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Abstract
The ethical behavior prevalent in an organization often determines business success or failure. Much research in the business 
context has scrutinized ethical behavior, but there are still few insights into its roots; this study furthers this line of inquiry. 
In line with identity work theory, we examine how employees’ identification with a family business shapes internal ethical 
decision-making processes. Because it is individuals who engage in decision-making—be it ethical or not—our research 
perspective centers on the individual level. We followed an inductive, qualitative approach and conducted interviews with 
19 employees in seven family businesses. We found that individuals engage in identity work when they identify as indi-
vidual family firm employees and when they identify with the perceived characteristics of the family firm. These processes 
of identification, in turn, influence how employees cope with ethical situations. Our findings contribute to ethics and family 
business research, as well as to identity theory.

Keywords Family firms · Ethical decision-making · Identification process · Identity work

Introduction

The ethical behavior of organizations is gaining increased 
importance—especially in light of recent developments such 
as the Wirecard scandal or “Diesel Gate” (e.g., Fichter 2018; 
Kvalnes and Nordal 2018). Organizations engaging in ethi-
cal misbehavior may suffer from negative consequences such 
as financial or reputational losses (e.g., Lin-Hi and Blum-
berg 2018). Discrepancies between employees’ own ethical 
values and those of their company may also lead to higher 
turnover rates, low organizational commitment, and lesser 
job performance (Hunt and Vitell 1986; Sharma 2018). Ethi-
cal behavior promotes a firm’s reputation, which strength-
ens stakeholder relationships (e.g., Walsh et al. 2009) and 

increases employee performance (Hunt and Vitell 1986; 
Sharma 2018).

According to recent research, family firms—the majority 
of existing businesses worldwide (Astrachan et al. 2020)—in 
particular tend to act more ethically than their non-family 
counterparts (Vazquez 2016). Castejón and López (2016) 
have shown, for example, that family firms are more aware 
of ethical situations due to responsible managers. Family 
firms are also more likely to exhibit benevolent tendencies 
towards overall societal well-being, which, in turn, promotes 
ethical behavior within the organization (Duh et al. 2010). 
Public examples of unethical family business conduct do 
exist; however, “the majority of research strongly suggests 
that family firms more typically strive for ethical behav-
ior” (Astrachan et al. 2020, p. 638). In-depth research into 
the ethical behavior of family firms may result in valuable 
insights for the decision-making of other companies.

Such studies may also generate invaluable in-depth 
insights into ethical decision-making processes. Recent 
research applies an ethics-based view of family firms and 
highlights that shared beliefs, norms, experiences, and val-
ues are necessary for a values-based leadership style (Bar-
bera et al. 2020). Other scholars find that a religious identity 
represents the most influential moral source of family busi-
ness ethics (Dieleman and Koning 2020); they emphasize 
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that such stewardship is often embedded in faith-based val-
ues (Carradus et al. 2020). Research has found that most 
family businesses behave more ethically than non-family 
firms and attributed this to (1) family involvement, (2) the 
specific personalities and values present in family firms, and 
(3) the specific social interactions among family members 
(Vazquez 2016).

Recent research, however, has focused more on compari-
sons of family and non-family firms or on the consequences 
of ethical behavior, rather than on its antecedents (Chau and 
Siu 2000; Peng et al. 2018; Rubino et al. 2017; Vazquez 
2016). It reveals only limited insights into the roots of ethi-
cal behavior in family businesses (Astrachan et al. 2020). 
Although “ethical behavior must begin at the top” (Stead 
et al. 1990, p. 238), a better understanding of how individual 
employees adapt to and manage this behavior, especially 
when facing ethical dilemmas (Lehnert et  al. 2015), is 
needed. While individuals “want to believe that others share 
[their] perceptions of what is honest and fair behavior, and 
thus, [their] understanding of ethicality, these [perceptions] 
are largely dependent on an individual’s underlying princi-
ples and values” (Astrachan et al. 2020, p. 638). Individuals 
and their personal values, beliefs, and ideals clearly play 
a crucial role in coping with ethical dilemmas in business 
contexts; the same is true for an individual’s socialization 
within an organization (Stead et al. 1990): After entering a 
firm, individuals embark on a journey of ongoing identifica-
tion with the organization and/or its values, and their identity 
partly evolves and adjusts due to their organizational affili-
ation (Knapp et al. 2013; Kreiner et al. 2006). We therefore 
need clearer insights into how individual members identify 
with family firm characteristics and how this affects ethical 
decision-making in an organizational context. Dieleman and 
Koning (2020, p. 684) aptly state “identity work and actual 
(non)ethical business behavior is an important next step.”

To examine ethical behavior in family firms, our work 
builds on the tenets of identity theory. Identity theory helps 
answer the question Who am I? and allows us to adopt an 
individual-centered perspective. The concept of identity 
work includes a vast range of activities to “create, present, 
and sustain identities” (Knapp et al. p. 334). In business 
contexts, an identity work perspective helps determine how 
an individual negotiates the questions of Who am I? and 
Who are we as an organization? (Kreiner et al. 2006). While 
familiarizing themselves with their organization’s identity, 
employees perceive their firm’s ethical system and compare 
the firm’s ethical values to their own (Eury et al. 2018). 
Individuals often identify strongly with their organizations; 
this, in turn, significantly influences their identity develop-
ment—including their values, ideals, and actions (Eury et al. 
2018). An identity-focused lens is particularly useful in busi-
ness context studies, as it centers on individuals’ subjec-
tive interpretations of their work environment (Albert and 

Whetten 1985). An identity perspective also allows us to 
examine how an individual’s underlying principles and val-
ues shape her or his ethical system (Mcferran et al. 2010). It 
thus helps uncover the motivation for a particular individual 
behavior—in our case the decision to engage in ethical or 
unethical business conduct. We aim (1) to better understand 
how employees in family firms identify with their organiza-
tion and (2) to explore how an employee’s identification with 
a family firm shapes ethical decision-making processes.

To address our research questions, we applied an individ-
ual-centered perspective and interviewed 19 individuals in 
seven German family businesses. Our results indicate that 
employees of family businesses engage in identity work 
when they (1) identify as an individual family firm employee 
and when they (2) identify with perceived family firm char-
acteristics. We show that an individual’s identification with 
family firm characteristics (e.g., values, visibility of found-
ing family, long-term orientation, socioemotional wealth) 
strongly shapes the individual’s awareness of ethical issues.

Our study makes three contributions. First, we add to 
ethics research by devising a conceptual model and prop-
ositions that illustrate how coping with ethical decision-
making is embedded in an individual’s identity work. We 
uncover the drivers behind ethical behavior in the business 
context, thereby providing further insights into the roots of 
ethical business conduct. Building on this, we bridge the 
two perspectives of ethical decision-making and identity. 
We extend the literature on identity theory by detailing the 
interplay between individuals, their identification as family 
firm employees, and their identification with the organiza-
tion. Specifically, we outline the aspects and characteristics 
constituting identity work among family firm employees. 
Finally, we expand family business research by emphasizing 
that the specific family firm characteristics play a crucial role 
in how employees identify with their organization and how 
they cope with (un)ethical situations.

Theoretical Context

Ethical Decision‑Making in Family Firms

Scholars have created a large body of knowledge on fam-
ily firm characteristics and behaviors (e.g., Anderson and 
Reeb 2003; Evert et al. 2016; Memili and Dibrell 2018; 
Pérez-González 2006). With family firm research expand-
ing, scholars increasingly realized they needed to enhance 
the theoretical rigor of their studies (Hernández-Linares 
et al. 2018); however, a single clear-cut definition of fam-
ily businesses would not cover their high heterogeneity 
(Memili and Dibrell 2018). Several approaches to such a 
definition exist, including degree of familiness, distinctive 
behavior, or family involvement and influence (Hogan, et al. 
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2019). Most prominently, scholars have suggested that fam-
ily firms’ uniqueness fundamentally rests on the family’s 
affective endowments in the organization—that is, their soci-
oemotional wealth (Gómez-Mejía et al. 2007). We follow 
the definition that family firms are largely characterized by 
“the involvement of family members in the ownership and 
management of the firm, and the intertwining of family and 
business objectives” (Howorth et al. 2010, p. 438).

According to Astrachan et  al. (2020, p. 637), family 
firms “represent a particularly rich and relevant context to 
re-assess the relationship between ethical beliefs, decision-
making processes, and behaviors in business organizations.” 
Research on ethical business behavior is gaining increased 
attention due to numerous ethical scandals, such as the Wire-
card scandal or the Libor debacle (e.g., Sigh et al. 2012). 
Ethics is defined as “a system of value principles or prac-
tices and the ability to determine right from wrong” (Payne 
and Joyner 2006, p. 205). Ethical considerations are pri-
marily concerned with the moral rightness or wrongness of 
decisions, as attested by a larger group of people, and only 
secondly with such decisions’ legality. Unclear guidance, 
absence of laws and regulations, conflicting value systems, 
and uncertainty often lead to ethical dilemmas in which indi-
viduals or organizations are not certain how to decide on a 
course of action (Treviño 1986).

The characteristics of family firms differ from those of 
non-family firms and shape ethical decision-making pro-
cesses (e.g., Berrone et al. 2010; Gómez-Mejía et al. 2007; 
Van Gils et al. 2014; Vazquez 2016). Earlier ethics-based 
research on family firms shows that the family’s core val-
ues significantly influence the organization’s ethical climate 
and culture (Duh et al. 2010). The founding family’s tradi-
tions and their definition of organizational purpose shape 
the firm as well, thus affecting ethical decision-making 
(Duh et al. 2010; Dyer and Whetten 2006; Gallo 2004; 
Perrini and Minoja 2007). The family’s value system also 
strongly affects decision-making in organizations (Blodg-
ett et al. 2011; Duh et al. 2010; Everett 1986; Sharma and 
Sharma 2011), and religious values are especially important 
for family firms’ ethical practices (Astrachan et al. 2020; 
Kavas et al. 2020). Faith-oriented organizational practices, 
for instance, shape the development of stewardship (Car-
radus et al. 2020) or philanthropic activities in family firms 
(Bhatnagar et al. 2020).

In addition to values, family firms’ non-financial objec-
tives and socioemotional wealth perspective promote ethi-
cal behavior (e.g., Gómez-Mejía et al. 2007; Sharma and 
Sharma 2011). A family’s and its firm’s reputations are 
closely linked, so family firms strongly focus on preserv-
ing their good standing (Kashmiri and Mahajan 2014) with 
“a tradition of socially responsible business practices” and 
avoiding “harmful practices that can besmirch the image of 
the firm” (Dyer and Whetten 2006, p. 791). Some scholars 

argue—from a social capital and stakeholder theory perspec-
tive—that family firms strive for socially responsible actions 
(McGuire et al. 2012). Long and Mathews (2011), from their 
social exchange perspective, state that reciprocity in social 
exchange is important for developing cohesion in the family 
firm’s distinctive ethical frame.

Family firms lean towards ethical behavior (e.g., Astra-
chan et al. 2020), but there is still little insight into how 
employees come to implement the founding family’s ethical 
values in their daily activities and which internal mecha-
nisms are at play (Krishnan and Peytcheva 2019; Vazquez 
2016). It is not the family firm as such that “exerts moral 
responsibility, but rather the individual members of the 
corporation” (Stead et al. 1990, p. 412). Given this insight, 
it is essential to adopt an individual-centric perspective to 
uncover the drivers of ethical behavior. An identity theory 
approach is particularly valuable in this context as “[m]oral 
identity is rooted in social identity theory” (Treviño et al. 
2014, p. 648) and “one’s social identity can influence ethical 
decision making” (Cremer et al. 2010, p. 4). In the following 
section, we detail the identity work perspective and link it to 
ethical decision-making in family firms.

Identity Work and Ethical Decision‑Making in Family 
Firms

The concept of identity manifests itself on three different 
levels: individual, social, and organization (Pratt et al. 2016). 
Individual identity revolves around the questions Who am 
I? and How should I act? and thus implies an individual’s 
particular values, feelings, and behaviors (Alvesson et al. 
2008). Social identity is defined as “that part of an individ-
ual’s self-concept which derives from his knowledge of his 
membership of a social group (or groups) together with the 
value and emotional significance attached to that member-
ship” (Tajfel 1978, p. 63). Social identity theory concerns 
intergroup processes and the derivation of identities from the 
groups to which individuals belong (Stets and Burke 2000). 
Organizational identity is a self-reflective construct aiming 
to answer the question of Who are we? as an organization 
(Albert and Whetten 1985). It draws on the central, endur-
ing, and distinct features of the organization (Albert and 
Whetten 1985).

Employees’ individual identities are embedded in an 
organizational context, and individuals use this context 
to construe subjective meanings and experiences by 
identifying with the organization (Alvesson et al. 2008). 
According to Kreiner et al. (2006, p. 1032), identifica-
tion refers to a “process of aligning identity with that of 
a social group,” and organizational memberships shape 
social identities. This identity construction implies that 
the individual strives for a “situated sense of an entity” 
to ensure effective interaction with other individuals or 
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groups in the long run (Albert et al. 2000, p. 13). The 
theoretical concept of identity work makes it possible 
to uncover “people’s engagement in forming, repairing, 
maintaining, strengthening, or revising their identities” 
(Ibarra and Barbulescu 2010, p. 137). Forms of identity 
work vary from, for instance, balancing multiple identi-
ties or experimenting with identities to expressing identity 
problems (Ibarra and Barbulescu 2010). The concept of 
identity work also includes an individual’s processes of 
identifying with an organization. For instance, employees 
“engage in identity work in order to negotiate and opti-
mize the boundaries between personal and social identity” 
(Kreiner et al. 2006, p. 1032). Hence, the perspective of 
identity work allows a dynamic view of how employees 
identify with their organization.

As argued above, an individual’s approach to coping 
with ethical dilemmas is not solely driven by personal 
identity, values, beliefs, and ideals (Astrachan et al. 2020; 
Stead et al. 1990). Ethical decisions are always embed-
ded in an environment—even if the individual, as such, 
makes the (un)ethical decision. Based on social identity 
theory, individual employees develop their moral iden-
tity through identity work and compare the firm’s ethical 
values to their own; this also applies when they face an 
(un)ethical situation in an organizational context. Moral 
identity refers to an individual’s self-conception in rela-
tion to a set of moral traits and is a “mental representation 
of one’s character that is held internally and projected to 
others” (McFerran et al. 2010, p. 40). Past research shows 
that organizational infrastructure—such as ethical climate 
(Cullen et al. 1993), ethical culture (Treviño 1990), and 
the leadership team and its way of leading the organiza-
tion—especially affects ethical decision-making (Brown 
et al. 2005; Treviño and Brown 2004).

Dieleman and Koning (2020) reveal how, for family 
businesses, leaders’ identity work is shaped by personal 
and organizational values, which have been shown to influ-
ence the articulation of family business ethics. However, the 
authors emphasize that a deeper understanding of the roots 
of ethical behavior is needed; they call for future research 
to apply an identity work perspective to explore (un)ethical 
behavior, as well as “the relegation of values into shared 
values in more depth” (Dieleman and Koning 2020, p. 685). 
The founder family’s value systems especially “foster strong 
identification among members” (Sundaramurthy and Kreiner 
2008, p. 415).

Family firms thus offer a very promising context to exam-
ine ethical behavior from an identity work perspective: (1) 
They aspire to implement ethical behavior (Astrachan et al. 
2020), and (2) their employees strongly identify with the 
organization due to the specific family firm characteristics, 
such as a strong sense of oneness and shared destiny (Zell-
weger et al. 2010).

Methodology

Context and Research Design

We conducted interviews with individuals employed by 
family firms based in Germany. All of our interviewees 
thus draw on the same set of underlying national norms, 
values, and traditions (Lubinski 2011). Germany has a 
well-developed mid-tier in which almost 91 percent of 
businesses are family firms (Gottschalk et al. 2017; Peng 
et al. 2018). The majority of these medium-sized com-
panies were founded by families who share the Christian 
beliefs of an honest merchant and have been owned by 
the respective families for generations (Palazzo 2002). To 
reflect a wide variety of family firm characteristics in our 
dataset (Knapp et al. 2013), we selected a broad range 
of family firms in terms of size, age, industry scope, and 
geographic location in Germany. We defined a family firm 
as a business where the founder family or later generations 
hold the majority of the shares and is/are either present 
in the management or in the supervisory board (Howorth 
et al. 2010). We also asked our interviewees to describe 
their employing organization; all of them affirmed they 
work in a family firm (Howorth et al. 2010).

To study how family firm employees identify with their 
organization and how this identification affects ethical deci-
sion-making, we used an exploratory qualitative research 
approach (Charmaz 2014; Miles and Huberman 1994; Yin 
1994). More precisely, our research encompassed seven 
comparative multiple-case studies (Eisenhardt 1989). A 
qualitative research design was especially appropriate for 
our purpose as there is scarce present theory explaining the 
relationship between employees’ identity work and ethical 
decision-making. Furthermore, we focused on how questions 
rather than on what or how many questions (Yin 1994). This 
qualitative research design allowed us to detect the drivers of 
(un)ethical behavior. Our approach followed earlier research 
that identified qualitative research designs as adequate for 
studying the unique dynamics and characteristics of family 
firms (Chenail 2009; De Massis and Kotlar 2014; Fletcher 
et al. 2016; Leppäaho et al. 2016). The approach helped us 
reflect on interviewees’ subjective perception and its inter-
pretation (Charmaz 2014; Gephart 2004). It also supported 
scholarly flexibility and creativity and provided analytical 
tools for the profound assessment of a topic (Bansal and 
Corley 2012; Fletcher et al. 2016; Pratt 2009).

Sampling

We conducted interviews with 19 employees in seven 
German family firms ranging in size from 700 to 15,000 
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employees. All firms share the national context, produce 
goods and services, and are not pure service providers, but 
act in different industries. This variety allowed us to gain 
insight into employees’ identification and ethical decision-
making in diverse industries. We thus also ensured there 
was no bias due to a single-industry focus. We interviewed 
employees in positions from entry-level to senior manage-
ment. Creating our sample, we followed the theoretical 
sampling approach (Charmaz 2014): we collected relevant 
data and refined the categories of data collection while our 
theory was emerging. Our aim was to understand in more 
detail how individuals identify with their organization and 
if such identification influences employee behavior in (un)
ethical situations. To this end, we interviewed employ-
ees in procurement, marketing, and sales—all functions 
that assumedly involve interactions with many external 
stakeholders and are thus prone to the occurrence of ethi-
cal dilemmas (Dubinsky and Loken 1989; Ferrell et al. 
2013; Gorsira et al. 2018). To obtain a holistic view of the 
employees’ identity work and ethical decision-making, we 
interviewed a minimum of two people per organization. 
Table 1 presents an overview of the companies and the 
interviewees.

Data Collection

We collected our data mostly during visits to the companies’ 
headquarters in the fall of 2018 and the spring of 2019. For 
one company, this was not possible due to travel and time 
constraints. We therefore conducted all interviews with this 
company by phone. Two other interviews were also done by 
phone due to interviewees’ time constraints. We followed a 
semi-structured interview protocol based on an extensive 
review of the literature on ethical decision-making (e.g., 
Craft 2013; Jones 1991; Lehnert et al. 2016; Rest 1986; 
Schwartz 2016; Treviño et al. 2006) and identification (e.g., 
Albert et al. 2000; Kreiner et al. 2006; Pratt et al. 2016). 
We developed a first draft of our semi-structured interview 
protocol prior to the interviews and tested it with a sample 
interview.

The protocol covers two parts: The first part serves to 
obtain information on identity aspects and inquires, for 
example, about the individual identity of the employees, 
their background, and their position in the organization. In 
addition, we assessed the role of the family within the firm 
and the interviewee’s perception of this role. In the second 
part, we discussed ((un)ethical) decision-making within the 
organization; we started with the general decision-making 
process and transitioned to ethical dilemmas the interview-
ees might have faced. If they had not encountered any ethical 
issues within their career, we focused on their definition of 
ethical behavior and how they would react if they were con-
fronted with such behavior. The interviews lasted between 

30 and 60 min and were all recorded with the approval of the 
interviewees. All audio-taped interviews were transcribed 
verbatim to ensure high levels of reliability. To complement 
the interviews and to be able to triangulate the subjective 
verbal statements with formal communication (Charmaz 
2014), we also collected official written material such as 
company brochures, codes of conduct, or information on 
company websites.

Data Analyses

We analyzed the interviews in four steps. First, we derived 
the codes inductively from the interviews (e.g., Kreiner et al. 
2009). We had no pre-defined set of codes when we started 
the coding process. Having conducted a literature review, we 
structured our approach around a first set of general themes 
on identification and ethical decision-making (Smith 2014). 
In this first step, two researchers worked individually and 
independently on the summary and line-by-line coding of 
the interviews. Second, the two researchers compared their 
coding and derived higher-level codes. This was an iterative 
process—the higher-level codes and categories were altered 
and discussed again when new codes emerged from one 
interview to the next. For interview coding and analyses, we 
used the well-established coding software f4 transcript and 
f4 analysis. Third, we derived our final coding dictionary, 
which was the result of the iterative discussions between the 
two researchers (Charmaz 2014). Fourth, we created catego-
ries (second-order codes); these categories consisted of our 
first-order codes, but were more theory driven (Gioia and 
Chittipeddi 1991; Knapp et al. 2013). With this, we linked 
our data analyses to theory—which allowed us to extend 
existing research and contribute to new research ideas (e.g., 
Charmaz 2014; Knapp et al. 2013; Smith 2014).

Findings

Our first research question addresses how employees in 
family firms identify with their organization and applied 
an individual-centric perspective to uncover the drivers 
behind identification processes. Two identification processes 
emerged from our data: (1) identification as an individual 
family firm employee and (2) identification with perceived 
family firm characteristics. We acknowledge that individu-
als actively undergo processes of identification by engag-
ing in identity work. Our second research question aims to 
understand how an employee’s identification with the family 
firm affects ethical decision-making processes. In our model 
(see Fig. 1) and in this section, we show that coping with 
ethical decisions in family firms is embedded in and thus 
influenced by individuals’ identity work. Identity work as 



656 F. S. Reck et al.

1 3

Ta
bl

e 
1 

 O
ve

rv
ie

w
 o

f c
om

pa
ni

es
 a

nd
 in

te
rv

ie
w

ee
s

C
om

pa
ny

In
du

str
y

Fo
un

di
ng

 y
ea

r
# 

Em
pl

oy
ee

s
Re

ve
nu

e 
’1

7,
 in

 
m

n 
€

Fa
m

ily
 

ge
ne

ra
-

tio
n

Ro
le

 o
f f

ou
nd

er
 

fa
m

ily
In

te
rv

ie
w

ee
Po

si
tio

n
G

en
de

r
Te

nu
re

 in
 

co
m

pa
ny

 
(y

ea
rs

)

In
te

rv
ie

w
 

le
ng

th
 

(m
in

)

D
at

e 
of

 in
te

r-
vi

ew

C
ab

le
C

om
p

C
ab

le
 sy

ste
m

s
19

59
~ 

40
00

10
00

3
M

an
ag

em
en

t 
B

oa
rd

1
C

us
to

m
er

 c
om

-
m

un
ic

at
io

n
Fe

m
al

e
8

50
09

.1
0.

20
18

2
Pu

bl
ic

 R
el

a-
tio

ns
M

al
e

10
60

05
.1

2.
20

18

C
le

an
C

om
p

C
le

an
in

g 
te

ch
-

no
lo

gy
19

35
~ 

11
,3

00
24

00
2

Su
pe

rv
is

or
y 

B
oa

rd
3

H
ea

d 
of

 D
ire

ct
 

Ex
po

rt
M

al
e

27
60

08
.1

0.
20

18

4
A

re
a 

Sa
le

s 
M

an
ag

er
Fe

m
al

e
10

40
08

.1
0.

20
18

5
H

ea
d 

of
 G

lo
ba

l 
Pr

oc
ur

em
en

t
Fe

m
al

e
19

40
08

.1
0.

20
18

6
Su

bp
ro

je
ct

 
Le

ad
er

 P
ro

-
cu

re
m

en
t

M
al

e
5

30
08

.1
0.

20
18

C
ol

or
C

om
p

co
at

in
g 

sy
ste

m
s

18
85

~ 
60

00
70

0
5

M
an

ag
em

en
t 

B
oa

rd
7

Pr
od

uc
t M

an
-

ag
er

M
al

e
7

60
07

.0
9.

20
18

8
Pr

od
uc

t M
an

-
ag

er
Fe

m
al

e
3

40
19

.0
9.

20
18

Fo
rm

C
om

p
Fo

rm
w

or
k 

sy
ste

m
s

19
69

~ 
90

00
15

00
2

M
an

ag
em

en
t 

B
oa

rd
9

H
ea

d 
of

 S
tra

te
-

gi
c 

M
ar

ke
t-

in
g

M
al

e
5

30
25

.0
2.

20
19

10
H

ea
d 

of
 C

or
po

-
ra

te
 D

ev
el

op
-

m
en

t

M
al

e
10

30
25

.0
2.

20
19

11
C

ha
nn

el
 M

an
-

ag
er

M
al

e
3

30
25

.0
2.

20
19

12
H

ea
d 

of
 G

lo
ba

l 
So

ur
ci

ng
Fe

m
al

e
4

50
25

.0
2.

20
19

13
G

lo
ba

l S
ou

rc
-

in
g 

Li
ne

 
Fu

nc
tio

n

M
al

e
4

60
25

.0
2.

20
19

G
la

sC
om

p
M

an
uf

ac
tu

rin
g

16
22

~ 
70

0
25

00
15

M
an

ag
em

en
t 

B
oa

rd
14

H
ea

d 
of

 M
ar

-
ke

tin
g 

C
om

-
m

un
ic

at
io

n

Fe
m

al
e

5
50

05
.1

0.
20

18

15
H

ea
d 

of
 S

al
es

Fe
m

al
e

20
30

12
.0

4.
20

19



657Ethical Decision-Making in Family Firms: The Role of Employee Identification  

1 3

such is anchored in the specific context of the family firm, 
which we elaborate below.

We focus our research on German family firms. This 
cultural context shapes the identity work of employees and 
guides both their ethical awareness and how they cope with 
ethical questions. In Germany, family firms operate within 
a framework of clear laws and regulations and a stable eco-
nomic landscape (Lubinski 2011); they therefore act in a 
sound environment with transparent guidelines of what is 
legally right or wrong. German family firms are mainly man-
aged by families who value the norms and traditions accord-
ing to the Christian faith (e.g. Fathallah et al. 2020). These 
shared values inform the thinking, identification processes, 
and ethical awareness of members of the founding family 
and employees. Family as a social construct also shapes Ger-
man culture (Mayer et al. 2012). When compared to South-
ern European countries such as Spain, the social construct of 
a family is not as dominant in German national culture, but 
the values attached to a family are still held in high esteem 
(Colli et al. 2003).

Identification as individual family firm employee

Our interviews and data analyses allowed us to conclude that 
it is highly important for individual employees in a family 
firm to identify as an employee of such an organization and 
be a part of it and that this influences how they perceive ethi-
cal decision-making. Our data revealed three aspects shap-
ing an individual’s identity work: (1) employee’s freedom 
of decision within the organization; (2) blending of private 
and professional life; and (3) shared and common values of 
individual employee and founding family. Table 2 provides 
an overview of codes and exemplary quotations.

(1) Freedom of decision: The freedom of decision enables 
employees to assume responsibility and this entrepre-
neurial spirit motivates employees to join the organi-
zation, as illustrated by the example of the Head of 
Strategic Marketing, FormComp.:

 For me, the main reason to join the company was 
that you could help shape the content. #9, Head of 
Strategic Marketing, FormComp.

  A combination of freedom of decision and manage-
ment support (e.g., in the form of trust) is also impor-
tant for individuals to identify as family firm employees. 
Independent decision-making and various day-to-day 
tasks need to be supported by the management:

 I have a lot of freedom. […] And my bosses and 
superiors trust me and my experience and knowl-Ta
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edge. #5, Head of Global Procurement, Clean-
Comp.

(2) The blending of private and professional life: Most 
interviewees prioritize family and private life over 
their professional life. However, all of them strive for 
meaning in their professional life and emphasize how 
important it is to them that their employer considers 
their rivate life and supports the blending of private 
and professional dimensions:

 “[…] we not only work as team, but we also spend 
our free time together. […] I could not work in 
isolation. For me, personal relationships are very 
important, and the organization provides me with 
these relationships, which makes me very happy. 
#19, Key Account Manager, VentilatorComp.

  Family firm employees seem to perceive a strong 
blending of their private and professional lives. This 
might lead to decision situations in which the individ-
ual employee (more easily than in other organizational 
forms) takes on not one, but two roles: that of a private 
person and that of an employee. The role of private 
person, with a family and/or a circle of friends, is also 
present when individuals make business decisions in 
their professional life, so an employee’s approach to 
ethical business decisions is not solely driven by her/his 
role in a firm, but rather by an overlap between private 
and professional roles.

(3) Shared values with founding family: For an employee 
to identify with the organization, it is crucial that the 
founding family’s values are congruent with the indi-

vidual’s values. Two interviewees explained how 
important value congruence is for personal satisfaction 
at work:

 My values and those of the organization are con-
gruent. Otherwise I would be unhappy in the long 
run. #6, Subproject Leader Procurement, Clean-
Comp. Yes, my values are reflected by those 
of the organization. I can identify with them very 
strongly. #10, Head of Corporate Development, 
FormComp.

  Three values—trust, transparency, and loyalty—
foster congruence between employee and organization 
value systems. Employees want to feel trusted, and they 
also want to be able to trust the company. Trust is trans-
ferred to the organization by the founding family and 
their long-lasting commitment towards the organiza-
tion. Transparency is a value that is highly important 
for all employees, because it ensures open commu-
nication within the organization. Transparency mod-
eled by the founding family promotes similar behavior 
among employees. Many interviewees also stated that 
loyalty is an important value in their professional life. 
An organization’s loyalty towards employees creates a 
safe working environment without fear. This ensures 
the individual’s identification with the organization. As 
one interviewee shared:

 Loyalty is a big word, but I think I really felt like 
a part of the companies I have been working for. I 
want to be seen in the best light, and I want to help 

Fig. 1  Ethical decision-making 
and identity work
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Table 2  Identification as individual family firm employee

Quotes 1st Order codes 2nd Order categories

“That’s perhaps how I would imagine the perfect company, 
because each division is forced to act autonomously and 
entrepreneurial. Because by bundling all the competencies 
in the respective area, you can make the best possible use of 
them.” [#6 CleanComp.]

Entrepreneurial spirit Freedom of decision

“For me, the main reason to join the company was that you 
could help shape the content. That is often not necessarily 
the case in companies. Because you actually have to adjust 
to already existing structures.” [#9 FormComp.]

“And there are new tasks to do every day, my day-to-day 
work has a lot of variety. You can be creative and if you 
have new ideas, you can put them into practice, which is 
then accompanied by IT, which is also very exciting. You 
can put your own stamp on it and say hey, I helped develop 
it. This is actually quite a lot of fun.” [#1 CableComp.]

“I can shape things and make decisions. And I am really sup-
ported by the management and owners. It motivates me that 
my ideas are taken serious. This is great.” [#15 GlasComp.]

Freedom but support by management

“I have a lot of freedom. So as long as I save money in the 
interest of the company and keep the production running, I 
can decide many things. And my bosses and superiors trust 
me and my experience and knowledge.” [#5 CleanComp.]

“In this organization, you have a very high degree of free-
dom, you can achieve a lot, you can decide a lot.” [#18 
VentilatorComp.]

Independent decision-making

“For myself, I like a lot of personal responsibility. I prefer a 
long leash and I am also willing to give these degrees of 
freedom to someone else.” [#7 ColorComp.]

“That I have a great degree of freedom to make decisions. I 
don’t have to get everything approved and coordinated, but 
I really do have a lot of leeway in my team, where I can 
decide for myself what I can do.” [#17 HotelComp.]

“To see how you can bring such an area forward through 
your own activities is what I enjoy. Together with the high 
degree of creative freedom at various points to influence 
this.” [#8 ColorComp.]

Variety in the daily work
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Table 2  (continued)

Quotes 1st Order codes 2nd Order categories

“Family is the center of my life. I have two kids. I’m married. 
Sure, so I like my job. It’s important that you like it. But I 
always say that a job is for working life, a family is for life, 
ideally.” [#11 FormComp.]

Family has priority over business life Blending of private and professional life

“My personal life is a bit more important at the moment. I 
just became a father. Maybe I would allocate 40% of my 
time to the family at the moment. Or maybe the family 50%, 
45% to the job, and the rest I would give to leisure time.” 
[#10 FormComp.]

“I think the job is important, but the private life is more 
important to me.” [#17 HotelComp.]

“Since I really enjoy my work very much, I definitely dedi-
cate half of my time to work. Yes. And the other half is 
shared by family and friends.” [#6 CleanComp.]

Focus is on work

“I dedicate the main part of my time to work. Let’s say 60% 
work, 20% family, 20% friends.” [#13 FormComp.]

“I like doing my job. This is not a dramatic problem for me. 
Sometimes I think about work at home or I talk to my hus-
band about work.” [#14 GlasComp.]

“If I really wanted it, I could dedicate more than 50% of my 
time to family and friends. But normally the business is 
a bit more than family and friends. And it is exactly this 
balance which one needs to fight for. I also tell this to my 
employees. We found a solution in our organization: flexible 
working models. And we consider this as important. […] 
Even the managing family member who is travelling for 
business 100% finds time to harvest grapes in his own wine 
yard.” [#3 CleanComp]

Work life balance is important

“I still want to have a bit of separation between private and 
professional life.” [#18 VentilatorComp.]

“[…] we not only work as team, but we also spend our free 
time together. […] I could not work in isolation. For me, 
personal relationships are very important and the organiza-
tion provides me these relationships, which makes me very 
happy.” [#19 VentilatorComp.]
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Table 2  (continued)

Quotes 1st Order codes 2nd Order categories

“Yes, my values are reflected by the ones of the organization. 
We had a value project two years ago […] and I agree with 
all these values in one way or the other. I can identify with 
them very strongly.” [#10 FormComp.]

Personal values match company values Shared values with founding family

“I couldn’t work for a company whose products I’m not 
convinced of. […]. This is simply something where you 
have to be able to identify with your own values. And with 
this company I succeed in doing this almost 100%.” [#3 
CleanComp.]

“Yes, my values and the one of the organization are congru-
ent. Otherwise I would be unhappy in the long run.” [#6 
CleanComp.]

“My personal values are actually not far away from the com-
pany’s values.” [#9 FormComp.]

“For me, the topic of teamwork, the topic of togetherness, 
the topic of appreciating each other is really important. 
It actually also fits in with the fact that you don’t try to 
do something individually, you are a team, you have the 
same opinion and you actually want to achieve something 
together.” [#11 FormComp.]

Teamwork

“So for me team orientation is absolutely important.” [#15 
GlasComp.]

“I believe that I am relatively competitive in my basic 
attitude. However, this is combined with possibly old-fash-
ioned values.” [#10 FormComp.]

Traditional value system

“I do need a certain level of leadership for myself. I also need 
to be able to trust my managers to know what the future 
holds. If everyone had a say, I would have the feeling that a 
lot of dilettantes.” [#5 CleanComp.]

“The fourth value is transparency for me. We are a large 
team and you cannot focus on everyone all the time. […] 
Transparency helps to communicate with each other and to 
address pain points. You know what the other person thinks 
and feels.” [#15 GlasComp.]

Transparency and loyalty

“Loyalty is a big word, but I think I really felt like a part of 
the companies I have been working for. I want to be seen in 
the best light and I want to help the organization. If you can 
combine both aspects, you can support your own career and 
the interests of the organization. This is important to me. 
And I think this is loyalty.” [#11 FormComp.]

“Yes, it is important to work in a reliable environment. To 
work independently is also important to me.” [#13 Form-
Comp.]

Trust and engagement

“Then in any case reliability is important. This is a value for 
me where I say the employees can rely on me, if they have 
a topic, they can always come to me. And the other way 
round, I say that people can rely on my employees, if they 
tell me that, then that’s the way it is. We need to trust each 
other.” [#15 GlasComp.]
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the organization. If you can combine both aspects, 
you can support your own career and the interests 
of the organization. This is important to me. And I 
think this is loyalty. #11, Channel Manager, Form-
Comp.

Loyalty from the organization towards employees was 
also frequently mentioned, for example:

The family business is very strongly influenced by the 
advisory board, by the family, and has a long-term 
perspective. They don’t just look at profits in the short 
term: they are long-term oriented […]. Also, they are 
loyal and take the employees with them. To me, this 
is very special. #12, Head of Global Sourcing, Form-
Comp.

Thus, our first proposition is as follows:

Proposition 1 Individuals identify strongly as an employee 
of a family firm if they have freedom of decision, blend their 
private and professional lives, and share values with the 
founding family.

Identification with Perceived Family Firm 
Characteristics

Our data also reveal that individuals, as part of their identity 
work, not only identify as family firm employees, but also 
with perceived family firm characteristics. We found three 
family firm characteristics that principally affect employ-
ees’ identity work and ethical decision-making: (1) found-
ing family values; (2) long-term orientation and socioemo-
tional wealth; and (3) founding family visibility within the 
organization. Table 3 displays exemplary codes and quotes 
for these three family firm characteristics.

(1) The values of the founding family: As described, val-
ues shared with the family firm are crucial for an indi-
vidual to identify strongly as a family firm employee 
(value congruence). Our analysis also shows that the 
values lived and emphasized by the founding family 
shape employees’ identity work. This goes beyond 
value congruence. The founding family’s values form 
the normative framework (i.e., the value system) in 
which employees operate. Employees perceive how 
strongly the founding family takes care of and focuses 
on the employees within the organization. In this con-
text, most of our interviewees mention that their com-
pany culture is shaped by the founding family, which is 
reflected in a strong sense of care for the organization. 
As one interviewee phrased it:

 It [i.e., the identity] is still characterized by the 
founder family. Their spirit is still in every corner 
of the organization. #3, Head of Direct Export, 
CleanComp.

  Furthermore, the humility of the founding family 
impresses most of the interviewees. They character-
ize the family as down-to-earth, humble, and very 
approachable by all employee levels. With this behav-
ior, the founding family often acts as a role model for 
employees. Local roots are important to many founding 
families and they promote local connectedness, which 
makes employees proud to work for the organization. 
These values, which are closely linked to the private 
life of employees, support employee identification with 
the firm and create a sense of belonging. As one inter-
viewee stated:

 The close connection with the region is impor-
tant. We have our roots here. The founder family 
wants to provide consistency to the region and the 
employees. And our company culture emphasizes 
the closeness to the founder family. #14, Head of 
Marketing Communication, GlasComp.

  This connection between the managing family and 
their employees helps establish trust, which is prob-
ably the most important value because it facilitates 
identity work and thus identification with the organi-
zation. Employees who feel connected to the manage-
ment team or owner trust the executives’ decisions and 
strategic directions. They feel responsible for organi-
zational decisions and behavior because they do not 
want to disappoint the family’s trust. Trust acts as an 
informal management mechanism in family firms; it 
guides employee behavior and decision-making.

(2) Long-term orientation and socioemotional wealth: 
We conclude from the interviews that family firms’ 
long-term orientation very strongly contributes to 
employees’ identification with the organization. Long-
term orientation promotes trust in the organization as 
employees perceive long-lasting career opportunities. It 
is thus also important to identify with the family firm’s 
tradition and different family generations when identi-
fying with the organization. One interviewee states:

 So, you still experience that the bond to the com-
pany is very strong. […] Now the generation of 
the founder’s son and his siblings manage the 
organization. They are very present in the organi-
zation and so is their history. #12, Head of Global 
Sourcing, FormComp.
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Table 3  Identification with perceived family firm characteristics

Quotes 1st Order codes 2nd Order categories

“For me, it matters that it’s still family-run. The founder’s 
wife—at 87 years—is still very committed to the organization. 
She still makes speeches at events and says how important the 
family is, how important the support of a partner is, even if you 
work a lot. And she still transports the family’s values, like the 
importance of the health and the family.” [#1 CableComp.]

Family with great visibility in organization Visibility of founding family

“The founder is still part of the board of directors. And he’s just 
out and about in the house and sometimes bursts in somewhere. 
Also he cares for the topics which are relevant for the organiza-
tion and tells what he thinks about critical issues. Sometimes 
you get a scanned, handwritten letter from him.” [#7 Color-
Comp.]

“The owner family lives for the company with body and soul. 
The company is the lifework of the family and you can feel it. 
You can feel it totally. We have short decision paths. If I need 
to talk to one of the family members, I could always call them.” 
[#15 GlasComp.]

“The family creates some closeness for the people and a kind 
of identification. Because you do not only meet formally in 
the company, but also informally. For example, on a Saturday 
afternoon at a soccer match.” [#14 GlasComp.]

Family present inside and outside the company

“I feel the family presence in my daily work when it comes to 
topics that move the family very strongly, such as an important 
trade fair which is now coming up. This is also a very impor-
tant topic for the family, because you also represent yourself 
externally.” [#12 FormComp.]

“I perceive a certain openness in the organization. And this open-
ness supports short communication paths. For example, the 
founder’s son was present in my second interview round with 
the company. He is also very present at the trade fairs of our 
company. And I also attended a conference with the founder. 
There he impressed me with his level of operational readiness 
in technical meetings and him continuous interest in our day-to-
day operations.” [#19 VentilatorComp.]

Family very present in day-to-day business

“Of course, the owning family sometimes is involved at a dif-
ferent level than a pure external management team would be. 
Sometimes the founder gets involved in topics you simply can’t 
believe. […]. For example, he decides about the design of the 
packaging of our new product launch.” [#8 ColorComp.]

“Well, for one thing, they’re just really present in many places. 
So they are not silent partners in the background, but they are 
really active in the operative business. Currently, three family 
members are officially in management positions.” [#2 Cable-
Comp.]

“The family always invests the money back into the company. 
They could have a yacht in St. Tropez, five holiday homes and 
a private jet. Not at all. The founder’s son cycles to the office in 
the summer and drives a B-class. So really down-to-earth peo-
ple. They also say they don’t see the company as their property, 
but as an obligation to continue, to preserve it, to grow as much 
as possible. And this spirit, this attitude, of course, helps us all 
tremendously.” [#3 CleanComp.]

Family’s money stays within the organization Long-term orientation and 
socioemotional wealth

“Then as now, inventiveness, a feeling for the right economic 
decision at the right time and responsibility for the safety and 
well-being of people and the environment were in the fore-
ground” [Sustainability brochure, ColorComp.]

Based on tradition
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Table 3  (continued)

Quotes 1st Order codes 2nd Order categories

“Down-to-earth. Open-minded. We want to be big, but you still 
want to show where we come from. We want to be in the little 
village where we have our headquarter and not somewhere 
in Ulm or Stuttgart or Munich. We want to be constant. We 
are proud of what we have achieved and we want to help our 
customers with this knowledge.” [#11 FormComp.]

“We are aware that our goal as a company to become a model 
of sustainability in our industry in Europe cannot be achieved 
overnight.” [Sustainability brochure, ColorComp.]

Long-term orientation

“Well, the family’s name is well known, as it is the same as the 
company’s name. This name is used in our day to day language 
and has also an entry in the dictionary.” (#6 CleanComp.]

“We want to grow, we also plan growth as a long-term goal and 
communicate this accordingly within the company. This means 
that everyone must or should contribute to this strategy accord-
ingly. That means that you know what the long-term goals 
are and what the individual projects are, which are built up in 
sub-projects, what is the big picture of the strategy and where 
does the company want to go in 4–5 years. So in this respect 
relatively transparent also in terms of the figures and also in 
terms of the goals I would say.” [#13 FormComp.]

“Sustainable management is an essential part of the corporate 
culture. The family-owned company stands by this social 
responsibility.” [Code of Conduct, CleanComp.]

“The founder family supports a Kindergarten for the employees’ 
kids to ensure that there are cared for. Also they established 
flexible working tomes and home-office. When we had a 
nursing case at home, we could also get support and informa-
tion from an organization with that our company established a 
cooperation years ago.” [#2 CableComp.]

Socioemotional wealth

“I think it’s important that the company has values and that 
sometimes the heart has a stronger say than pure numbers. 
This may not always make sense financially, but I think it’s 
important in the long run that the family’s philosophy stays in 
the organization.” [#11 FormComp.]

“Of course we want to make profit and want to become better 
and better. But in contrast to large DAX companies, we are 
not focused on short-term quarterly numbers. If an investment 
only pays-off in 2, 3, or 5 years this is all right. If you know 
it. […] We are not forced to look for short-term profits, but to 
establish a solution which is sustainable in the long run.” [#2 
CableComp.]

“So, what I do believe is that the appreciation of the employee 
within our company is different from that of the large corpora-
tions. Even if the figures were bad in the past, there was no 
hiring freeze or a wave of layoffs. But the founder family 
consciously said no, the last thing we do is kick out our good 
employees. So you can already see that there is esteem.” [#7 
CleanComp.]

Employee focus Values of founding family

“For me, the identity of the firm is on one side the values, which 
are derived from the family. […] We want to ensure safe jobs 
for our 15.000 employees, we want to invest and grow stable. 
This for me is our identity.” [#10 FormComp.]

“The founder’s wife told us how important it is that one is 
healthy. The most important thing, she said, is a family which 
supports oneself. Because you can also have as much energy at 
work as you get from your family.” [#1 CableComp.]
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Table 3  (continued)

Quotes 1st Order codes 2nd Order categories

“But I would describe them [founder family] as very down-to-
earth and humble. And what I respect and think is good is 
really […] they just stayed and live here in the region. And 
also that he wants to keep the main location here on site. It is 
a real commitment to the region and the employees. Also, the 
founder’s son says what he thinks and he is very sympathetic 
and well connected in the organization—he almost knows 
everyone by name.” [#20 VentilatorComp.]

Humble

“When you eat in the canteen you often meet the founder. He 
would sit with the technicians or other employees. He has lunch 
with everyone. For me this is a sign that he is down-to-earth. 
Different than other company patriarchs. […]. He and his sister 
are very open persons. Very sociable, and intelligent.” [#3 
CleanComp.]

“I am sure we are perceived as family firm by the public. We are 
perceived as harmonic organization with focus on solidar-
ity and not on short-term profits like DAX-companies.” [#6 
CleanComp.]

“The fact that you are present as family business in our rural 
region is another way of creating an identity. Identity in a sense 
of being present, caring for and knowing the people in the 
region. If the company wasn’t there, the place would probably 
be pretty dead and here’s the company’s identity that keeps the 
place alive.” [#14 GlasComp.]

Local connection

“The close connection with the region is important. We have 
our roots here. The founder family wants to provide consist-
ency to the region and the employees. And our company 
culture emphasizes the closeness to the founder family.” [#14 
GlasComp.]

“The family cares how the organization is perceived by external 
stakeholders. […] The family is committed to further produce 
in Germany.[…]. This is an important message.” [#12 Form-
Comp.]

“To make that point again: in my view, the link to the founder 
family is less important for the new employees. However, it 
should be important because most of our actions and values 
like visiting customer fair, emphasizing strong relationships 
among employees, etc. are originating from the founding fam-
ily. These values are lived but the link to the founder family is 
fallen into oblivion over time.” [#9 FormComp.]

Organization linked to founder’s identity

“I believe that the founder’s influence is still high. He still lives 
in the organization and shapes it via his value system.” [#13 
FormComp.]

“The values of the founding family stand for the people aspect in 
the organization.” [#18 VentilatorComp.]

“When the founder makes a Christmas speech he usually talks 
about family, children, time with the families and so on. That 
one must appreciate these moments. Extremely rarely he 
says anything about numbers, dates, facts. That is left to our 
management. There is already the feeling that there is a family 
in the background, which still takes care and that the people do 
not only care about the work.” [#5 CleanComp.]

“The family gives us the freedom to define long-term strategies. 
Our current strategy is set-up with a 10-year time horizon. Try 
to have such a planning horizon in a public company where you 
need to report every half year and then probably do something 
new.” [#3 CleanComp.]

Trust
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  In line with long-term orientation and tradition, soci-
oemotional wealth—that is, the focus on goals other 
than firm financial performance (Gómez-Mejía et al. 
2007)—is an important identification characteristic 
of family firms. One of the companies in our sample, 
for instance, highlights in their code of conduct that 
sustainability is part of the firm’s DNA: “Sustainable 
management is an essential part of the corporate cul-
ture. The family-owned company stands by this social 
responsibility” (Code of Conduct, CleanComp). One 
interviewee emphasizes the importance of the family 
philosophy besides financial performance: 

 I think it’s important that the company has values 
and that sometimes the heart has a stronger say 
than pure numbers. This may not always make 
sense financially, but I think it’s important in the 
long run that the family’s philosophy stays in the 
organization. #11, Channel Manager, FormComp.

(3) Visibility of the founding family: The presence and 
visibility of the founding family in the organization and 
day-to-day business influences the employees’ percep-
tion of the organization. The more visible the founding 
family is, the more employees identify with them:

 For me, it matters that it’s still family run. The 
founder’s wife—at 87 years—is still very commit-
ted to the organization. And she still transmits the 
family’s values, like the importance of the health 
and the family. #1, Customer Communication 
CableComp.

  The founding family’s presence impresses many of 
the interviewees. Such visibility supports employee 
identification with the family and the organization. As 
one interviewee states:

 Of course, the owner family sometimes is involved 
at a different level than a pure external manage-
ment team would be. Sometimes the founder gets 
involved in topics you simply can’t believe. […]. 
For example, he decided about the design of the 
packaging of our new product launch. #8, Product 
Manager ColorComp.

This discussion of our findings suggests the following 
proposition:

Proposition 2 Family firm characteristics—such as val-
ues of the founding family, long-term orientation and soci-
oemotional wealth, and the visibility of the founding fam-
ily—strongly shape the identification processes of employees 
with the organization.

Coping with Ethical Decisions

The identity work of family firm employees also leads to a 
certain perception of ethical situations. Our data analysis 
shows that the family firm employees in our sample mostly 
have a common understanding of ethics, which reflects the 
company’s values, as well as general Christian values. When 
ethical issues occur, an employee’s identification with the 
organization and with the founding family often forms the 

Table 3  (continued)

Quotes 1st Order codes 2nd Order categories

“For me as employee, family business means a strong culture that 
is driven by family values on the one hand and organizational 
culture on the other. This means that the entrepreneurial aspect 
is not neglected. Also, short-term trends or return targets are 
not made on a quarterly basis, but the owner family has the 
strength and the will to pursue a topic for a longer time.” [#10 
FormComp.]

“We treat each other honestly. For example, I very rarely had 
to deal with intrigues or with someone being dishonest. 
Such behavior does not stay in the organization for long. The 
organization is so strong, we sweat it out. And that is very, very 
helpful. Because in many companies, it takes so much energy 
away from the actual business. Some people don’t care about 
anything else anymore. This is a big advantage in our family 
firm.” [#3 CleanComp.]
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basis for decision-making: Employees take into considera-
tion how the founding family would decide and what would 
be best for the family firm. Their own identity also plays into 
the decision, as employees need to feel comfortable. One 
interviewee explained:

If you can sleep well at night. It doesn’t matter what 
kind of decision you have to make, but you have to feel 
comfortable with it. If I can bring this together, then 
I think it’s ethical or moral. #11, Channel Manager, 
FormComp.

How family firm employees cope with ethical decisions 
thus appears to be influenced by a synthesis of how the 
two roles—private and professional (with strong links to 
the organization)—interact. We already revealed that fam-
ily firm employees identify with the organization, so there 
is largely no mismatch between their own ethical aware-
ness and motivation and that of the organization. This helps 
employees evaluate what is right and what is wrong. Table 4 
provides an overview of exemplary codes and quotes; it sum-
marizes different situations in which family firm employees 
are faced with ethical situations and how they react.

Family firm employees also encounter ethical situa-
tions opposing their own and the company’s values. If trust 
towards customers and coworkers is betrayed or employees 
are dishonest, this is perceived to be unethical. One inter-
viewee provided the following example:

Well, I’m making a promise I can’t keep. And, the 
worst part is, I’m not gonna be open with you and say 
it. […] So, if I promise you’ll get the list by Friday and 
know that I just can’t do it, then I’d better let ou know.” 
#17, Head of Marketing Europe, HotelComp.

Employees recognize such behavior goes against the com-
pany’s values, but they also affirm that it is not tolerated in 
the organization. Individuals engaging in such activities are 
excluded from the organization very quickly. Often, there 
is not even a formal process for this, but as such behavior 
counters the internal value system, the organization applies 
its own informal measures. One interviewee described the 
following:

Whoever’s doing this [corruption] is gonna be out of 
the organization pretty soon. And by the organiza-
tion itself. Well, sometimes these things happen, for 
example a new employee comes in and you as the boss 
might not notice it at all, but he is totally arrogant, and 
he is such a know-it-all and he messes around with 
everything. The organization sweats him out, honestly. 
We’ve had cases like this before. They might stay a 
year, but that’s as long as they stay. Then suddenly 
they’re gone again. It’s very rare that a guy like that 
that doesn’t fit into the organization, that he stays in. 

That is very rare. #3, Head of Direct Export, Clean-
Comp.

Thus, our final proposition is:

Proposition 3 The identity work of an individual towards 
(1) identifying as a family firm employee and (2) identifying 
with family firm characteristics influences how employees in 
family firms cope with ethical situations.

Discussion

Our research explores how an employee’s identification with 
a family firm shapes ethical decision-making processes. 
Drawing on identity theory, we uncovered two main identi-
fication processes: individuals engage in identity work when 
they identify (1) as individual family firm employees and (2) 
with perceived family firm characteristics. These two iden-
tification processes shape how individuals approach ethical 
situations in business contexts.

Theoretical Implications

We now present our contributions to ethics research, the 
broader identity theory literature, and family business 
research. First, with our findings, we make a valuable con-
tribution to ethics research by expanding our understanding 
of the roots of ethical decision-making in family firms. Our 
article provides the most rigorous articulation of the iden-
tification mechanisms that shape how employees cope with 
ethical (dilemma) situations. As illustrated by the diverse 
examples throughout the article, the perception of ethical 
situations is influenced by the identity work of employees. 
We used qualitative research techniques to create a concep-
tual model that explains how individuals engage in identity 
work and how this, in turn, influences how they cope with 
ethical situations. Our sample consisted of German family 
firms. Given that individuals themselves, not organizations, 
make moral choices (Stead et al. 1990), it was important to 
apply an individual-centric perspective in our research. How 
individuals cope with ethical situations in general is shaped 
by their personal values, beliefs, and ideals (Astrachan et al. 
2020), while how they cope with ethical situations in busi-
ness contexts is shaped by their socialization into an organi-
zation (Stead et al. 1990). Our study shows that employees 
of family firms aim for high congruence between the found-
ing family’s values and their own. Employees are embedded 
in an organizational background against which they con-
struct subjective meanings and experiences, which helps 
them identify with the firm (Alvesson et al. 2008). They 
blend their personal and professional lives, which increases 
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Table 4  Coping with ethical situations

Quotes 1st Order codes 2nd Order categories

“Yeah, sure. There’s a code of conduct. It’s about things like we don’t take or 
make bribes, of course. These are of course not only ethical, but also legal 
issues. Although, I must honestly say, I myself have never had such an issue. Of 
course, if you have a budget to allocate, as in my case for advertising and PR, 
you’ll naturally get Christmas presents or something similar.” [#2 CableComp.]

Behavior towards clients Ethical dilemma situations

“Well, I’m making a promise I can’t keep. And, um, the worse part is, I’m not 
gonna be open with you and say it. Because often it’s like this, I promise 
something, I don’t know, in 10 days you’ll have your goods, but I realize that 
this doesn’t work at all and then I wouldn’t let you know at all. I think it won’t 
work then. So I’d rather call you again, pick up the phone and let you know. 
And there are many topics, of course also internally. So, if I promise you’ll get 
the list until Friday and know that I just can’t do it, then I’d better let you know 
again.” [#17 HotelComp.]

“So for example prices. Of course, if you have your own goals, for example, if I 
realize that I have to go too low, it is of course stupid. But this I discuss with 
colleagues and superiors to see whether it is feasible, whether it is justifiable, 
whether I can make up for the loss in another place.” [#4 CleanComp.]

“Russian sanctions, these are of course issues where you have to consider how 
to do something like that. When the media calls and says, yes, we would like 
to do something now, you also have business with Russia, sanctions and so on, 
how do you deal with it or in Iran, how do you do it. Then of course we already 
have points somewhere here, where you have to say, do we really want to be in 
focus? Because that is shit compared with business with America, although in 
the end we have to say, yes, there is a contract that has been signed, but we still 
have to do the business that brings us more. And we do not want to jeopardize 
that. Sometimes you have to weigh up the pros and cons.” [#18 Ventilator-
Comp.]

“Do we now want to focus on specific systems or products, even though we know 
that we will achieve better results with other systems that may not yield such 
high margins? These are frequent questions that a product manager is faced 
with. Of course, you don’t always decide for the best, but often for the one 
where the company performs best. But to be able to look in the mirror in the 
evening and say that was not unethical. That’s what I’m trying to represent or 
to say, no, we’re not taking that step now, even if it’s a promising market or a 
promising product. Rather, we are remaining true to our line. For example with 
a product that has a raw material in it, that is sold on the whole market, that is 
considered carcinogenic. And it is actually decided in a vote that we will be the 
only ones to take it off the market, and we will lose sales. But since we don’t 
want to represent that something like that is being processed in our name. So 
these are just decisions like this where ethics are concerned.” [#7 ColorComp.]

“And, of course, if we know that the price is far too low, that the supplier can 
survive with it, that is also an ethical decision to say that we do not support this 
supplier. Because we cannot accept it for this price, because we know that in 
the medium term it will ruin the supplier. We also always tell our suppliers that 
we do not actually want to be responsible for 90% of their turnover, because on 
the one hand, of course, this gives them an enormous negotiating leverage, and 
on the other hand, if we want to withdraw our business from them, then they 
are actually facing ruin, and that is something we want to prevent in general.” 
[#3 CleanComp.]

Ethics focus on supplier

“I define unethical behavior as acting against requirements with full conscience. 
[…] For example, if I would say that everything is fine at one supplier when in 
fact it is not. This would be a no-go for me.” [#17 GlasComp.]

“But it’s not just my department, but across teams: For innovation projects we 
have a very clear process of how an innovation project has to run. And it’s the 
team that takes a cross-functional look at it. Has the developer done all the 
necessary checks? In the past, you might have said that we first go to the market 
and follow up the tests. Or that the purchasing department checks whether all 
certificates are available for all raw materials, for example. Of course, such tests 
have been done in the past. But maybe not with the intensity you do now.” [#7 
ColorComp.]

Organization does not tolerate 
unethical behavior
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their sense of belonging to the family firm; this sense of 
belonging leads to a strong identification as a family firm 
employee and as a member of the organization. These two 
processes of identification stimulate each other and shape 
how an individual employee copes with ethical situations 
(as illustrated in Fig. 1). Overall, this is an important step to 
bridge the two perspectives of identity and ethical behavior 
(Dieleman and Koning 2020).

Second, we add to the rich existing theoretical literature 
on identity work. We analyzed how individuals identify as 
family firm employees and with perceived family firm char-
acteristics. As extant research reveals, the forms of iden-
tity work vary (Ibarra and Barbulescu 2010), and with our 

research we highlight two important forms of identification 
processes within family firms as part of employees’ ongoing 
identity work. We do this partly by providing more details 
on the interplay between individuals, their identification 
as family firm employees, and their identification with the 
organization. We thus especially extend research on identity 
work by revealing how individuals establish their identity 
as a family firm employee. We also focus on externally ori-
ented identity work, which is influenced by family firm char-
acteristics. It has long been accepted that individuals need 
to negotiate their social identities (which result from, e.g., 
organizational memberships) and their personal identities, 
but little is known about the underlying process (Kreiner 

Table 4  (continued)

Quotes 1st Order codes 2nd Order categories

“Anything with dishonesty in it. A lie to omit something is always one of those 
things. If it really is the basis for the other person, I find it critical if I conceal 
something from him that he needs to know in order to be able to make the deci-
sion properly. As long as it is something where I say that it is really detached, 
then it can work for me. Um, like I said, clearly where someone is harmed in 
the end. Whether it’s through a lie or really not informing them. or to really 
decide to his disadvantage.” [#8 ColorComp.]

“Whoever’s doing this is [corruption] gonna be out of the organization pretty 
soon. And by the organization itself. Well, sometimes these things happen, for 
example a new employee comes in and you as the boss might not notice it at 
all, but he is totally arrogant and he is such a know-it-all and he messes around 
with everything. The organization sweats him out, honestly. We’ve had cases 
like this before. They might stay a year, but that’s as long as they stay. Then 
suddenly they’re gone again. It’s very rare that a guy like that doesn’t fit into the 
organization, that he stays in. That is very rare.” [#3 CleanComp.]

“Yes, well, unethical behavior is actually anything that violates any ethical prin-
ciples. Whether it is a business background or a scientific or personal one, it 
doesn’t really matter. But anything that contradicts our values or norms, norms 
may be wrong, but values that contradict values, that is actually, that is actually 
unethical behavior. And we are also very allergic to this, I must honestly say. I 
have just now such a case on the table, where we had a lot of phone calls with 
our managing directors from the USA. There had been rumors that one of our 
coworkers spread anti-democratic slogans. And I spoke with this person.” [#3 
CleanComp.]

“I experienced a situation where an indirect supervisor put a lot of pressure on 
me. We had an issue with an employee and he wanted me to fire this employee. 
For me this was at the boundary—the pressure was higher in this organizational 
situation than if I would have decided all by myself.” [#11 FormComp.]

Unethical behavior of employees

“We once had to let an employee go because we realized that he was betraying 
us. That was certainly not so easy, because the decision is not made easily.” [#3 
CleanComp.]

“In personnel decisions it is always a dilemma. Because it is always the question, 
for example, can I develop the employee to where I want him to be? Or do I 
have to part with him without knowing what comes next or who will follow. 
I think that’s always a bit of a dilemma, even if you have an employee who 
doesn’t perform as well as you would like him to. The question, what can you 
get out of it or should you split up.” [#17 GlasComp.]

[Situation: Management asked interviewee in her former role as internal audit to 
make up things about another employee such that management would have a 
reason to set this employee free]. “It happened to me once or twice that I had 
the feeling that they [management] wanted to use me or my role for something 
in the gray zone—I always refused.” [#16 HotelComp.]
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et al. 2006). Our model provides insight into the very pro-
cess of identification. Identity theory in particular allowed 
us to explore how employees identify with their family firm. 
Our conceptual model illustrates the drivers behind such 
identification processes. Our analysis especially emphasizes 
an important set of family firm characteristics that shape 
family firm employees’ identity work. As such, the article 
extends theory on identity work by demonstrating the facets 
of two of its forms in family firms.

Third, we add a new facet to research on family firms. 
Assuming an identity theory perspective, we also respond 
to recent calls in family firm research to integrate the “theo-
retical and empirical insights from psychology to further 
advance our knowledge on family businesses” and to lever-
age the potential inherent in such analyses (Kammerlander 
and Breugst 2019, p. 222). With our study, we also extend 
the findings of Vazquez (2016), who identified three critical 
aspects of ethical behavior in family firms: “involvement of 
the owning family, socioemotional wealth, and typical social 
interaction” (p. 705). Moreover, we connect to Dieleman and 
Koning (2020), who were among the first to bridge identity 
work and (un)ethical behavior in the context of family firms. 
We also expand past research that often investigated the indi-
vidual employee or the organizational context of family busi-
nesses in isolation (Treviño et al. 2006). We incorporate not 
only the individual employee, but also characteristics of the 
(founding) family and the firm. This approach relates to a 
more unified systems perspective, which “views the family 
business as a meta-system of the family, the business, and 
the individual members” (Knapp et al. 2013, p. 333). This 
unified perspective allows us to acknowledge how individual 
factors (e.g., personal values) enhance or diminish the value 
of organizational factors (e.g., founding family values) for 
ethical decision-making—and vice versa.

Practical Implications

As ethical (mis)behavior causes substantial financial and 
reputational damage to businesses, sustaining ethical opera-
tions is of utmost relevance for practitioners (e.g., Fichter 
2018; Kvalnes and Nordal 2018; Lin-Hi and Blumberg 
2018). Thus, our findings are valuable for general manage-
ment as they reveal how unique family firm characteristics 
influence employee approaches to (un)ethical decision-
making. To some extent, it is still the individual person who 
exerts moral responsibility in such situations, driven by own 
personal values, norms, and beliefs. However, our study 
highlights that individual employees’ identification with 
family firm characteristics shapes how employees behave in 
ethical situations. Our study emphasizes that ethical deci-
sions are always embedded in an environment. Ethical deci-
sions in business contexts are thus always embedded in an 
organizational framework. Our research suggests that family 

firms should actively shape this organizational context to 
foster or maintain ethical behavior. For instance, employees 
of family firms should have access to and a good understand-
ing of the family firm’s value system. This is necessary for 
individual employees to be able to compare their personal 
values with those of the firm and to determine whether they 
behave (un)ethically according to the family firm’s value 
system.

The visibility of the founding family as well as the long-
term orientation and socioemotional wealth perspective are 
further important aspects that help employees to identify 
strongly with the organization. Our interviews reveal that 
it is highly important for employees to see members of the 
founding family or later generations in the C-suite or on the 
board of directors. Family firm employees furthermore strive 
to blend their private with their professional lives, which 
hints at another practical implication: firms could actively 
offer infrastructure (e.g., kindergarten, fitness facilities) 
or events (e.g., team building) to facilitate such blending. 
In sum, we find that the unique family firm characteristics 
function as an informal management mechanism that shapes 
employees’ approach to (un)ethical situations.

Research Limitations and Future Research

We arrive at novel and valuable insights into the relation 
between identification processes and ethical decision-mak-
ing in family firms. In terms of the generalizability of our 
research—it was our primary focus to obtain an insightful 
and rich understanding of ethical behavior in family firms. 
Therefore, we started with a well-selected data set, which 
is in line with current standards (e.g., Salvato and Corbetta 
2013). However, we acknowledge the interviews conducted 
with a sample of 19 family firm employees allow only lim-
ited interpretations of the connection between identity and 
ethical behavior. Given that our study is limited to German 
family firms, our findings could be subject to bias due to the 
single-nation focus. Each nationality and culture has differ-
ent values, and individuals’ ethical awareness could be influ-
enced by their cultural background. To gain a more detailed 
understanding, we suggest taking our research as a basis to 
explore further the family firm’s unique characteristics and 
ethical behavior against other cultural settings. For instance, 
Cruz (2020) has recently revealed contradictions between 
family and external expectations of Corporate Social 
Responsibility reporting measures in Latin American fam-
ily businesses. From an ethics perspective, we did not assess 
examples of (un)ethical behavior. An (objective) assessment 
and evaluation of actual (un)ethical behavior is an important 
next step to interpret whether or not the approach to an ethi-
cal situation is congruent with the underlying value system.
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We also call for future research to examine the tempo-
ral dimension of identification, an important facet which is 
rarely studied. As our results show, identification is not static 
but dynamic in nature. Identification processes involve many 
aspects, both on the individual and organizational level. 
Identifying with an organization and its values is an ongo-
ing journey for employees. Some parts of an individual’s 
identity even evolve along with the sense of belonging to an 
organization, which needs further investigation (Knapp et al. 
2013; Kreiner et al. 2006).

Future research could also explore the impact meaning-
ful work has on the ethical decision-making of family firm 
employees. Employees are highly motivated to engage in 
meaningful and long-lasting work. Scholars could thus com-
bine the ethical behavior literature with the research stream 
of meaningful work to gather insights (Bailey et al. 2019; 
Lysova et al. 2019). The meaningfulness of work is an indi-
vidual evaluation of the personal fulfillment derived from 
the roles and tasks employees perform (Kreiner et al. 2006), 
and the perspective of meaningful work could shed light on 
why employees perceive some ethical situations and how 
ethical awareness alters with the perceived meaningfulness 
of the work.
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