed the important distinction of high- and low-energy emotions, and the more contagious effect of the former (e.g., Herhausen et al.,
2019). Given that our interest lies in how family CEOs affect employees’ feelings through emotional contagion, we thus consider it a theoretically
sound starting point to focus on high-energy emotions. Methodologically, we rely on our study participants to report on the emotions that employees
in their firm feel, thus these emotions need to be observable. High-energy emotions attract more attention and manifest in more easily noticeable
expressions than low-energy emotions (Dael et al., 2012), thus our participants are likely to report perceptions of high-energy emotions with a
relatively reasonable degree of accuracy. It is important to note, however, that our focus on high-energy emotions does not preclude the possibility
that CEOs may also show low-energy emotions and that such emotions may also be prevalent in firms with and without family CEOs.

5 https://www.porsche-consulting.com/de/medien/porsche-consulting-das-magazin/?tx_xxmultimedia_pil%5Baction%5D=download&tx_
xxmultimedia_pil%5Bcontroller%5D=Multimedia&tx_xxmultimedia_pil%5Bfile%5D=178&cHash=6ce67bfccf028ab764393e0231a8ddff&_
=160218.
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those emotions to others in the business, we suggest the perception emerges among employees that positive emotions prevail in their
business. From the perspective of multilevel organization theory (Morgeson and Hofmann, 1999), emotional contagion can thus
facilitate the affective tone of an organization through cycles of interactions among organizational members (Hareli and Rafaeli,
2008).

These emotional contagion processes are likely to be more salient in firms with family CEOs than in firms led by other CEOs. Not
only do family CEOs, more than other CEOs, experience positive emotions towards their firm and display them within the firm in
frequent and ‘family-like’ interactions, but extant research also shows that individuals are more contagious to the extent that the
individual expressing emotions holds power (Dasborough et al., 2009), addresses an in-group that identifies with him or her (Cardon,
2008), and is perceived as authentic and trustworthy (Grandey et al., 2005). Because of their hereditary claim to power, family CEOs
are considered to be more powerful than their professionally appointed counterparts who can be more easily removed from the CEO
position (Carney, 2005). Thus, family CEOs should hold greater sway over the emotions their employees feel (Sy et al., 2005). In
addition, employees tend to share a stronger sense of identification with the family CEO than employees in other firms (Berrone et al.,
2012). Therefore, they are more susceptible to the CEO’s emotional contagion. Finally, family CEOs are often seen as more trustworthy
(Eddleston et al., 2010) and authentic (Beck et al., 2020) than other CEOs because of lower agency conflicts. Consequently, employees
are likely to more readily take up their emotions. In sum, family CEOs should, on average, be more emotionally contagious than other
CEOs and set a more positive organizational affective tone for their firms by passing on their enthusiasm and excitement to employees.

H1. Firms with a family CEO have a more positive organizational affective tone than other firms.

1.3. Structural factors affecting the family CEO’s emotional contagion

Although we advance the idea that family CEOs pass on their emotions to employees through emotional contagion to create and
maintain the positive organizational affective tone that distinguishes family-managed firms, we also suggest that this process is
constrained or facilitated by certain aspects of organizational structure, specifically the size of the firm and the degree to which it is
centralized and formalized (Puranam et al., 2014). We deem these structural factors important as boundary conditions for the effect of
a family CEO on organizational affective tone, because they are likely to directly shape the extent and direction of emotion spreading in
firms. By considering emotional contagion in the context of organizational structure, we address one of the key concerns of scholars
that have been skeptical about whether emotional contagion, as a process that relies on social interaction, can scale up to explain
phenomena at the organizational level (Elfenbein, 2014; Menges and Kilduff, 2015) and identify firm size, centralization, and
formalization as three essential structural factors upon which it is contingent whether a family CEO’s emotions ripple through their
firm.

First, we suggest that organizational size (i.e., the number of employees working in a company) influences the effect of the family
CEO on positive organizational affective tone. Specifically, we argue that the larger the organization, the weaker the positive rela-
tionship between the family CEO and the positive affective tone of the firm because the emotional contagion process, which relies on
social interaction, is slow, fleeting, and easily interrupted (Menges and Kilduff, 2015). With increasing size, the frequency and intensity
of interactions between a family CEO and employees decrease as does the family CEO’s ability to provide individual consideration for
employees (Jung et al., 2003). The larger a firm gets, the more anonymous it becomes, the less employees know each other (especially
the family CEO), and the fewer are the interactions between the individual employees and the family CEO. As emotional contagion
requires interactions between the CEO and employees as well as the further sharing of those emotions among employees, the relative
influence of the family CEO is thus likely to decrease as the number of employees increases (Vijayalakshmi and Bhattacharyya, 2012),
implying that the emotion effect of the family CEO might decrease to the point that it is indistinguishable from the effect that a hired
CEO would have. In line with general research arguing that a leader’s effect on an organization decreases with increasing organiza-
tional size (Koene et al., 2002), we expect that in smaller firms, family CEOs have a relatively stronger effect on positive organizational
affective tone than in larger firms.

H2. Increasing organizational size weakens the positive relationship between the presence of a family CEO and positive organiza-
tional affective tone.

Next, we suggest that centralization strengthens the effect of the family CEO on positive organizational affective tone. General
management research often views centralization—the degree to which authority and decision-making is concentrated (Hage and
Aiken, 1967)—as problematic (e.g., Bunderson et al., 2016), restricting creativity and innovation (Jansen et al., 2006) and decreasing
responsiveness to the market (Schminke et al., 2000). However, research on family-managed firms has adopted a different, somewhat
more optimistic perspective on organizational designs that centralize decision-making. In this stream of research, the family CEO as the
leading figure is believed to benefit from centralization (Kelly et al., 2000), because “centralization decreases transaction and infor-
mational costs (Chrisman et al., 2004), promotes more efficient decision-making (Tagiuri and Davis, 1996), and also permits families
to keep their best interests at heart in their business” (Martin et al., 2016: 757). Similarly, we suggest that centralization can facilitate
the spread of the family CEO’s emotions.

First, centralization fosters vertical as compared to horizontal communication patterns (Tushman, 1979), thereby providing plenty
opportunities for family CEOs to transmit their emotions. Although emotional contagion is a bidirectional process (Tee, 2015), the
power dynamics in centralized firms are likely to work in favor of the emotions radiating out from the family CEO as the central figure
to employees throughout the firm (rather than vice versa; cf. Wrébel and Imbir, 2019). Consequently, in family-managed firms,
emotional contagion from the CEO to the employees should prevail in setting the affective tone if centralization is high. In line with this
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suggestion, family science research has shown a “hierarchy of emotional influence in families” (Larson and Almeida, 1999: 13), which
also applies to business families especially when decision-making power is concentrated in the hands of the senior generation
(Kammerlander et al., 2015). Similar to patriarchs, who often maintain their dominance through centralization and are influential
senders of emotions in their families (Bolger et al., 1989), we suggest that family CEOs have a stronger effect on the organizational
affective tone in highly centralized (vs. decentralized) structures.

Given the idiosyncratic role of the family CEO as the nurturer or caretaker of the family firm (Miller et al., 2011), employees may
perceive the centralization of decision-making power as a signal of the family CEO caring for the firm and its employees and thus, as a
legitimate expression of his or her power position (Carney, 2005). Research shows that family CEOs experience considerable re-
sponsibility for their employees (e.g., Cennamo et al., 2012), just as parents do with respect to their offspring. As employees place their
trust in the family CEO, they will be more likely to attend to the feelings expressed by the family CEO in a centralized setting, a process
that entails emotional contagion, as evidence suggests from studies of how leaders influence their followers’ emotions (Pescosolido,
2002) and of how parents influence their children’s emotions (Daly, 2003).

In decentralized firms, however, employees’ attention might be less focused on the CEO and the CEO’s emotions may thus be less
important for how employees feel. When employees can take their own decisions in their respective business units, they may
communicate more horizontally than vertically and also seek out fewer opportunities to interact with the CEO and his or her direct
reports (Tushman, 1979), thus decreasing the frequency and intensity of exposure to the emotions that the CEO passes on to others in
the business. This reduces possibilities for emotional contagion and renders the emotion effect of family CEOs more similar to that of
hired CEOs. Thus, we expect the family CEO to have a relatively stronger effect on positive organizational affective tone in centralized
firms than in decentralized firms.

H3. Centralization strengthens the positive relationship between the presence of a family CEO and positive organizational affective
tone.

Finally, we suggest that formalization weakens the effect of family CEOs on positive organizational affective tone. Formalization
reflects the degree to which rules, procedures, instructions, and communications are formalized or written down (Jansen et al., 2006)
and serves to ensure order, reduce ambiguity, and improve predictability (Hage and Aiken, 1967). As such, it forms a counterpoint to
the impulsivity that is often associated with emotions. Indeed, formalization, in the ideal bureaucracy, would neutralize any effect of
emotion in an effort not to let emotions interfere with the efficiency of the firm (Weber, 1978). Against this backdrop, we argue that
formalization is likely to stifle the emotional contagion effect of the family CEO. In firms with plenty of rules, fixed procedures, and
written communication, likely the CEO, as well as direct reports and supervisors throughout the business, are constrained in the degree
to which they can show and transmit their naturally occurring emotions to employees. Instead, with increasing formalization,
meetings, decisions, and communication become more regulated, less spontaneous, and less affected by emotion. Thus, in highly
formalized firms, the contagion effect of the family CEO’s emotion is restricted, as interactions in general and meetings in particular
are similar to those in firms with hired CEOs.

In less formalized firms, verbal and personal communication often replaces written communication and is less likely to follow
precise rules, standards, or scripts. Instead, there is leeway for variation in interactions among organizational members (Desanctis and
Monge, 1999). We argue that these characteristics allow organizational members to better display and transfer their emotions and,
consequently, strengthen the effect of family CEOs’ emotional contagion in their firms. Research shows that oral communication is
more appropriate to convey emotions than written communication (Russ et al., 1990) and that the effects of emotional contagion are
stronger when people meet in-person (Elfenbein, 2014). Moreover, spontaneous meetings and the lack of precise agendas and minutes
in non-formalized entities allow meeting participants to deviate from rational, fact-focused agenda points to address more emotional
side topics, further fostering emotional contagion. Hence, in firms with low levels of formalization emotions might spread effectively,
just as in families where processes and routines are implicit and non-formalized (Keyes and Burns, 2002). In sum, we expect the family
CEO to have a relatively weaker effect on positive organizational affective tone in highly formalized firms than in not so formalized
firms.

H4. Formalization weakens the positive relationship between the presence of a family CEO and positive organizational affective tone.

1.4. Indirect effects of family CEOs on the firm’s voluntary employee turnover rate

If, as a result of the CEO’s influence, employees collectively feel better at work, they should also be less likely to leave their jobs.
Thus, we expect a family CEO to be associated with positive organizational affective tone (depending on the above discussed structural
contingency factors), and we expect positive organizational affective tone to mediate the relationship between a family CEO and
voluntary turnover rate (“moderated mediation relationship™). Voluntary turnover rate refers to the number of employees who leave a
business out of their own will, relative to the total number of employees. It excludes involuntary turnover, which refers to cases in
which the employer—not the employee—terminates an employment contract (Dess and Shaw, 2001). When the voluntary turnover
rate is high, it is not just problematic for businesses because of entailing replacement costs and productivity losses, but also because a
higher voluntary turnover rate reflects a collective tendency of employees to quit (Porter and Rigby, 2021). As voluntary employee
turnover tends to stimulate more such turnover (Hausknecht, 2017), businesses suffering from high voluntary employee turnover rates
risk suffering an exodus of their human capital.

Theories addressing collective turnover (Hausknecht and Holwerda, 2013; Nyberg and Ployhart, 2013) highlight the context de-
pendency of the phenomenon. For instance, context-emergent turnover theory (Nyberg and Ployhart, 2013) suggests that collective
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turnover is shaped, in part, by the climate that pervades a business. Although the theory does not speak to affective aspects of climate,
it provides a foundation for our suggestion that organizational affective tone—as a collective construct—is likely associated with the
organization’s voluntary employee turnover rate. Specifically, we suggest that the more positive an organization’s affective tone is, the
lower is its voluntary employee turnover rate.

We derive this suggestion from decades of research that highlight an interconnection between how people feel and their likelihood
of quitting their job (Hom et al., 2017). Employees view emotions as a key indicator when assessing whether they are in the right
job—if emotions are positive, employees infer that their job fits their needs and, thus, make an effort to stay with their current
employer. In contrast, employees view negative emotions as an indication that they need to change jobs (Weiss and Cropanzano,
1996). Similarly, we suggest that employees observe the consistent feelings held in common across organizational members as an
indicator of how attractive their employer and their work environment is. If employees consistently perceive highly positive emotions
around them, then they are likely to conclude that they must be in a good place—one that they do not want to leave. If, in contrast, a
workplace lacks positive emotions, then the absence of such feelings might make employees wonder if there are better places, likely
leading some to leave. Thus, we suggest that a family CEO induced positive organizational affective tone relates to a low voluntary
employee turnover rate (mediation relationship). Based on the arguments put forth for H2-H4, the overall indirect effect will depend,
as per above, on contextual factors.

H5a. There is an indirect negative relationship between the presence of a family CEO and the voluntary employee turnover rate
mediated through positive organizational affective tone (mediation relationship).

H5b. The mediation relationship described in H5a is moderated by a) organizational size, b) centralization, and c) formalization.
2. Method
2.1. Data collection and sample

To test our hypotheses, as summarized in the conceptual model in Fig. 1, we collected multilevel and multisource data on privately-
owned firms located in Germany. Given the complexity of the data-collection process and the sensitivity of data collected from multiple
respondents per firm, we cooperated with a benchmarking agency that had access to firms with 20 to 5000 employees. The agency
contacted a total of 716 firms between 2009 and 2014. Of those firms, 497 agreed to participate and provided complete data.®

We used standardized procedures to collect data from various sources in each participating firm. First, we identified a key
informant (N = 497) from each firm’s HR department who provided fact-based, objective information about the CEO, organizational
size, the voluntary employee turnover rate, and additional firm-level data (e.g., firm age and industry) through an online survey.
Second, the key informant received an e-mail with a hyperlink to a survey website for distribution to all the firm’s employees. Each
responding employee was randomly assigned to different online surveys. One survey included questions about the firm’s positive
organizational affective tone and another survey focused on firm centralization and formalization (N = 41,200; 45% women; mean
age = 38.69 years; mean tenure = 8.91 years). A third survey captured the leadership style of the direct supervisor as a control
variable. From this sub-sample, we only used responses from the CEO’s direct reports to assess CEO leadership style (N = 2246; 40%
women; mean age = 39.35 years; mean tenure = 8.22 years). A split-sample design with three subsamples was suitable given our aim of
examining organizational-level relationships. This design also had the advantage of avoiding common source biases, as each focal
construct was assessed from a different source. Overall, the within-firm response rate was 67% (SD = 23%, ranging from 12% to
100%). As further data source, we collected information on family ownership and management from three public databases (i.e.,
Amadeus, Hoppenstedt, and WISO) and through a manual search of the firms’ websites, job advertisements, and press articles.

2.2. Measures

Family CEO. We used several sources to determine whether a firm was led by a family CEO. First, in line with prior research (e.g.,
Neubaum et al., 2012), we applied the “self-identification” method by asking the key informant whether the CEO was a member of the
owning or controlling family. We used a dummy variable to differentiate between firms with a family CEO (coded “1™") and a hired CEO
(“0”). Second, we manually searched public databases (i.e., Amadeus, Hoppenstedt, and WISO) for information on whether each firm’s
CEO was a family member. The two sources correlated highly (r = 0.83, p < .01). Third, we manually searched the firms’ websites, job
advertisements, and press articles for information on whether they were led by a family CEO. Again, the information was highly
correlated to the survey responses (r = 0.98 p < .01). Given the validity of the self-identification measure, we used the dummy variable
across our analyses.”

Positive organizational affective tone. We followed common double-blind, back-translation procedures to translate English
measures into German. We measured positive organizational affective tone with the questionnaire developed by Knight et al. (2018).
We assessed the consistent feelings held in common across organizational members by asking employees to report how ‘employees in

% We took multiple measures to ensure a satisfactory response rate. We drafted and thoroughly pretested our cover note to ensure that it met firms’
needs. The agency identified key contacts in the firms that were both willing to participate and empowered to make the decision to participate. We
sent several follow-up letters. Lastly, we promised and delivered an extensive benchmarking report to all participating firms.

7 The use of either of the two other measures does not meaningfully change the results.
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Fig. 1. Conceptual Model Solid lines indicate the main conceptual model, which is tested with the full data set. Dotted lines illustrate the emotional
contagion mechanism, which is tested with a subset of the data. Please note that the number of direct reports varied by company as did the number
of employees. The three boxes for direct reports and the five boxes for employees are used for illustration only in order to show the emotional
contagion process.

this firm feel’ using a referent-shift composition model in order to align our measurement with the conceptual level of analysis. Re-
sponses were given on a five-point scale (1 = never; 5 = extremely often/always, a = 0.91). A total of 20,480 employees answered to
these items. We found support for aggregating this variable to the organizational level (ICC; = 0.15, ICCz = 0.88) in line with our
conceptual level of analysis.

Voluntary employee turnover rate. We collected objective information on employee turnover from archival data provided by the
key informants. Similar to previous research (e.g., Waldman et al., 2015), we focused on voluntary, avoidable turnover and excluded
involuntary turnover (e.g., dismissals and retirement). We measured the number of employees who voluntarily left the firm during the
year of data collection divided by the total number of employees and log-transformed this measure because of non-normality (Sha-
piro-Wilk Test = 0.78, p < .01).

Organizational size. We measured organizational size as the log of the total number of employees working for the firm, as indicated
by the key informant.

Centralization and formalization. We assessed centralization and formalization with a widely-used measure of organizational
structure and design (Jansen et al., 2006). A total of 20,720 employees answered these items on a seven-point scale from 1 = strongly
disagree to 7 = strongly agree (a = 0.92 for centralization; @ = 0.66 for formalization). For the purpose of our organizational-level
analyses, we operationalized centralization (ICC; = 0.17, ICC; = 0.89) and formalization (ICC; = 0.23, ICCy = 0.93) as the
firm-level average of individual responses.

2.3. Control variables

Firm-related controls. Moreover, we controlled for (1) family ownership because it is associated with lower financial investments in
employees (Neckebrouck et al., 2018), which could decrease positive organizational affective tone and increase voluntary turnover,
(2) firm age because professionalization over time may decrease voluntary turnover, (3) past performance because it may increase
organizational affective tone (Knight et al., 2018) and decrease voluntary turnover (Hancock et al., 2017), (4) high-performance work
systems (HPWS) because such practices increase pressure and may thus influence firm outcomes, (5) top management team (TMT) size
because a larger TMT might reduce the CEO’s influence on firm outcomes (Hambrick, 2007), and (6) family TMT members other than
the CEO which might exert an influence on the outcomes similar to the influence of the family CEO. Family ownership was measured as
the percentage of ownership held by the family (from 0 to 100%) based on information collected from public databases and manual
web searches. Firm age was measured in years, as reported by the key informant. Firm past performance was assessed by the key
informant with a single item (‘Overall, how well did your company perform in the last year?’; 1 = very poor; 5 = very well). We assessed
HPWS using an 18-item measure by Datta et al., (2005; a = 0.79; replies from key informants). We measured TMT size as the number of
TMT members as reported by the key informant and family TMT members other than the CEO based on information gathered from
public databases.

CEO-related controls. We controlled for (7) CEO gender, (8) CEO age, (9) CEO education, and (10) CEO job tenure because de-
mographic characteristics of the CEO may influence attitudes and behaviors of all employees in a firm (Hambrick, 2007) as well as for
(10) transformational leadership and (11) contingent reward leadership because these behaviors may affect how employees collectively
feel and behave. The key informant provided data concerning CEO gender (female = “0”), age (in years), education (“1” = no formal
education, “2” = secondary school, “3” = junior high school, “4” = high school, “5” = college degree, “6” = university degree), and job
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tenure (number of years the CEO had held his or her position in the firm).® Furthermore, we controlled for transformational leadership
and for contingent reward leadership with items from the leadership behavior inventory (Podsakoff et al., 1990) to ask the CEO’s direct
reports to rate how frequently, on a five-point frequency scale (1 = never; 5 = extremely often/always), the CEO exhibited trans-
formational leadership behaviors (x = 0.87) and contingent reward behaviors (a = 0.89). Using a direct consensus model, we
aggregated the answers to the firm level (transformational leadership: ICC; = 0.18; ICC, = 0.51; contingent reward behavior: ICC; =
0.18; ICCy = 0.49).

Sampling-related control. We included the response rate within each firm as a control variable to account for a potential sampling
bias (e.g., more satisfied employees might be more likely to reply).’ Table 1 presents the descriptive statistics and correlations for all
study variables.

2.4. Testing the emotional contagion process

Our theorizing regarding the family CEO’s emotional contagion relies on interactions where the CEO passes on high-energy positive
emotions such as enthusiasm to direct reports, who in turn pass on those emotions to their supervised employees through secondary
and tertiary sharing. We explicitly tested the emotional contagion mechanism suggested in our theory using a subset of 84 firms. For
these firms, we collected data on the CEO’s influence on their subordinates’ enthusiasm for a sample of 1658 direct reports as well as
the influence of these direct reports on their own subordinates’ enthusiasm for a sample of 13,029 employees. The direct reports and
the employees answered a similar question regarding the influence of the CEO or their direct supervisors, respectively, which we
adapted from Parker et al. (2013): ‘How does dealing with the CEO/your direct supervisor usually affect your level of enthusiasm?’
Direct reports and employees answered on a scale from 1 to 5 (1 = very negatively; 3 = neutral; 5 = very positively). We then aggregated
these answers at the organizational level to form variables for CEO emotional contagion (ICC; = 0.16; ICCy = 0.79) and supervisor
emotional contagion (ICC; = 0.06; ICC, = 0.91).

We ran a serial mediation analysis to examine whether family CEOs imbue their firms with a high-energy positive organizational
affective tone through their own emotional contagion and, in turn, the emotional contagion of supervisors throughout the firm, as
suggested by the dotted lines depicted in Table 2. The results indicate that the presence of a family CEO has a positive effect on the
enthusiasm of direct reports (y = 0.39, p < .01), which in turn has a positive effect on the enthusiasm of employees (y = 0.58, p < .01).
Both the enthusiasm of direct reports (y = 0.28, p < .01) and employees (y = 0.54, p < .01) have a significant effect on positive
organizational affective tone. The indirect effect of a family CEO on positive organizational affective tone is positive and significant (y
=0.31, p < .01, 95% CI = 0.14, 0.46) while the direct effect is no longer significant (y = 0.08, ns). These results provide empirical
support for our theorizing of a contagion effect of positive emotions throughout the organization.

2.5. Addressing family CEO selection bias

Although we mitigate concerns about common source bias by using different data sources and about omitted variables by using a
wide range of control variables and fixed effects, the research design may still raise an endogeneity concern because firms strategically
choose to appoint a family CEO or a hired CEO (Stewart and Hitt, 2012). We addressed this concern using a dummy endogenous
variable model, also known as a treatment effects model, which is a special case of the Heckman selection model (cf. Herhausen et al.,
2020). The treatment effect model includes the potentially endogenous dummy variable (i.e., appointing a family CEO or not) as an
independent regressor and is thus distinct from the sample selection model, which estimates the regression on a subsample of ob-
servations. The challenge here is that we cannot observe all of the information that firms use in their decision of appointing a family
CEO. For any given firm in our sample, we observe the outcome of this choice but not the outcomes of the unmade choice. This missing
information may result in a selection bias due to observables, such that we would fail to control for differences that can be observed (e.
g., family ownership, firm size), or due to unobservables because of the failure to account for differences that are unobserved.

Thus, in the first stage, we establish a self-selection model to appoint a family CEO. z-¢E0 captures exogenous variables that in-
fluence this firm choice. Therefore, we include all firm and CEO related variables from the main model, year effects, and industry

effects in zf-¢E0 to predict the firm’s decision to appoint a family CEO. Specifically, the first stage model is:

F,CEO:( — ZIF_CEO/‘LF,CE(J + ],II("_CEO (1)

where F_CEO; denotes a latent measure with an observed binary response indicator F_.CEO; = I {F_CEO] > 0}, 2f-“E captures the

variables that influence firm choice, 47~ is the unknown parameter vector, and 7~ is a random error. We report the results of this

selection model in Table 3, Model 1. The model fits well to the data: it predicts 88% of firm decisions correctly and has a Pseudo R-
square of 0.73.

To identify second-stage parameters, in line with the exclusion restrictions, we include one exogenous variable as an instrument in
the first stage that is not included in the second stage. For us, this exogenous variable should influence the probability of having a

8 We also collected data on CEO organizational tenure (number of years the CEO had been in the firm across all jobs). Use of this variable instead
of CEO job tenure does not meaningfully change the results.

 We found no significant difference in employee response rates between firms with a family CEO (68%) and other firms (66%, F = 0.61, p = .43),
indicating no systematic bias due to missing employee responses between the two groups.
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Table 1
Descriptive statistics.
Variables 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19
1. Family CEO
2. Pos. Org. Affective Tone .24
3. Vol. Emp. Turnover Rate -.06 -.22
4. Organizational Size -.25 -39 .10
5. Centralization -12 -.38 .06 .27
6. Formalization -.09 -13 .05 .19 22
7. Response Rate .03 .25 -.09 -.66 -.26 -.14
8. Past Performance .14 .25 -.09 -.09 -.18 -.05 .01
9. Family Ownership .54 .06 .02 -.10 -.07 -.01 -.03 .08
10. Family TMT Member -.24 .01 .04 -.04 -.01 .02 -.06 .00 .16
11. Firm Age -.20 =31 -.10 .32 .15 .17 -22 -.07 -.08 -.05
12. HPWS .09 31 .08 -13 -27 .04 12 .24 -.06 -.04 -15
13. TMT Size -.08 -17 -.02 .28 11 .02 -17 -.02 -.05 -.05 15 .03
14. CEO Age =21 -.14 -.14 .16 -.03 .06 -.06 .07 -.02 .02 .26 -.07 12
15. CEO Gender -.02 .04 -.04 .05 -.01 -.02 -.04 .09 -.08 -10 .10 -.07 .05 .07
16. CEO Education -11 -.08 .04 .10 .00 -.01 -.01 -.04 -13 .05 .02 .02 .00 -.01 .02
17. CEO Tenure .37 .00 -.03 -.07 -.04 -.02 -.08 .06 .23 -.02 17 -.06 .00 12 .02 -12
18. CEO TFL .16 .46 -.08 -.24 -.22 -.04 11 .20 .09 -.01 -14 .27 -10 -.04 .01 -.01 -.01
19. CEO CRL .06 .35 .00 -.19 -13 -.01 .09 .10 -.03 -.06 -.07 .27 -11 -.01 -.03 .02 -.07 72
Mean .54 3.35 1.63 5.19 3.46 4.32 .67 5.83 .60 .05 43.68 61.55 4.32 47.61 .88 4.85 13.79 3.76 3.68
SD .50 .40 .90 1.29 .82 .65 .23 91 47 .21 42.80 15.81 2.07 5.77 .26 1.03 8.93 .45 .65

Notes: N = 497 firms. |r| > 0.09 is significant at p < .05 and |r| > 0.12 is significant at p < .01. Significance is based on two-tailed tests.
TMT = Top-Management Team, HPWS = High Performance Work Systems, TFL = Transformational Leadership, CRL = Contingent Reward Leadership. Organizational size is log transformed.
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Table 2
Emotional contagion effect.

Panel A: Correlation Matrix

1 2 3 4
1. Family CEO
2. Enthusiasm after Interacting with CEO 39
3. Enthusiasm after Interacting with Direct Supervisor 37%* 64%*
X Positive Organizational Affective Tone .39%% 66 75%*

Mean .45 3.81 3.63 3.30
SD .50 .52 .31 41
Panel B: Results with Control Variables

Enthusiasm after Interacting Enthusiasm after Interacting with Direct Positive Organizational Affective

with CEO Supervisor Tone
Main Effects
Family CEO .39%* .14 .08
Enthusiasm after Interacting with CEO .58%* .28
Enthusiasm after Interacting with Direct 54

Supervisor
R? 15 42 .63
Panel C: Emotion Contagion
Direct Effect = .08 Positive
T O T e »  Organizational
- Affective Tone
14
394w S
- Enthusiasm after | ] Enthusiasm after
Interacting with Interacting with
the CEO ggEk Direct Supervisor
p—]

Direct Reports

Employees

Indirect Effect = 0.31** (95% CI =.14, .46)

**p < .01, *p < .05. Significance is based on two-tailed tests. N = 84 firms.

**p < .01, *p < .05. Significance is based on two-tailed tests. Standardized path coefficients. N = 84 CEOs, 1658 direct reports of the CEO, and 13,029
other employees. All variables have been aggregated to the organizational level. We use all significant controls from the main analysis.

**p < .01, *p < .05. Significance is based on two-tailed tests. Standardized path coefficients. The three and five boxes, respectively, are used for
illustration only.

family CEO but should not impact the dependent variables. As exogenous variable, we thus picked a dummy variable indicating
whether a firm is part of a holding company (reported by the key informant) because firms with parent companies are less likely to
have a family CEO (Mullins and Schoar, 2016). However, being part of a holding company should not influence positive organizational
affective tone or the voluntary employee turnover rate (other than through the influence of a family CEO).

As expected, firms that are part of a holding company are less likely to appoint a family CEO (B = —1.69, Odds Ratio = 0.18, p <
.01). The corresponding F-statistic is 21.73, which is well above the threshold for a “strong” instrument (Stock et al., 2002). Thus, we
can be confident that including the IMR improves our estimations of the hypothesized model. In the second step, we use the estimates

of Af-CEO and 2f-CEO)F-CEO o compute an inverse Mills ratio (IMR) as the bias correction term for each firm:
17 (Z{’_CEOAF,CEO )
@ (¢f-CEO4F-CE0) if F.CEO =1,
IMR; = ' .
y @ (ZiF‘CEO AF,CEO) .
1 — @/ -CFo F=CE0) if F.CEO =0,

where @ is the probability density and ¢ is the cumulative distribution of the standard normal distribution. We include the IMR
correction term in Model 2 and Model 3 in Table 3. Non-significant results for the correction term suggest a low degree of possible
endogeneity.

11
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Table 3
Results.

Variables Model 1: Model 2: Model 3:

Selection Model Main Effects Full Model

Appointing a Positive Organizational Voluntary Employee Positive Organizational Voluntary Employee

Family CEO Affective Tone Turnover Rate Affective Tone Turnover Rate

B F-Value y SE Y SE ¥ SE y SE
Family Ownership 3.43%* 81.41 -.07 .05 A1+ .06 -.07 .04 A1+ .06
Firm Age . 11.65 -.07 .04 -13* .05 -.08 .04 -12* .05
HPWS 1.05 .07 .04 145+ .05 .07 .04 145 .05
Past Performance .33 3.23 .08* .04 -.03 .04 .08* .04 -.03 .04
TMT Size -.01 .01 -.03 .04 -.05 .04 -.02 .04 -.06 .04
Response Rate —2.82%* 753 .04 .05 -.02 .06 .01 .05 -.01 .06
CEO TFL .52 1.19 247 .05 -.06 .06 \23%% .05 -.05 .06
CEO CRL -13 .15 .06 .05 11 .06 .09 .05 .08 .06
CEO Age - 12%%* 13.19 -.03 .04 -15%% .05 -.03 .04 -15*%* .05
CEO Gender -15 .03 .09* .03 .04 .04 .08* .03 .04 .04
CEO Education .04 .04 -.07* .03 .01 .04 -.07* .03 .01 .04
CEO Tenure A1 25.75 -.03 .04 .04 .05 -.02 .04 .03 .05
Family TMT Members 23.86 .00 .09* .04 -.02 .05 .08* .04 -.01 .05
Part of a Holding (Instrument) —1.69%* 21.73 — - - - - - - —
Firm Size -.57%* 9.24 -11* .05 .05 .06 -12* .05 .06 .06
Centralization -.04 .02 -.24%* .04 .00 .05 -.25%* .04 .02 .06
Formalization -.23 .75 -.01 .04 .04 .04 .00 .04 .02 .05
Family CEO 15%* .05 -12 .06 15%* .05 -12 .06
Family CEO x Firm Size -11%% .04 .05 .05
Family CEO x Centralization .08* .04 -.07 .05
Family CEO x Formalization -.08* .04 .08 .04
Pos. Org. Affective Tone -.34%* .06 -.32%* .06
Inverse Mill Ratio -.04 .04 .07 .05 -.01 .04 .06 .05
Year fixed effects Yes Yes Yes Yes Yes
Industry fixed effects Yes Yes Yes Yes Yes
R? 73 .46 .19 .48 .20

Notes: N = 497 firms. **p < .01, *p < .05. Significance is based on two-tailed tests. Standardized path coefficients. HPWS = High Performance Work
Systems. TFL = Transformational Leadership. CRL = Contingent Reward Leadership. The maximum Variance Inflation Factor (VIF) is 2.51 and thus
well below the commonly accepted thresholds for multicollinearity concerns.

2.6. Hypothesis testing

We estimated our model using a full maximum likelihood estimator and report standardized coefficients. To limit the potential bias
caused by omitted variables, we included the year of the firm’s participation in our study and the firm’s industry affiliation (dummy
coded: service, production, retail, and finance) as fixed effects in our models.

The results of the direct effects in our moderated-mediation model are summarized in Table 3. Do firms with a family CEO have a
more positive organizational affective tone than firms with a hired professional CEO? The results in Model 2 indicate that having a
family CEO (as opposed to a hired CEO) is positively and significantly related to a firm’s positive organizational affective tone (y =
0.15, p < .01), which supports Hypothesis 1. 1° !

Is this relationship contingent on organizational size, centralization, or formalization? Hypothesis 2 suggests that the relationship
weakens with increasing organizational size. In support of this hypothesis, Model 3 shows a negative and significant interaction effect
between having a family CEO and organizational size on positive organizational affective tone (y = —0.11, p < .01). To scrutinize this
interaction effect (and the other interaction effects), we ran additional analyses utilizing the Johnson-Neyman technique (i.e.
‘floodlight analysis’) to visualize the conditional effects of having a family CEO on positive organizational affective tone and depict the
results in Fig. 2A. Hypothesis 3 proposes that centralization strengthens the relationship between having a family CEO and positive
organizational affective tone. In Model 3, in line with our prediction, we find a positive and significant interaction effect between

10 To check whether a similar effect could be observed for firm-internal versus firm-external CEOs, we split the sample of hired professional CEOs
into those who worked for the firm before being promoted to the CEO position and those who came from outside. We had 51 external professional
CEOs and 179 internal professional CEOs in our dataset. Firms with external CEOs tend to have lower positive organizational affective tone than
firms with internal CEOs. However, this difference is not significant (p > .17). We also checked whether firms with a family CEO have higher levels
of positive organizational affective tone than firms with internal professional CEOs. This is indeed the case (p < .01).

11 Additionally, we ran an empirical post-hoc test on negative organizational affective tone, thereby capturing potentially available negative
emotions for a subset of 322 firms based on scale developed by Knight et al. (2018). Model free evidence with a simple ANOVA shows that negative
organizational affective tone does not significantly differ between firms with and without a family CEO (Meangamily ceo = 2.36, Meanyon_Family CEO
= 2.39, p = .56), while positive organizational affective tone differs between firms with and without a family CEO (Meangamiyy cco = 3.47,
MeanNon,Family,CEO =3.27, p< .01).
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Panel A. Family CEO x Organizational Size on Positive Organizational Affective Tone
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Fig. 2. Conditional effects of having a family CEO on positive organizational affective tone.

having a family CEO and centralization on positive organizational affective tone (y = 0.08, p < .05; Fig. 2B). Hypothesis 4 suggests that
the relationship between having a family CEO and positive affective tone should weaken as the firm’s formalization increases. The
negative and significant interaction effect between having a family CEO and formalization on positive organizational affective tone (y
= —.08, p < .05) in Model 3 supports this hypothesis (see Fig. 2C).'?

Next, we turn to the indirect effect. Is the positive organizational affective tone induced by the CEO positively related to whether
employees are more or less likely to voluntarily quit their jobs? Hypothesis 5a/b suggests that the indirect relationship between having
a family CEO and the voluntary employee turnover rate through positive organizational affective tone is negative. We used the Monte
Carlo method with 5000 draws to compute confidence intervals for the indirect effects. We find that having a family CEO is negatively
related to voluntary turnover through positive organizational affective tone (family CEO — positive organizational affective tone =
0.15, positive organizational affective tone — voluntary turnover = —0.32, Yindirect = —0.05, p < .01, 95% CI = —0.09, —0.02). This

12 We found no significant higher-order interaction effects in three-way and four-way interactions.
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indirect effect is qualified by organizational size, centralization, and formalization. More specifically and considering the simple slopes
at +1Sd and -1SD, having a family CEO reduces voluntary turnover via positive organizational affective tone in small firms (Yyindirect =
—0.09, p < .01, 95% CI = —0.15, —0.04) but not in large firms (Yindirect = 0.00, ns, 95% CI = —0.05, 0.04). A family CEO also reduces
voluntary turnover via positive organizational affective tone in firms with high centralization (yingirect = —0.07, p < .01, 95% CI =
—0.11, —0.03) but not in firms with low centralization (Yindirect = —0.03, ns, 95% CI = —0.06, 0.01). The same is true for firms with low
formalization (Yindirect = —0.06, p < .01, 95% CI = —0.11, —0.02) but not in highly formalized firms (yindirect = —0.03, ns, 95% CI =
—0.07, 0.01).

2.7. Supplementary analyses on family CEOs and cohesion among employees

One potential alternative explanation for the positive relationship between family CEOs and positive organizational affective tone
may be that family CEOs may stimulate cohesion among employees, which results in a higher level of employee enthusiasm and a more
positive organizational affective tone. In order to test this alternative explanation, we also consider the strength (instead of level) of
positive organizational affective tone, an established measure of cohesion and consensus among followers (Luria, 2008). Following a
dispersion model, we operationalize the strength of positive organizational affective tone as the standard deviation of the organization
members’ positive organizational affective tone, such that higher values indicate lower cohesion.

Model free evidence with a simple ANOVA shows that while, in line with Hypothesis 1, the level of positive organizational affective
tone differs between firms with and without family CEOs (Meangamily ceo = 3.44, Meanyon_amily.ceo = 3.247 p < .01), the measure of
cohesion (i.e., strength) does not significantly differ between firms with and without family CEOs (Meangamily cco = 0.65, Mean-
Non_amily CEo = 0.67, p = .16). Together with the supporting evidence of the emotional contagion process, this finding supports the
effect of emotion in the relationship between family CEOs and organizational affective tone.

3. Discussion

Family-managed firms have long been recognized as a unique business context, one that differs from the usual firm setup. What has
not been known thus far is whether having a family CEO makes a difference for how employees feel and behave. Despite the fact that
many researchers have cast family-managed firms in a critical light, we find that the feelings common among employees led by a family
CEO are characterized by a more positive organizational affective tone than the feelings of employees led by other CEOs. In our
theorizing, we trace those feelings back to the CEO. We suggest that through their double role as business leaders and family members,
family CEOs experience and express on average more high-energy positive emotions than hired CEOs and that they pass on those
emotions, by way of emotional contagion, to their direct reports and, in turn, to employees throughout the firm. The resulting positive
organizational affective tone—the perception that employees in the firm frequently experience positive emotions—is related to the
firm’s voluntary employee turnover rate. Thus, we find that firms led by a family CEO have lower voluntary turnover rates.

However, this positive view of firms with family CEOs is qualified by the structural features of the firm. We find that the effects of
family CEOs described above occur in smaller, centralized, and less formalized firms, and we also show that these effects dissipate as
firms grow bigger and become less centralized and more formalized. As such, there are limits to the emotional contagion of family
CEOs—as the business system becomes more dominant owing to the sheer size of the firm and the introduction of common man-
agement tools, such as formalization, the relative influence of the family diminishes. Overall, by formulating and testing new theory on
how family CEOs, compared to other CEOs, create and maintain the conditions that make employees enjoy a positive organizational
affective tone and remain with the firm, we help unlock one of the grand conundrums in family business research: the paradox that
some family businesses thrive despite their anachronistic management structures and their comparatively low investments in their
employees.

3.1. Theoretical contributions

Our research makes several contributions to family business research and to research on emotions in organizations. First, we build
new theory on how family CEOs’ positive emotions ripple through firms and affect how employees working in those firms feel and
behave compared to those working in firms with a hired CEO. We expand prior research on emotions in family firms by introducing the
idea that family CEOs’ emotions not only affect the CEOs themselves, as indicated by prior research (e.g., Berrone et al., 2012;
Zellweger and Astrachan, 2008), but also spread through their firms if the firms are small enough, relatively centralized, and not very
formalized. This between-person perspective suggests that family CEOs’ emotions can influence their firms’ organizational affective
tone and affect employees’ decisions to stay in the firm. As such, our study of the effect of family CEOs’ emotions on the inner workings
of family-managed firms enriches our understanding of how those firms operate.

Through the consideration of emotions, our work also expands theoretical perspectives on family businesses in general that have
previously leaned primarily toward cognitive and strategic aspects, thereby answering recent calls for more research on emotions in
family firms (e.g., Shepherd, 2016) in line with the growing trend in management research to pay more attention to emotions
(Ashkanasy and Dorris, 2017). However, until recently, family business research has mostly focused on the business rather than the
family side of the family business (e.g., Jaskiewicz et al., 2017) and has mostly neglected to study (positive) emotions in the family
business (Shepherd, 2016). We draw on the family science literature (e.g., Daly, 2003; Ronka and Korvela, 2009), and ideas of psy-
chological and sociological research that has always treated families as emotional units (e.g., Bahr and Bahr, 2009), to introduce the
idea that in order to better understand family-managed firms, the emotion-evoking aspects of families need more consideration.
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In addition, the family business research that does concern emotions has mainly broached the issue of ambiguous and negative
feelings among family members (e.g., Eddleston and Kellermanns, 2007; Huang et al., 2020). Our research considers the possibility
that just as families tend to favor and encourage positive emotions (Daly, 2003), family-managed businesses may be characterized by
predominantly upbeat feelings. In reuniting organizational family business research with psychological and sociological family science
(James et al., 2012), we adjust the balance in family business research in favor of positive emotions, and we open up new avenues for
family business scholars to include both negative and positive emotional aspects in their research (e.g., Labaki et al., 2013; Shepherd,
2016). Although our robustness test showed no differences regarding negative organizational affective tone between firms with and
without a family CEO, we see potential for future studies scrutinizing negative emotions. In particular, researchers might investigate
under which conditions family CEOs experience and express negative (instead of positive) emotions. Additionally, empirical studies
focusing on the contagion effect of negative emotions might be worthwhile.

Through our focus on positive emotions, we shed a more optimistic light on family-managed firms than prior research (Neck-
ebrouck et al., 2018). Whereas previous research finds higher voluntary turnover rates in family firms in general, when compared to
non-family firms (Neckebrouck et al., 2018), our research indicates that although this may be true for family-owned firms, it is not true
for firms led by family CEOs, where the voluntary turnover rate is lower than in other firms. Therefore, our theory and findings identify
important nuances in the expanding body of knowledge about employees in family firms (Tabor et al., 2018). Our research thereby also
adds to research aiming to understand the performance differences of family vs. non-family firms. While some studies attribute higher
performance to family firms (Wagner et al., 2015), others find lower performance (Bloom and Van Reenen, 2007), and still others
cannot detect any effect et al. (O’Boyle et al., 2012). Whereas lower voluntary turnover rates can be considered a core competitive
factor of family-managed firms, the positive emotions induced by the family CEO might also go along with decreased levels of effi-
ciency (e.g., not firing unproductive employees, less rationality and toughness in competition) which might ultimately harm family
firm performance. Hence, additional research is required to understand how the family CEQ’s emotions affect family firm performance
and especially why some family-managed firms underperform despite the ‘positive vibes’ that are salient in those firms.

Our research also contributes to the literature on emotions in organizations and informs our growing knowledge about emotional
contagion and organizational affective tone. Although researchers have firmly established emotional contagion as a mechanism for the
convergence of feelings in small groups, Barsade and colleagues (2018: 147) recently suggested that “future researchers should be
examining emotional contagion, not only at the dyadic and group level, but also at the organizational and societal levels.” Our research
adds key insights to the debate about whether contagion is possible in larger units (Barsade et al., 2018; Hareli and Rafaeli, 2008) by
identifying important structural boundary conditions for the spread of emotions in organizations. In particular, our research highlights
organizational size, centralization, and formalization as structural features of firms that may facilitate or restrict the emergence of
positive organizational affective tone. A closer look at our results suggests that while the emotions of family CEOs seem to be con-
tagious in smaller firms, their effect is not noticeable in larger firms. In fact, the effect is not statistically significant for firms with more
than 287 employees. Furthermore, in line with our theorizing, compared to family CEOs, hired CEOs have no discernible effects on
organizational affective tone regardless of organizational size, as evident in Fig. 2 (Panel A). These findings provide important
empirical evidence suggesting that while the process of emotional contagion may explain the emergence of affective tone in small and
medium-sized firms, it does not seem to work in larger firms.

In contrast to our theorizing, our empirical evidence, in line with prior research (Knight et al., 2018), reveals that also firms with
family CEOs benefit from decentralized structures. However, as the findings of our study also show, the overall negative effect of
centralization on positive organizational affective tone is less salient in firms with family CEOs. Thus, even though high centralization
takes a toll on positive organizational affective tone, probably by depriving employees of autonomy as prior research suggests, it might
still be beneficial for emotional contagion from CEO to employees. Therefore, in firms with family CEOs, the lack of autonomy may be
more tolerable because of the positive emotions that radiate out from the CEO and affect employees throughout the firm. This adds an
important nuance to the nascent literature on organizational affective tone.

Moreover, in line with our theory, we find that in firms with a family CEO, positive organizational affective tone is higher in cases of
low formalization than in cases of high formalization. Our results also show that formalization does not directly affect positive
organizational affective tone, which supports prior research arguing for a negative impact of formalization on positive organizational
affective tone due to increased bureaucracy but did not find such an effect (Knight et al., 2018). We demonstrate that whether
formalization affects the organization’s positive organizational affective tone might depend on who leads the firm, and that bu-
reaucracy may (only) have a dampening effect for family CEOs. Thus, we answer the call that “future research should more closely
examine the role of formalization, as a feature of organizational design, in the context of the collective affective dynamics” (Knight
et al., 2018: 211), pointing to how formalization may shape the effect of a leader on affective tone. In sum, by considering size,
centralization, and formalization as macro-level structural features of firms, we make an important contribution to research on how
emotional contagion can facilitate positive organizational affective tone, given that emotional contagion processes have mostly been
studied at the micro level. Our findings not only provide evidence that emotions may spread through firms, thereby giving rise to
organizational affective tone, but also point to how emotional contagion is critically dependent on the structure of the firm.

Finally, our study has implications for leadership research. The findings of our study align with suggestions of prior research (e.g.,
Bass, 2008; Gooty et al., 2010) that transformational leaders energize and inspire employees (i.e., we find a positive effect of CEO
transformational leadership on positive organizational affective tone; y = .24, p < .01), however, the effect of family CEOs on positive
organizational affective tone remained significant even when we controlled for their transformational leadership behaviors. Our
research thus points to a separate, previously undiscovered source of the emotion-infusing effects of some CEOs—the family. As the
family provides family CEOs with purpose and meaning (Kammerlander, 2016; Zellweger et al., 2012), fills them with energy (cf.
Menges et al., 2017), and encourages the expression of positive emotions (Daly, 2003), these CEOs are on average more likely than
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other CEOs to exhibit positive emotions and, in so doing, infect others with similar feelings.
4. Limitations and implications for future research

Our work is limited in its focus on positive emotion. We proposed that family CEOs, on average, experience and express particularly
high levels of positive, high-energy emotions. Even though this assumption is supported by a large body of family science (Daly, 2003;
Lawson et al., 2014) and family firm research (e.g., Zellweger and Astrachan, 2008), as well as by the empirical evidence provided in
this study, some family CEOs may differ from the predicted pattern. For instance, ongoing conflicts within the family or perceptions of
the inheritance of the CEO position as a burden might bring negative emotions to the fore (Larson and Almeida, 1999). In addition,
even the family CEOs that exhibit positive, high-energy emotions may simultaneously also experience negative emotions. For instance,
the research that suggests that those who see their work as benefitting the family experience more energy also finds that these same
people experience more stress (Menges et al., 2017). Thus, it is imperative for future research to explore the role of negative emotions
in family-managed firms and to unpack in more detail how family CEOs handle the tricky emotional dynamics that come with running
a family business, both for themselves and in the interaction with others. Moreover, it would be worthwhile to study if negative
emotions show a similar ‘trickle down’ effect as positive ones, and if they are conditioned by the same structural boundaries. In this
regard, it is important to also consider the heterogeneity among family CEOs, as some may be more and others less prone to experience
and express the high-energy positive emotions that we suggested distinguish family CEOs on average.

Furthermore, our research focused on the family CEO, however, the family CEO is likely embedded within a family structure that
may have its own meaningful effects. Family structures are determined by parent-child, sibling, and marriage relationships and vary
with regard to authority and liberty (Todd, 1985). Given that family structures are likely to affect the values and management of family
firms (Arregle et al., 2019), research is needed to examine how different structures distinctively affect the experience and expression of
emotions of family CEOs. Notably, the dominant family structures vary across the globe (Arregle et al., 2019). Thus, further research in
cultural settings is needed to confirm the generalizability of our findings. Such research may be particularly desirable, because emotion
expression and contagion might also depend on the extent to which it is acceptable in the focal national culture to show (positive)
emotions (Kupperbusch et al., 1999). If informal rules in a country favor the suppression of emotion expression, then emotions may not
be easily transmitted, and the positive effects of a family CEO might be weaker.

The findings on the structural factors that affect emotional contagion warrant further investigation. Given that the positive effect of
emotional contagion seems to vanish with increasing organizational size and increasing formalization, it is an important question for
family business researchers how family CEOs can counteract this mitigation effect and install measures and routines that foster
emotional contagion in larger and more formalized firms. Also, as discussed above, although family firm research has pointed to the
benefits of centralization in these firms (Martin et al., 2016), we found that centralization had both a negative direct effect and a
positive interaction effect in firms with family CEOs. This raises the question of how family CEOs could counteract the negative effect
of centralization in order to reap the emotional contagion benefits that seem to come with centralization. More generally, research is
needed to unpack the factors that shape organizational structure in family-managed firms, including a consideration of factors that
motivate family CEOs to grow the business and to introduce centralization and formalization as well as the family- and firm-related
implications of such structural changes.

From a methodological viewpoint, the breadth of our sample demanded certain tradeoffs concerning the research design. Spe-
cifically, while we were able to acquire data from multiple sources across a large number of firms, the study is limited by its cross-
sectional design. Thus, conclusions about the flow of causality are necessarily tentative even though we chose our focal variables
carefully (i.e., the selection of a CEO is unlikely a consequence of affective tone, and voluntary turnover does commonly follow rather
than precede affective tone) and ran suitable supplementary analyses (i.e., endogeneity tests). To address these concerns, one option is
to do longitudinal research to better map out the causal order of our theoretical model. Furthermore, it would be interesting to study
temporal effects, such as how long it takes the family CEO to build a positive organizational affective tone, and whether and how it can
be maintained in case of a family-external leadership succession. Moreover, the available data allows us to only partly rule out
endogeneity concerns. Specifically, the special case of the Heckman model may account for choice-induced endogeneity (Certo et al.,
2016) but is not effective when other sources of endogeneity are present.

5. Managerial implications

Our research carries important practical implications, especially for owners and CEOs of family firms. First, it provides insights for
firms needing to appoint a new family or hired CEO, which is often a key challenge in family firms (Richards et al., 2019). Our study
counterbalances some of the previous, negative views on family management (e.g., Stewart and Hitt, 2012) by revealing desirable
effects of family CEOs on affective tone and voluntary turnover. As such, it might help owners and incumbent managers in their
decisions about appointing CEOs. Second, our study provides interesting practical insights with regard to organizational design in
family-CEO firms. Firms need to be aware that some aspects (e.g., emotional contagion of positive emotions) will become less effective
as firms grow or become more formalized. Therefore, they need to find ways to compensate for this effect and take other measures to
keep the family-like spirit and emotional contagion processes alive. Third, advisors increasingly recommend that family firms become
more like non-family firms by introducing more formalized mechanisms (e.g., Stewart and Hitt, 2012). Our results point to a potential
downside of such formalization, as it dampens the beneficial effect of the presence of a family CEO on important outcome variables.

The general observation that employees working for firms with family CEOs experience a more positive organizational affective
tone than those working in firms with hired CEOs is relevant for family CEOs, as it might help with their talent-attraction activities.
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Surveys like the KPMG European Family Business Barometer show that talent attraction is a major challenge for family firms in the 21st
century,® especially for smaller family firms and those located in rural areas. For instance, studies of MBA students, who are mostly
unfamiliar with family firms as employers, show a general negative attitude toward family firms (Ceja Barba and Tapies, 2009).
Therefore, the human resource managers of firms with family CEOs could build on and use our insights to communicate the potential
advantages of working for family-managed firms. Lastly, non-family managers might also learn from our study. In line with general
research that suggests an enriching effect of families on work life (Menges et al., 2017), we speculate that managers could look for
creative ways to bring their own family system into the world of work, thus tapping into a source of emotions that may help them pass
on positive emotions to their team members and others in their firm.

6. Conclusion

Family-managed firms seem better able than other firms to leverage the power of emotions for the benefit of organizational survival
and success. These firms, especially when they are relatively small and less formalized, provide a workplace characterized by high-
energy positive emotions—not despite but rather because of their seemingly outdated hereditary leadership structures that reserve
the CEO role for family members. We conclude that family-managed firms are not relics of the past. Instead, they are here to stay,
thriving on the positive feelings that their employees share.
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APPENDIX A
Measurement of Multi-Item Constructs

Employee Survey A

Positive Organizational Affective Tone

- Employees in this firm feel excited in their job.

- Employees in this firm feel enthusiastic in their job.

- Employees in this firm feel energetic in their job.

- Employees in this firm feel inspired in their job.

- Employees in this firm feel ecstatic in their job.

Employee Survey B

Centralization

- Here employees cannot do anything without their supervisor’s permission.

- Even for small things employees have to get the permission from a supervisor before they can make a final decision.
- Employees must almost always ask their supervisor for what they should be doing.
- Someone wanting to make his or her own decision would quickly be discouraged.
- For most decisions employees make, the supervisor needs to give approval.
Formalization

- For each situation you can think of, there is a written instruction.

- Rules and practices play a main role in our company.

- There is a written record of each employee’s performance.

- For positions at all levels in our company there are written job descriptions.
Employee Survey C

Transformational Leadership

Intellectual Stimulation

- The CEO provides me with new ways of looking at things.

- The CEO forces me to rethink some of my own ideas.

- The CEO stimulates me to think about old problems in new ways.
Articulating Vision

- The CEO is always seeking new opportunities for the organization.

- The CEO paints an interesting picture of the future for our company.

- The CEO has a clear understanding of where we are going.

- The CEO inspires others with his/her plans for the future.

- The CEO is able to get others committed to his/her plans of the future.

(continued on next page)

13 https://home.kpmg./xx/en/home/media/press-releases/2018,/10,/2018-european-family-business-barometer-launches.htmlhttps://home.
kpmg/xx/en/home/media/press-releases/2018/10/2018-european-family-business-barometer-launches.html.
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High Performance Expectations

- The CEO shows us that he/she expects a lot from us.

- The CEO insists on only the best performance.

- The CEO will not settle for second best.

Fostering Group Goals

- The CEO fosters collaboration among work groups.

- The CEO encourages employees to be “team players.”

- The CEO gets employees to work together for the same goal

- The CEO develops a team attitude and spirit among his/her employees.

Individualized Support

-The CEO acts without considering my feelings.*

- The CEO shows respect for my feelings.

- The CEO behaves in a manner that is thoughtful of my personal needs.

- The CEO treats me without considering my feelings.*

Providing Role Model

- The CEO leads by role modeling.

- The CEO provides a good model to follow.

- The CEO leads by example.

Contingent Reward Behavior

- The CEO always gives me positive feedback when I perform well.

- The CEO gives me special recognition when my work is very good.

- The CEO personally compliments me when I do an outstanding job.

Key Informant Survey

High Performance Work Systems

- What is the proportion of the workforce that receives compensation depending on group performance?
What is the proportion of the workforce that receives compensation based on technical skills and knowledge?
What is the proportion of the workforce that receives training on company-related skills?
What is the proportion of the workforce that receives training on general skills?

What is the proportion of the workforce that receives training on specific skills?

What is the proportion of the workforce that was appointed based on tests?

What is the proportion of the workforce that was promoted this year?

What is the proportion of the workforce that are promoted based on performance?

What is the proportion of the workforce that receives a 360° feedback?

What is the proportion of the workforce that receives regular performance rating?

What is the proportion of the workforce that receives performance feedback from multiple persons?
What is the proportion of the workforce that works in self-managed teams?

What is the proportion of the workforce that receives information on operative performance?
What is the proportion of the workforce that receives information on financial performance?
What is the proportion of the workforce that receives information about strategic planning?
What is the proportion of the workforce that is included in employee surveys?

What is the proportion of the workforce that participates in in-house education?

What is the proportion of the workforce that has access to a complaint management tool?

APPENDIX B
Classical Interaction Plots

Panel A. Family CEO x Organizational Size on Positive Organizational Affective Tone

4 -
~ —o— Low
g 3.8
o =% Size
)
g 5 4
= 36 - --4--- High
R O
?.‘D E Size
o 834 4
v &
Z <
h— 3.2 A
[72]
=]
=W
3 T 1

Hired CEO Family CEO

Panel B. Family CEO x Centralization on Positive Organizational Affective Tone.

18

Organizational

Organizational

(continued on next page)



N. Kammerlander et al. Long Range Planning xxx (xxxX) XXX

APPENDIX B (continued)

Panel A. Family CEO x Organizational Size on Positive Organizational Affective Tone
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