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Abstract

This study uses survey data from top managers to explore how operational (e.g.,
cost types and cost center accounting) and strategically oriented (e.g., strategic and
business planning) management accounting (MA) practices, diagnostic and interac-
tive use of performance measures, and cultural controls are combined (management
control package) to achieve high firm performance in family businesses (FBs). In
previous research, such management control (MC) packages have received limited
attention even though they offer an opportunity to reveal more information on the
adoption of MA practices, use of performance measures, and MCs in FBs than anal-
yses of individual control mechanisms. We chose a qualitative comparative analysis
(QCA) because this method allows for explicitly addressing the three major chal-
lenges of configurational theory: asymmetry, conjunctional causation, and equifinal-
ity. By applying QCA, our study identifies six equifinal MC packages (i.e., differ-
ent configurations of MA practices, types of use, and cultural controls with similar
associations with firm performance) and, thus, provides an exploratory approach to
describe more complex MA and MC designs that are empirically observable. By
further analyzing these MC packages with additional information on the intensity
of competition, the intensity of attention focusing, the interpretation of information
by top management, and the organizational culture, this study extends the existing
literature on FBs. The key finding of our analysis is that, regardless of their busi-
ness environment, successful FBs place a very strong emphasis on cultural controls
and/or have a high degree of interactive use of performance measures to steer their
business.
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1 Introduction

Management accounting (MA) and management controls (MCs) enable more effec-
tive management of businesses and, thus, are considered essential elements and
crucial factors in the creation of a competitive advantage and, ultimately, firm per-
formance (Simons 1995; Chenhall 2003). “MA refers to a collection of practices
[...]1”! (Chenhall 2003, p. 129). In our study, we define MA practices as operational
(e.g., cost type accounting and cost center accounting) and strategically oriented
(e.g., strategic and business planning) tools that can provide management with the
information necessary to better plan and assess actions, subsequently anticipate the
future, and support decision making (Roberts and Scapens 1985; Chenhall 2003).
The distinction between operational and strategically oriented MA practices is rel-
evant because smaller family businesses (FBs) tend to adopt more operational MA
practices, whereas larger FBs tend to adopt more strategically oriented MA practices
(see Hiebl et al. 2013). In contrast, MCs such as cultural controls are not used pri-
marily as an information system to support decisions but to ensure that employee
behavior is in accordance with the organization’s goals (Simons 1995; Malmi and
Brown 2008; Merchant and Van der Stede 2017). Cultural controls are defined as
the communication of desired and undesired behavior and the sharing of values and
norms that determine internal social conventions (Bedford and Malmi 2015; Mer-
chant and Van der Stede 2017). Despite the unambiguous role of MA practices and
MC:s in firms in general and the significant role of FBs in the global economy, espe-
cially in German-speaking countries’ (IFERA 2003; Family Firm Institute 2017;
The Foundation for Family Business 2019), the field of MA practices and MCs and
particularly their combination (i.e., MC packages) in FBs are regarded as underex-
plored (e.g., Helsen et al. 2017; Songini et al. 2018).

Previous studies have consistently revealed that FBs adopt fewer MA practices
(e.g., see the reviews by Senftlechner and Hiebl 2015; Helsen et al. 2017; Songini
et al. 2018) because a stewardship-oriented behavior has been stated as having an
essential implication for MA practices (Helsen et al. 2017). Stewardship behavior
refers to social ties between owning family and nonfamily employees that foster and
empower employees’ commitment and motivation (Zahra et al. 2008). Therefore,
the adoption of MA practices may lower stewardship behavior (Corbetta and Sal-
vato 2004). Thus, FBs adopt fewer MA practices and more aspects of social con-
trols (Helsen et al. 2017). Social controls are defined as controls that address “[...]
the emotional, non-rational, affective elements within employees” (Ray 1986, p. 288
f.) and include the core values, beliefs, and norms that comprise the manageable
aspects of organizational culture (Tessier and Otley 2012). Following this definition,
the concept of social controls considerably overlaps the concept of cultural controls.

! Chenhall (2003, p. 129) distinguishes between MA and management accounting system (MAS) by
completing the sentence “[...] while MAS refers to the systematic use of MA to achieve some goal.”
However, in our study, we do not examine MAS but only MA as a collection of practices in a package.

2 For example, depending on the definition of family controlled firms, 90% of all German firms are FBs,
and FBs employ 58% of the German workforce (The Foundation for Family Business 2019).
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Cultural controls may serve to empower employees through the definition, informa-
tion, and communication of collective norms and values in mission statements or
codes of conduct. Therefore, employees are aware of and are inspired by a firm’s
norms and values. However, most studies neglect to consider cultural controls as
crucial factors (see Dekker et al. 2015; Helsen et al. 2017; Songini et al. 2018). The
communication of clear, consistent, and guiding values shaped by the owning family
members and the attachment to the firm’s history, which often reflect the founder’s
vision, create a strong organizational culture and an advantage for the firm when
the environment changes (Hall et al. 2001; Denison et al. 2004; Zahra et al. 2008).
However, a weaker reliance on strict controls, rules, and procedures has no negative
effect on the profitability of FBs (Vallejo 2009).

Stewardship behavior fosters employee involvement, which is associated with
“[...] high levels of information exchange and social interaction [...]” (Madison
et al. 2017, p. 349). This involvement can be encouraged by the interactive use of
performance measures (PMs), which enables discussions in meetings and debates
regarding the underlying data and ties the firm together. In addition to interactive
use, Simons (1995) describes another type of use—diagnostic use. Diagnostic use
reflects the extent to which top managers use PMs to track and monitor critical suc-
cess factors. Previous research has addressed the differences between simply adopt-
ing (i.e., an MA practice is implemented but hardly used or not used at all) and
emphasizing the use of MA or MCs (e.g., Bourne et al. 2005; Henri 2006). How-
ever, limited evidence is available regarding the different types of use (i.e., diag-
nostic and interactive) in FBs (with the exception of Acquaah 2013). We measured
diagnostic and interactive use as the use of a performance measurement system with
PMs provided by operational and strategically oriented MA practices (in short, the
use of PMs).

Although much has been learned about MA practices and MCs in FBs, an under-
standing of the association among the adoption of MA practices, the two types of
use, and cultural controls is lacking because these control mechanisms have been
analyzed individually (e.g., Daily and Dollinger 1992; Filbeck and Lee 2000; Blu-
mentritt 2006; Garcia Pérez de Lema and Duréndez 2007; Speckbacher and Wentges
2012; Dekker et al. 2015). However, MA practices and MCs are not isolated mech-
anisms (Dent 1990; Fisher 1998; Malmi and Brown 2008) but “[...] interwoven
component[s] of an organizational control package” (Bedford and Malmi 2015, p.
2). Bedford et al. (2016, p. 12) state that “[...] without empirical evidence it remains
less than clear whether all [MA practices and MCs] found to be relevant separately
are in fact relevant when examined simultaneously as a package.” MA practices and
MCs that have an incremental benefit in isolation may not necessarily be relevant for
a high performing firm when investigated as a broad set of MA practices and MCs
(Bedford et al. 2016). Therefore, the question arises as to whether MA practices,
types of use, and cultural controls separately found to be relevant have an incremen-
tal benefit for achieving high firm performance when examined as a package.

To determine the MA practices, type of use, and cultural controls that are rel-
evant and redundant, we examine simultaneously a set of two types of MA practices
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(i.e., operational and strategically oriented MA practices), two types of use® (i.e.,
interactive or diagnostic use), and the emphasis on cultural controls. Therefore, we
provide a discussion of configurations that is consistent with configuration theory
and appears in the literature under the expression, “MC as a package” (e.g., Malmi
and Brown 2008; Grabner and Moers 2013; Bedford et al. 2016). The term “pack-
age” goes back to Otley (1980) and includes accounting information (referring to
MA practices) and organizational controls (referring to cultural controls). Recent
MA and MC research differentiates between MC as a package and an MC system.
MC as a package refers to a set of MA practices, types of use, and MCs,* which are
sometimes only very loosely coupled, whereas an MC system is characterized by
designed interdependencies among MA practices, types of use, and MCs (Grabner
and Moers 2013).

Thus, the theoretical problem addressed in our paper refers to a combination of
different MA practices and cultural controls (i.e., configuration of controls) instead
of focusing on one specific MA practice or MC. This theoretical problem addresses
the practical problem faced by managers who have to decide how to design and use
a set of different MA practices or MCs and are unable to design or use MA practices
and MC:s in isolation (e.g., focus only on budgeting as an operational MA practice
without considering cultural controls or type of use). We address these problems
using a two-step approach.

First, we investigate how a set of MA practices, the use of PMs, and cultural con-
trols combined as an MC package achieve high firm performance in FBs. To deter-
mine the MA practices, type of use, and cultural controls that are relevant or redun-
dant for high firm performance and, thus, complex configurations of MC packages,
a qualitative comparative analysis (QCA) is an appropriate configurational approach
(Bedford et al. 2016). QCA allows us to examine the empirical problem underlying
the theoretical and practical problems of how configurations of different MA prac-
tices and MCs can be adequately and empirically explored. QCA explicitly addresses
the following three major challenges of configurational theory: asymmetry, conjunc-
tional causation, and equifinality. For example, as a set-theoretic method, QCA ena-
bles the investigation of asymmetry and, thus, allows for a separate analysis of high
and low firm performance configurations, enabling deeper insights (Ragin 2000;
Schneider and Wagemann 2012; Bedford and Sandelin 2015). Our theoretical argu-
ments are tested on a cross-sectional sample of 66 FBs by considering configura-
tions of different MA practices, two types of use, and cultural controls with firm size
as a crucial contextual factor (Hiebl et al. 2013).

Second, because we use a case-oriented research method, we further analyze the
cases and provide deeper insights into our results (i.e., MC packages) by investi-
gating additional variables that offer information on the environmental context

3 The two types of use refer to a performance measurement system with PMs that are typically delivered
by underlying MA practices. For example, according to Flamholtz (1983), measurement systems include
accounting systems with measures (i.e., MA practices) and information systems.

4 “[...] MC as a package represents the complete set of control practices in place, regardless of whether
the MC practices are interdependent and/or the design choices take interdependencies into account”
(Grabner and Moers 2013, p. 408).
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(intensity of price and quality competition) in combination with how intensively
top management pays attention to information from PMs. Previous research on FBs
has mainly investigated the degree of family involvement (measured by FIBER® or
F-PEC (Family—Power, Experience, Culture)) and its impact on revenue, growth,
capital structure, and perceived performance (Rutherford et al. 2008) or the effect of
family involvement on the adoption of MA practices or MCs and firm performance
(e.g., Tsao et al. 2009; Dekker et al. 2015). However, how an FB’s environmental
context, especially competitive situations, affects the configuration of MA practices
and MCs and, eventually, firm performance remains unclear. A competitive situation
as a part of the perceived environmental uncertainty is known as an important driver
of MC packages in firms (e.g., Khandwalla 1972; Amat et al. 1994). Therefore, in
our exploratory study, we build on the findings reported in the general MA and MC
literature and FB research by offering additional insights into the effects of MC
packages on firm performance and note that the environmental context and, in par-
ticular, competitive situations influence FBs. In this manner, our study examines the
MC package of FBs from an external perspective (e.g., driven by contextual factors,
such as competition) and expands previous studies that mainly examine their results
from an internal perspective (e.g., degree of family involvement as the key variable).

This paper contributes to the literature on MA and MC in FBs in three ways. First,
this study extends the MA and MC literature on FBs using QCA to provide informa-
tion on the relevance of the adoption of MA practices, the two types of use, and the
emphasis on cultural controls within an MC package. Our study reveals that in previ-
ous studies, not all MA practices observed to be or not to be individually associated
with firm performance are necessarily relevant for achieving high firm performance
when examined as a part of an MC package, which refers to the joint effect of MA
practices and MCs (conjunctional causation). However, our findings show that the
interactive use of PMs and/or cultural controls are always present in FBs achieving
high firm performance and, thus, are crucial elements of MC packages in successful
FBs. Thus, this study represents the first attempt to explicitly investigate MC pack-
ages in FBs and develops a more fine-grained understanding of the specific roles of
cultural controls and interactive use in FBs supported by stewardship theory as the
theoretical foundation. Second, building on configuration theory, this study explores
six alternative MC packages in FBs, which implies equifinality because various MC
packages coexist and lead to high firm performance (Drazin and Van De Ven 1985;
Gresov and Drazin 1997; Fiss 2011). Therefore, this study contributes by providing
an enhanced understanding that FBs can choose between multiple, equally success-
ful configurations in similar, competitive situations. Thus, FBs are able to combine
MA practices and cultural controls within configurations in different ways (Bedford
et al. 2016). The empirical findings extend existing results by describing more com-
plex MA and MC designs that arise in practice. Third, in contrast to prior research

5 “FIBER is the short form for the following five dimensions: Family control and influence (F), Iden-
tification of family members with the firm (I), Binding social ties (B), Emotional attachment of family
members (E), Renewal of family bonds to the firm through dynastic succession (R)” (Hauck et al. 2016,
p. 133).
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that has mostly focused on high firm performance, the QCA method allows for an
examination of both high and low firm performance without assuming symmetry
in MC packages. In addition to the identified high firm performance configurations,
this study introduces a low-performing configuration and demonstrates the asymme-
try of MC configurations.

Thus, our study uses stewardship theory as the theoretical foundation and con-
figuration theory as the methodological, theoretical foundation to address the theo-
retical problem of the combination of different MA practices, two types of use, and
cultural controls instead of focusing on one specific MA practice or MC. Through
this approach, this study expands the current understanding of the choice and con-
sequences of combinations of MA practices and cultural controls in the competitive
context of FBs.

2 Theoretical background
2.1 Stewardship theory and organizational culture

Research on FBs often addresses stewardship theory (Madison et al. 2016) and
assumes that individuals acting as stewards follow an intrinsic desire to serve the
organization and experience greater long-term utility in prosocial behavior than
short-term, self-interested opportunistic behavior (Davis et al. 1997; Hernandez
2008, 2012). The conditions that may be associated with stewardship in FBs involve
commitment to the business and a high degree of family identification, aligned and
shared values among the business, the family, and employees, and a focus on the
long-term success of the business (Zahra et al. 2008). A high degree of shared com-
mitment to the FB can reinforce a sense of reciprocal altruism and mutual inter-
dependence and foster pro-organizational and prosocial supporting behavior that
strengthens long-term organizational objectives (Eddleston et al. 2008; Zahra et al.
2008).

A key aspect of stewardship theory is commitment, which influences individual-
level behavior and firm-level governance (Hernandez 2012; Madison et al. 2016).
Commitment® is “[...] defined generally as a psychological link between the employ-
ees and their organization [...]” (Vallejo 2009, p. 380). Affective commitment is a
special form of commitment that “[...] refers to identification and emotional attach-
ment to the organization [...]” (Vallejo 2009, p. 380) and alignment with firm values
and beliefs (Vallejo 2009; Davis et al. 2010). Therefore, commitment with strong
ties and shared values encourages particular actions and, thus, stewardship behavior
(Vallejo 2009; Davis et al. 2010; Madison et al. 2017).

The establishment of stewardship behavior in a firm is strongly influenced by
the leader, who is the owner in the case of FBs (Rhoades and Eisenberger 2002;
Zahra et al. 2008; Vallejo 2009). Previous studies (e.g., Barsade 2002; Sy et al.

5 Vallejo (2009) distinguishes among the following three forms of commitment: affective, continuance,
and normative commitment. The theoretical focus of our study is primarily on affective commitment.
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2005) reveal a “[...] social contagion of affect [...]” (Zahra et al. 2008, p. 1038).
This finding indicates that the preference of the owning family for (affective) com-
mitment can cause similar (affective) behavior among nonfamily employees.’ Thus,
nonfamily employees are emotionally associated with the FB and often act in the
interest of the family and firm without strict rules and procedures (Miller and Le
Breton-Miller 2006; Zahra et al. 2008; Vallejo 2009; Madison et al. 2017).

To enable stewardship behavior, the owning family uses stewardship governance
(Madison et al. 2017), which refers to “[...] stewardship-oriented practices designed
to engage and bond members to the organization” (Zahra et al. 2008, p. 1036) to
obtain collective benefits (Hernandez 2012). Thus, stewardship behavior is moti-
vated by the involvement of employees and individual empowerment in a collective
work environment (Corbetta and Salvato 2004; Madison et al. 2017) rather than an
agency-based governance set that emphasizes direct financial controls and supervi-
sory systems (Davis et al. 1997). The involvement of employees is associated with
“[...] high levels of information exchange and social interaction [...]” (Madison
et al. 2017, p. 349). Thus, stewardship behavior and stewardship governance in an
FB enhance firm performance (Gomez-Mejia et al. 2011; Madison et al. 2017) as
a weaker reliance on strict controls, rules, and procedures has no negative effect on
the profitability of FBs. Vallejo (2009) even reveals that affective commitment cre-
ates a profitability advantage for FBs.

The transmitted value of commitment and stewardship-oriented practices shapes
not only stewardship behavior among nonfamily employees but also a collective
stewardship-oriented culture within the firm (Zahra et al. 2008; Pearson and Mar-
ler 2010; Madison et al. 2017). Stewardship culture refers to the loyalty and care
of employees in a collective work environment (Zahra et al. 2008). Thus, the cul-
ture of the family determines “[...] what individuals within the family businesses
do and how they interpret and respond to environmental challenges” (Zahra et al.
2008, p. 1036). Therefore, the family preference shapes the values and norms and,
thus, the organizational culture within FBs (Zahra et al. 2008). The organizational
culture contains a set of “[...] common beliefs, shared values, norms of behavior,
and assumptions that are implicitly accepted and explicitly manifested throughout
the organization” (Anthony and Govindarajan 2007, p. 100). Thus, stewardship
culture is crucial for creating prosocial behavior and values, including mutual trust
(Steier 2001), low information asymmetry, loyalty, altruism (Schulze et al. 2001),
clan-based togetherness, strong firm identification, and deep emotional investment
(Corbetta and Salvato 2004), which are managed through interaction with employ-
ees and communication.

Despite the strong ties and social relations of stewardship behavior, some prob-
lems can arise from a stewardship orientation. Given their strong commitment, both
family members and nonfamily employees are tied to the FB in the past, present,

7 Stewardship behavior can be determined not only across a management team involving family mem-
bers or nonfamily managers who are “[...] emotionally linked to the family” (Miller and Le Breton-
Miller 2006, p. 74; see also Hiebl et al. 2013) but also “[...] across all levels of the organization” (Her-
nandez 2012, p. 175).
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and future. This lifelong commitment may lead to strategic stagnation (Miller and
Le Breton-Miller 2006). In addition, asymmetric altruism in FBs may lead the own-
ing family to prefer their family members and relatives over nonfamily members in
terms of management positions and incentive systems (Schulz et al. 2001, 2002).
This preference for the family may lead to nonideal management decisions because
of a lack of professional management and know-how (Schulz et al. 2002). Moreover,
the risk exists that family members prefer family goals over firm goals and that deci-
sion making is not based on rational arguments (Davis et al. 2010). Therefore, altru-
ism and self-control may also create special agency problems in FBs (Schulz et al.
2001, 2002; Songini and Gnan 2015). Another problem could be the different choice
of managers (“agents”) and owners (“principals”) regarding their relationship (Davis
et al. 1997). If the owning family chooses a steward relationship but the manager
prefers an agency relationship, the manager acts opportunistically to serve his or her
interests at the expense of the FB. Davis et al. (1997, p. 40) describe this situation as
“[...] an agent will behave as a ‘fox in the henhouse’ [...]”. Such manager behavior
may lead the owning family to increase the tracking and monitoring of critical suc-
cess factors.

However, the behavior within FBs is often constituted by stewardship character-
istics, such as commitment, interactions involving knowledge sharing in face-to-face
meetings, and a collaborative organizational culture that defines the rules of behav-
ior, directs employees’ attention, and guides decisions (Dyer 1988, 2006; Zahra
et al. 2008; Duh et al. 2010; Cunningham et al. 2017). Consistent with the theoreti-
cal argumentation regarding stewardship behavior, we assume that an advantage of
FBs is the adoption of stewardship-oriented practices, such as face-to-face meetings,
shared values, and social relations. Thereby, we assume that the FBs in our sam-
ple reflect stewardship behavior because of the aforementioned aspects of steward-
ship culture (similar to a clan culture), such as loyalty, commitment, and care of
employees in a collective work environment (Zahra et al. 2008). A clan culture® is
often the dominant orientation in FBs (Duh et al. 2010) and represents institutional
characteristics, such as an extended family, as a very personal place in which loyalty
and commitment hold the firm together with an emphasis on cohesion and human
resources (Cameron and Quinn 2011). Our sample firms show a strong emphasis on
clan culture (see Sect. 4.1).

2.2 Management accounting and control and firm performance in family
businesses

FBs typically exhibit stewardship behavior, which affects the practices of involve-
ment and empowerment and, thus, the adoption of MA practices. MA refers to
the collection of operational (e.g., cost types and cost center accounting) and

8 The competing values framework consists of four culture types (Quinn and Rohrbaugh 1981). In addi-
tion to the clan culture, an adhocracy culture places substantial emphasis on flexibility and external focus
and is typified by an entrepreneurial and dynamic workplace. A hierarchical culture places substantial
emphasis on control, stability, and internal focus and is typified by a structured and formalized work-
place. Finally, a market culture applies to a result-oriented workplace that also emphasizes control and
stability.
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strategically oriented practices (e.g., strategic and business planning) that can pro-
vide information to managers for decision making. Operational and strategically ori-
ented MA practices are assumed to be complements rather than substitutes because
operational MA practices are adopted in firms earlier than strategically oriented MA
practices (Hiebl et al. 2013).

Several studies have reported that FBs adopt fewer operational and strategically
oriented MA practices than non-FBs (NFBs) (e.g., Daily and Dollinger 1992; Garcia
Pérez de Lema and Duréndez 2007; Speckbacher and Wentges 2012; Hiebl et al.
2013; Hiebl et al. 2015; Senftlechner and Hiebl 2015) because, given the shared
commitment among family members and nonfamily employees with empower-
ment and involvement, traditional agency problems,” such as moral hazards through
information asymmetry, arise only rarely.'® For example, Garcia Pérez de Lema and
Duréndez (2007) show that FBs establish fewer business monitoring processes, such
as cash budgets and planning decision-making processes, than NFBs. Hiebl et al.
(2013) find that medium-sized FBs with high family influence adopt fewer opera-
tional planning instruments and strategic MA instruments. However, the adoption
of fewer MA practices does not inevitably lead to inferior efficiency in FBs (Daily
and Dollinger 1992; Speckbacher and Wentges 2012). For example, Daily and Doll-
inger (1992) investigate formal internal control systems, such as cost control and
cost centers. These authors find that FBs adopt fewer operational MA practices
but are more successful than NFBs. Speckbacher and Wentges (2012) reveal that
FBs adopt fewer strategically oriented MA practices (i.e., Balanced Scorecard-type
performance measurement systems) with no impact on firms’ long-term survival.
Dekker et al. (2015) also consider strategically oriented MA practices (i.e., financial
control systems, such as financial planning, and performance evaluation systems)
and find that MA practices have no significant effect on firm performance in FBs. In
contrast to the general MC literature, which proves the significant, positive impact
of MA practices on firm performance (e.g., Chow et al. 1991; Widener 2007; Kouft-
eros et al. 2014), these findings imply that MA practices are less relevant for FBs.
Speckbacher and Wentges (2012, p. 43) state that “[w]hile our empirical data pro-
vides evidence that family controlled firms make less use of formalised instruments,

° Traditional agency problems, such as adverse selection and moral hazards based on information
asymmetry, arise if deviations exist between the goals of the owners (“principal”) and those of man-
agers or employees who display self-interested opportunistic behavior (“agents”) (Jensen and Meckling
1976; Eisenhardt 1989). An alignment of the goals of the principals and agents can be reached through
agent-based governance, such as financial controls, monitoring systems, or incentive systems, but these
actions incur agency costs (Fama and Jensen 1983). However, based on the argumentation of stewardship
behavior, these traditional agency problems do not arise because the owning family transfers its values
to management, or the owning family is a part of management. However, FBs may face special agency
problems, such as asymmetric altruism, conflicts among family members, or conflicts between family
members as majority shareholders and nonfamily members as minority shareholders (e.g., Schulze et al.
2001; Gomez-Meija et al. 2011; Songini and Gnan 2015).

10 In addition to the constitution of FBs and family involvement, subsequent generations can also affect
the adoption of MA practices (see Lussier and Sonfield 2010; Giovannoni et al. 2011) because succeed-
ing (non) family managers require written and formalized strategic plans to understand the owners’ or
former family managers’ decisions and corporate goals.
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it does not show [...] how they compensate for this (e.g., by using other control
instruments).”

Stewardship behavior in FBs, particularly involvement-oriented practices in a col-
lective work environment, presents a possible explanation. An involvement-oriented
practice consists of information exchange and social interaction with employees
(Madison et al. 2017). Upton et al. (2001) reveal that FBs share information, such as
performance results or goals, with all employees. Eddleston and Kellermanns (2007)
show that a participative strategy process with interactive decision making in which
decision makers interact with employees through the free and open exchange of
information is positively associated with firm performance. The conclusion reached
is that the exchange of information between managers and employees is crucial for
FBs. This information exchange is consistent with the interactive use of PMs to ena-
ble discussions in meetings, debate underlying data, and tie the firm together. Inter-
active use captures the extent to which top managers use PMs as a communication
tool to stimulate debate and dialogue between management and employees (Simons
1995). In addition to interactive use, Simons (1995) describes another type of use—
diagnostic use. Diagnostic use reflects the extent to which top managers use PMs
to track and monitor critical success factors. Diagnostic use overlaps with agency
mechanism, which includes monitoring action (Madison et al. 2017).

This argumentation is consistent with the assumption that simply adopting MA
practices does not seem sufficient for achieving high firm performance because both
the type and intensity of PM use have a positive impact (Songini and Gnan 2015)
and can lead to competitive advantages or more effective management of a busi-
ness. General MA and MC research has indicated that the type of PM use is par-
ticularly important for achieving high firm performance (e.g., Bourne et al. 2005;
Henri 2006). However, FB studies have rarely investigated the type of use. As an
exception, Acquaah (2013) shows that the indirect effect of the diagnostic and inter-
active use of PMs on firm performance is positively mediated by the business strat-
egy. The findings of previous studies (e.g., Henri 2006) indicate that interactive and
diagnostic use are complements. Therefore, our analysis simultaneously considers
both types of use.

In addition to MA practices that mostly serve as information systems, MCs are
behavior-oriented and used by managers to ensure that employees’ behaviors and
decisions are consistent with the organization’s goals (Simons 1995; Malmi and
Brown 2008; Merchant and Van der Stede 2017). Exemplary studies have often
proposed that FBs favor social controls to guide employees’ behavior to reach the
firms’ goals (e.g., Daily and Dollinger 1992; Dekker et al. 2015). Social (or socio-
ideological) controls are defined as communication processes that shape core values,
beliefs, and norms and comprise the manageable aspects of organizational culture
(Alvesson and Kéarreman 2004; Tessier and Otley 2012). Following this definition,
the concept of social controls considerably overlaps with the concept of cultural
controls but extends further. For instance, training opportunities are also assigned
to social controls that are, according to Merchant and Van der Stede (2017), part of
the concept of personnel controls. Cultural controls are designed to communicate

@ Springer



Management control packages in family businesses: a... 443

group values and norms and are most effective in firms with social and emotional
ties (Bedford and Malmi 2015; Merchant and Van der Stede 2017). As parts of the
organizational culture, cultural values and norms can be shared in written codes of
conduct or unwritten codes through implicit forms of communication. Cultural con-
trols may serve to empower employees through the definition, information, and com-
munication of collective norms and values. Therefore, employees are aware of and
are inspired by the firm’s norms and values. This argumentation is consistent with
the description of stewardship behavior, suggesting that FBs are guided by the trans-
mission of commitment from family members to nonfamily members, which builds
a collaborative organizational culture on the basis of shared values, mindsets, and
interpretations as well as interaction and social relations. Moores and Mula (2000)
refine this view and note that FBs use a combination of clan and bureaucratic con-
trols.'! In our study, bureaucratic controls are differentiated into more operational
MA practices, such as cost accounting, and more strategically oriented MA prac-
tices, such as strategic and business planning. However, most empirical FB studies
have neglected to simultaneously examine different MA practices and, in particular,
cultural controls. Therefore, we follow Helsen et al. (2017), who argue that future
research should focus on the association between MA practices and cultural controls
and their impacts on firm performance.

Thus, because of the creation of stewardship behavior through the transmission of
family values, particularly commitment, to employees, the MC of FBs to control and
manage nonfamily employees is more interactive and is driven by cultural controls.
Hence, we assume that FBs with a clan culture are similar to FBs with stewardship
behavior and, thus, use their PMs more interactively and strongly emphasize cultural
controls.

2.3 Configurational research

In MC research, the contingency and configuration theories (Chenhall 2003; Ger-
din and Greve 2004, 2008) have often been used as the theoretical foundation for
empirical papers (e.g., Henri 2006; Widener 2007; Fiss 2011; Bedford et al. 2016).
However, contingency theory has been challenged for its “reductionist” research
approach (Meyer et al. 1993; Grabner and Moers 2013) because only a few influ-
encing variables (i.e., individual analysis of MA practices and MCs) have been
examined for their impact on firm performance. A more holistic approach has been
discussed based on configuration theory, which is consistent with the analysis of
MC packages (Meyer et al. 1993; Gerdin and Greve 2004, 2008). Configuration
theory describes organizational phenomena through the formation of configurations
(Doty et al. 1993); that is, the environment, the organization, and their structures are

' Clan control mechanisms are means of social control (Alvesson and Kirrman 2004), whereas bureau-
cratic control tools comprise formal MA practices, such as budgeting or action planning, used to monitor
goal achievement and assist managers in making decisions (see Songini and Gnan 2015).

@ Springer



444 S.Einhorn et al.

interrelated and can change over time.'? The underlying key assumption of configu-
ration theory is the tendency for organizational components to group systematically
and form limited numbers in terms of time-stable arrangements (Gersick 1991; Bed-
ford and Malmi 2015). Configurations result from both endogenous and exogenous
forces (Bedford and Malmi 2015). Exogenous causes, such as competition and envi-
ronmental selection, limit the number of viable combinations (Hannan and Freeman
1989; Bedford and Malmi 2015), whereas endogenous pressures reflect the active
or proactive seeking of a firm to form arrangements that follow internally consistent
logic (Child 1972), suggesting that firms are not distributed extensively across con-
textual and structural traits but rather tend to colocate around a limited number of
empirically identifiable patterns (Bedford and Malmi 2015), and these patterns are
assumed to lead to the same outcome (Drazin and Van De Ven 1985; Meyer et al.
1993; Gresov and Drazin 1997; Fisher 1998). From a configurational approach, rela-
tionships have been considered in terms of equally effective patterns (i.e., configura-
tions) (Drazin and Van De Ven 1985; Gresov and Drazin 1997; Fiss 2011).

General MC research recently focuses on configuration theory (e.g., Bedford and
Malmi 2015; Bedford et al. 2016; Kruis et al. 2016). These empirical studies have
shown multiple combinations of MA practices and MCs and the contextual factors
that explain outcomes, such as high firm performance. A popular methodological
approach in MC configuration research and partly in FB research is QCA. QCA
studies in FB research focus on administrative controls, such as governance struc-
ture, board, and management composition, and their impact on performance (e.g.,
Garcia-Castro and Aguilera 2014; Gonzélez-Cruz and Cruz-Ros 2016; Samara et al.
2017; Samara and Berbegal-Mirabent 2018). However, the field of configurational
research on FBs regarding MA practices and cultural controls remains unexplored
(see Helsen et al. 2017; Songini et al. 2018). Therefore, in this study, we explore
multiple control configurations (i.e., MC packages) and argue that the impact of the
adoption of MA practices, the use of PMs, and the emphasis on cultural controls
regarding firm performance manifest equifinally, that is, no single dominating con-
figuration of an MC package exists, but different combinations of MA practices,
types of use, and cultural controls (e.g., different MC packages) can result in similar
high firm performance.

Based on these theoretical insights, our paper is guided by the following research
question that focuses on the MC package and an understanding that the association
among the focal variables is lacking.

How are the adoption of operational and strategically oriented MA practices, the
use of PMs, and the emphasis on cultural controls combined (i.e., MC package) in
high-performing FBs?

During the first stage of the analysis, we investigate the MC package of opera-
tional and strategically oriented MA practices, the interactive and diagnostic use of

12 In the organizational literature, several terms, such as taxonomy, typology, strategic group, archetype,
organizational form, or gestalt, are used for configurations. The term configuration refers to a particu-
lar arrangement of multiple components, parts, mechanisms, attributes, or elements (Bedford and Malmi
2015).
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PMs, and cultural controls as the key variables characterizing the control configura-
tions in FBs. In addition, we include the contextual factor of firm size, which influ-
ences the adoption of MA practices (Hiebl et al. 2013), the use of PMs, and the
emphasis on cultural controls. Our selection of variables is informed by previous
research. For example, Moores and Mula (2000) find that cultural controls—more
specifically clan controls with shared values, beliefs, and commitment—prevail in
an early life cycle stage of FBs. If FBs move beyond this stage and reach a later life
cycle stage, then they adopt more operational and strategically oriented MA prac-
tices. Furthermore, larger FBs employ more formalized and strategically oriented
performance measurement systems than smaller FBs (Filbeck and Lee 2000; Feld-
bauer-Durstmiiller et al. 2012; Speckbacher and Wentges 2012). The differences in
the adoption of MA practices and MCs can be attributed to management’s greater
need for communication, coordination, and justification in large (family) businesses
(Chenhall 2003; Speckbacher and Wentges 2012). Therefore, larger FBs and larger
NFBs might converge in their adoption of MA practices and MCs (Speckbacher and
Wentges 2012; Hiebl et al. 2013).

The MC packages of the adoption of MA practices, the use of PMs, and the
emphasis on cultural controls depend on further contextual factors, such as the
intensity of the competition, which is identified in previous studies as a driver of
MA practices and the use of PMs (Amat et al. 1994; Chenhall 2003; Songini et al.
2018). However, previous FB research has focused mainly on family involvement
as a source of high firm performance (e.g., Anderson and Reeb 2003; Lee 2006;
Rutherford et al. 2008; O’Boyle et al. 2012) and of adoption of MA practices (e.g.,
Daily and Dollinger 1992; Felbauer-Durstmiiller et al. 2012; Speckbacher and Wen-
tges 2012). This more internal perspective neglects how the FB context—especially
the competitive situation—affects an MC package and eventually firm performance.
Therefore, as the second stage of our explorative analysis, we use the advantage of
QCA as a case-oriented approach and add further contextual factors, such as the
intensity of price and quality competition, the intensity of attention and interpreta-
tion of information by top management, and the type of organizational culture, to
further explore the resulting MC packages for high-performing FBs.

3 Research design and method
3.1 Data collection and sampling

Data were collected using a survey instrument.'® The target sample of 2,452 firms
was randomly selected and contained German firms with sales ranging between
20 million and 1 billion Euros, including 631 FBs and 1821 NFBs. Furthermore,
the sample is restricted to enterprises that operate in trade, service, and produc-
tion industries. A comprehensive pretest of the survey instrument was conducted

13 The original survey instrument was developed by the third author and another researcher and was
used for two other papers with different content that addressed all SMEs of the original sample.
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with 16 experts, including researchers and top managers. In 2011, a cover letter
was sent along with the questionnaire to one member of the top management team
(CEO, CFO, or general manager) of each targeted firm. Furthermore, to increase
the response rate, a follow-up reminder letter with access to the online version of
the questionnaire was sent. The mailing process resulted in a total response rate of
11.26 percent (276 responses) and an FB response rate of 10.64 percent (66 usable
responses).'* Our sample was reduced to 66 firms because of our specific research
interest in FBs only and missing financial data in the AMADEUS database resulting
from nonmandatory financial disclosure for most sample firms. However, archival
data are essential to calculate the three-year average return on assets (ROA) for firm
performance.'> We followed Fiss (2011) and did not impute missing values for our
outcome variable (the average ROA) because the imputation of missing values may
bias configurations. We apply an involvement definition of FB (Prencipe et al. 2014)
regarding family ownership and define “[a] company of any size is a family busi-
ness if: [t]he majority of decision-rights [are indirectly or directly] in the possession
of [a family member([s]], or [...] of [a] person[s] who acquired the share capital of
the company [...]”'® (The Foundation for Family Businesses 2016). Previous stud-
ies use a similar family controlled definition of FBs (e.g., Garcia-Pérez de Lema and
Duréndez 2007; Miller and Le Breton-Miller 2006).

Panels A to E in Table 1 show the descriptive statistics for our sample and the
unit response bias tests. Consistent with Armstrong and Overton (1977), we found
no significant differences in construct means between early (before follow-up) and
late respondents, indicating no response bias (see Panel C in Table 1). To assess
the nonresponse bias, we compared financial characteristics, such as ROA, profit
margins, and sales of respondents and nonrespondents of FBs. Panels D and E in
Table 1 indicate that response bias is not a major concern in this study, although our
sample firms are larger in terms of sales (p <0.05) than the target sample.

3.2 Research methodology

“Even with very large samples, too many attributes can make it difficult to iden-
tify commonalities between cases resulting in configurations that are unique to sin-
gle empirical observations” (Bedford and Sandelin 2015, p. 12). Therefore, in this

14 Van der Stede et al. (2006) report a continuous decline in response rates in MA and other fields, such
as organizational research, because of time and job pressures.

15 Under German law, the analyzed FBs do not have to disclose financial reports. Therefore, our analysis
depends on voluntarily disclosed financial accounting data.

16 The Foundation for Family Businesses (2016) applies a stricter definition of FBs and adds: “[a] com-
pany of any size is a family business if: [...] At least one representative of the family or kin is formally
involved in the governance of the company.” This part of the definition is not a necessary condition of
our FB definition because we focus only on ownership. Therefore, we excluded this part of the definition.
“This definition also includes family businesses that have not yet completed the first generation transfer
[and] [...] sole proprietors and self-employed (if a legal entity exists that can be transferred to the next
generation)” (The Foundation for Family Businesses 2016). Therefore, the intention to transfer to the
next family generation is sufficient to constitute an FB, and founder-run firms are special cases of FBs
(Klein et al. 2005).
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Table 1 Demographic data and test for sample selection bias

Panel A: firm size

Panel B: industry

Number of employees Category N
0-49 Construction 11
50-99 Manufacturing 30
100-249 Transportation, utilities 3
250-499 Wholesale 11
500-999 Retail 3
10002499 Service 8
> 2500

Total Total 66

Panel C: comparison of constructs for early and late respondents

Construct

Mean rank of construct

Early respondents

Mean rank of construct
values
Late respondents

Mann—Whitney-U Test

Diagnostic use 30.69 (n=16) Z=-0.681
(p=0.496)

Interactive use 33.63 (n=16) Z=-0.450
(p=0.653)

Cultural controls 30.87 (n=16) Z=-0.500
(p=0.617)

Panel D: representativeness of the sample

Sales in Mill. EUR Received questionnaires Expected questionnaires

20-39 25

40-99 23

100-249 12

250-1000 6

Total 66

Chi-square 5.473

df 3

p-value 0.140

Panel E: nonresponse analysis for financial characteristics

Construct Nonrespondents Mann—Whitney-U Test
(n=631)

ROA (in %) 5.61 Z=-.0479
(»p=0.632)

Profit margin (in %) 3.73 Z=-.0174
(»p=0.862)

Sales (in thous. EUR) 87,867 Z=-27344
(»p=0.019)
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study, we selected a two-stage approach. First, we conducted a fuzzy set qualitative
comparative analysis (fs/QCA) to analyze how the MC package of the adoption of
MA practices, the use of PMs, and the emphasis on cultural controls, as well as
firm size, combine to achieve high (and low) firm performance in FBs. Second, we
analyzed the cases included in the configurations (i.e., MC packages) identified by
QCA. We explored additional information, including the: (i) intensity of price com-
petition; (ii) intensity of quality competition; (iii) intensity of top management pay-
ing daily attention to information from underlying MA practices; (iv) intensity of
top management’s interpretation of information from underlying MA practices; and
(v) dominating values of organizational culture to facilitate the interpretation of our
results and to explain FB configurations.

QCA is a set-theoretic method that enables the investigation of complex con-
figurational patterns (Ragin 2000, 2008; Schneider and Wagemann 2012). It “[...]
assesses whether, or to what degree, a case [i.e., one specific FB] is a member of
a set and then analyzes the intersection between sets” (Rihoux and Marx 2013, p.
168). In contrast to statistical methods that describe dependent and independent var-
iables and their correlations, set-theoretic methods, such as QCA, analyze sets (i.e.,
conditions, such as operational MA practices or the interactive use of PMs) and set
relations (i.e., combination of conditions) to explain an outcome (i.e., firm perfor-
mance) (Schneider and Wagemann 2012; Thiem et al. 2016). We prefer QCA as
a configurational approach over other methods discussed in configuration research
(Gerdin and Greve 2004; Bedford and Sandelin 2015), such as cluster analysis, the
profile deviation score approach, or moderated regression analysis.!” Regression
analyses emphasize the average effects of variables and estimate a single solution for
all cases (Fiss 2007; Woodside et al. 2012; Bedford and Sandelin 2015; Thiem et al.
2016). Cluster analysis and profile deviation scores identify different groups of firms
but do not provide details about the interdependencies of variables, the quality of the
segmentation, or the statistical tests to indicate significance (Fiss 2007; Bedford and
Sandelin 2015). QCA overcomes these drawbacks and delivers metrics for coverage
(similar to an R-squared value) and consistency (similar to a p-value) and reveals
the importance of conditions (core, peripheral, or redundant) to achieve an outcome
(Bedford et al. 2016). Furthermore, QCA determines the specific combination of
conditions that leads to an outcome of interest (Fiss 2007).

Moreover, QCA explicitly addresses the core of configurational theory: asym-
metry, conjunctional causation, and equifinality (Doty et al. 1993; Gresov and Dra-
zin 1997; Fiss 2007; Schneider and Wagemann 2012; Bedford and Sandelin 2015).
Equifinality indicates that various combinations of conditions (i.e., configurations)
lead to the same outcome and implies that multiple paths coexist. The notion of con-
Jjunctural causation expresses that “[...] the effect of a single condition unfolds in
combination with precisely specified other conditions” (Schneider and Wagemann
2012, p. 324); the combination of conditions rather than one condition alone gen-
erates an outcome (Bedford and Sandelin 2015). In QCA, a configuration for the

17 The main differences between QCA and other methods of configurational research have been dis-
cussed in detail by Fiss (2007), Woodside (2013), and Bedford and Sandelin (2015).
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nonexistence of an outcome cannot be deduced from the configuration for the exist-
ence of that outcome (Schneider and Wagemann 2012). Therefore, separate analyses
are required because conditions may asymmetrically influence an outcome.'®

The identified combinations of conditions are construed in terms of sufficiency
and necessity (Schneider and Wagemann, 2012). A sufficient condition X is defined
as a subset of outcome Y (X — Y) and always occurs when outcome Y occurs, but
outcome Y can also occur if condition X is absent (X <Y) (Schneider and Wagemann
2012). In contrast, a necessary condition X is a superset of outcome Y (X « Y)
and is present whenever outcome Y occurs, but outcome Y cannot be achieved if
condition X is absent (X>Y) (Wagemann et al. 2016). Therefore, QCA is the most
appropriate method for this study because it allows for the simultaneous analysis
of the MC package (i.e., the adoption of different MA practices, use of PMs, and
cultural controls in FBs) in conjunction with the contextual factor firm size. There-
fore, we can analyze how the conditions of the MC package are combined within
identified configurations (i.e., MC packages) and how they affect firm performance
in FBs. Finally, for our setting of configurational FB research, equifinality, asymme-
try, and conjunctural causation are considered relevant. We selected the software fs/
QCA Version 3.0 to analyze the data.

QCA follows three steps. First, the raw scores (i.e., the item values) for each vari-
able are rescaled to fuzzy set membership scores between 0 (full nonmembership)
and 1 (full membership), defining whether a case (i.e., an empirical observation)
is in a set (i.e., a condition such as operational MA practices) or not. A crisp set is
a special case of a fuzzy set that allows only dichotomous sets with membership
scores of either 0 or 1 (Schneider and Wagemann 2012). However, if item values are
on a continuous scale, then calibration with fuzzy sets is more suitable (Fiss 2007).
A fuzzy set enables gradations of membership scores (e.g., scores 0; 0.2; 0.4; 0.6;
0.8; 1.0).

The second step involves creating a truth table with all logically possible combi-
nations of conditions as single rows (2 configurations for k number of conditions).
Each case has a set membership score in all rows of the truth table, but the set mem-
bership score exceeds the qualitative anchor of 0.5 only in one row. Therefore, the
point value of 0.5 describes the crossover point (midpoint) between full (1) and non-
full membership (0), which is “[...] the point of maximum ambiguity (i.e., fuzzi-
ness) in the assessment of whether a case is more in or out of a set” (Ragin 2008,
p. 30). Calculation of set membership scores in a row follows the minimum scor-
ing rule (Schneider and Wagemann 2012).!° Not all possible rows are empirically
observed. Truth table rows without cases show limited diversity (Ragin 2000; Sch-
neider and Wagemann 2012).

A configuration is sufficient for an outcome (1 in the outcome column of the truth
table) if an assigned case in a specific configuration depicts the outcome of interest,

18 To address asymmetry in a separate analysis, we also investigate low-performing FBs.
19 For instance, the first FB has a set membership score of 0.6 in configuration AB (which implies one
row of the truth table), which is the minimum of membership scores A (0.9) and B (0.6) (AB=min (A,
B)=min (0.9, 0.6)=0.6) (cf. Ragin 2008, p. 129; Schneider and Wagemann 2012, p. 99).
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which in our study is high firm performance. A few cases in a configuration often
represent the absence of the outcome rather than its presence; such rows are called
contradictory rows and reduce the consistency of a configuration (Ragin 2000; Sch-
neider and Wagemann 2012). To assess the sufficiency of the configuration with
regard to the outcome, specification of the minimum frequency and consistency
thresholds is required. Frequency refers to the number of empirical observations in a
truth table row. A frequency threshold of one empirical observation for each row is
usually defined for a sample between N=10 and 100, as in our study (Schneider and
Wagemann 2012). Consistency measures “[...] the degree to which the cases sharing
a given condition or combination of conditions [...] agree in displaying the outcome
[...]” (Ragin 2006, p. 292). We applied the recommended threshold of consistency
for sufficient conditions of 0.8 (Schneider and Wagemann 2012).

The third step involves the application of the Quine-McCluskey algorithm based
on Boolean algebra to minimize the complex solution term of the truth table (Ragin
2006).%° The result of the logical minimization reveals sufficient configurations that
lead to the same outcome and the relative importance of identified core, peripheral,
and redundant conditions that are essential to interpret the results (Fiss 2011). Fiss
(2011, p. 398) defines core elements as “[...] those causal conditions for which the
evidence indicates a strong causal relationship with the outcome of interest [...],”
whereas peripheral conditions display “[...] [a weaker] evidence for a causal rela-
tionship with the outcome [...].” Redundant conditions are insignificant and have
no impact on the outcome (Fiss 2011). Each configuration identified by the QCA
approach can be assessed by parameters of fit (consistency and coverage). Coverage
measures the empirical relevance of an alternative configuration (Ragin 2006) and
is indicated for a specific configuration, the uniqueness of a specific configuration,
and the entire solution term. The raw coverage of a configuration reveals the extent
to which a configuration explains an outcome, whereas the unique coverage depicts
the proportion of cases that are explained only by that configuration. The solution
coverage indicates the percentage of the outcome set that is explained by all configu-
rations (Schneider and Wagemann 2012).

3.3 Calibration of variables

We calibrated the conditions and the outcome variable for FBs as follows.

Adoption of MA practices. The two main categories of MA practices are opera-
tional and strategically oriented. In the questionnaire, individual MA practices were
listed, and the participants assessed the instruments applied in their firms (possible

20 The minimization process of QCA results in three different solution terms. First, the complex solution
is barely minimized without using simplifying assumptions. Second, the parsimonious solution depicts
the most reduced solution term because all logical remainders are automatically considered. The condi-
tions included in the parsimonious solution are called “prime implicants.” Prime implicants cannot be
further minimized. Third, between the two extremes, an intermediate solution is reduced by selected sim-
plifying assumptions on the basis of the researcher’s theoretical and empirical knowledge (see in detail
Ragin 2008; Schneider and Wagemann 2012). We analyzed our data without simplifying assumptions.
Therefore, Table 5 shows the complex solution.
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answers of yes or no). We discussed the membership of individual MA practices to
the two main categories with experts. As operational MA practices, we included cost
type and cost center accounting, standard calculations, calculations of actual costs,
direct costing, and cash flow accounting/cash flow statement, whereas strategically
oriented MA practices included forecasts for balance sheets and income statements,
strategic and business planning, the Balanced Scorecard, risk management systems
(e.g., risk inventory, assessment, and reporting), and environmental management
systems. Using these raw data, we calibrated the operational and strategically ori-
ented MA practices with the indirect method (Ragin 2008): full membership (1) in
the set when the firm adopts all five MA practices, and full nonmembership (0) in
the set when the firm does not adopt any MA practices. When a firm adopts one
of the five potential MA practices, it is “mostly but not fully out” (0.2), whereas
the adoption of two practices indicates that the firm is “more out than in the target
set” (0.4) (Ragin 2008, p. 96). Correspondingly, “more in than out in the target set”
constitutes cases with three of the five practices (0.6), and “mostly but not fully in”
constitutes cases with four of the five MA practices (0.8) (Ragin 2008, p. 95). This
calibration enables consideration of various levels of adoption of operational and
strategically oriented MA practices. Table 3 shows the descriptive statistics of the
adoption of MA practices.

Use of PMs. To distinguish between the adoption of MA practices and the types
of use, we measured diagnostic and interactive use as the use of a performance
measurement system with PMs provided by operational and strategically oriented
MA practices. The measures of diagnostic and interactive use are covered by eleven
survey items using a five-point Likert scale from Henri (2006) based on the levers of
control framework of Simons (1995). The empirical analyses (i.e., exploratory factor
analysis and Cronbach’s alpha) supported construct and content validity (see Table 2
and Table 3). Unreported validity and reliability criteria met their respective thresh-
olds. In addition to Cronbach’s alpha, Table 3 shows the descriptive statistics of the
questionnaire items of diagnostic and interactive use.

A calibration based on the scale points is not appropriate because the median
(4.25)*! of diagnostic use indicates that almost all firms have a high degree of diag-
nostic use. Therefore, we followed the calibration of Bedford et al. (2016) and inter-
preted set membership in diagnostic use as either “very high” or “not very high”
(Bedford et al. 2016, p. 17). The raw scores for diagnostic use for each FB were
benchmarked against all of the sample scores for diagnostic use. If an FB has a raw
score for diagnostic use in the 25th percentile, then the FB belongs to the set of
“not very high” diagnostic use, whereas a raw score in the 75th percentile applies to
FBs with a “very high” degree of diagnostic use. The median (4.25) is the crossover
point.?? The same procedure was conducted for interactive use (median: 3.43).

2! The median of the entire sample of 267 firms.

22 Some studies add a constant of 0.001 to all membership scores of 0.5 to prevent exclusion of cases
from the analysis (Fiss 2011; Bedford et al. 2016). Wagemann et al. (2016) criticize this procedure and
note that this should not become common practice. Therefore, we did not add or subtract a constant of
0.001 in our analysis.
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Cultural controls. To measure cultural controls, we used four questions that
assessed the communication of areas that are off-limits to employees and four ques-
tions that assessed the communication of core values and the use of mission state-
ments. All items were previously validated by Widener (2007). Furthermore, to sup-
port construct and content validity, we conducted an exploratory factor analysis (see
Table 2). Unreported validity and reliability criteria met the respective thresholds.
Table 3 depicts the descriptive statistics of the questionnaire items and Cronbach’s
alpha of the cultural controls. By aggregating these items (i.e., average scores of all
eight items), we follow, on the one hand, prior MC theory in combining the values
and norms that imply the way of behaving (Merchant and Van der Stede 2017) and,
on the other hand, empirically validated procedures (Kleine and Weil3enberger 2014;
Goebel and Weillenberger 2017a, 2017b). This process allows for reducing the num-
ber of logically possible combinations of conditions>* and, thereby, avoids the prob-
lem of limited diversity.

To enable comparisons, cultural controls were calibrated using the same method
as that for interactive and diagnostic uses. A calibration based on scale points is not
appropriate because the median (3.707)** for cultural controls indicates that almost
all firms strongly emphasize cultural controls. Therefore, we interpreted set mem-
bership in cultural controls as either “strong emphasis” or “no strong emphasis.”
The raw scores for cultural controls for each FB were benchmarked against all sam-
ple scores for cultural controls. If an FB has a raw score for cultural controls in the
25th percentile, then the FB belongs to the set of “no strong emphasis” on cultural
controls, whereas a raw score in the 75th percentile applies to FBs with a “strong
emphasis” on cultural controls. The median (3.707) is the crossover point.

Firm size. Firm size was measured by the generally recommended proxy of num-
ber of employees (Hoque and James 2000; Chenhall 2003), which is frequently
applied in FB research (Hiebl et al. 2013, 2015) because the number of employees
drives complexity in FBs and, thus, determines the need for MA practices and MCs.
We followed the classification of the European Union and calibrated firms with less
than 250 employees as smaller FBs, which are fully out of the set of larger FBs,
whereas FBs with at least 250 employees are fully in the set of larger FBs. Table 3
shows the descriptive statistics of firm size.

Return on assets. Our outcome of interest is firm performance. Following previ-
ous studies, we use ROA as a proxy (Fiss 2011; Dekker et al. 2015; Erkens and Van
der Stede 2015) to ensure comparability and because profitability is one of the most
frequently used firm performance measures (Pindado and Requejo 2015). We use
archival data from the AMADEUS database to calculate ROA as the 2008 to 2010
mean of earnings before interest and taxes (EBIT) divided by total assets to avoid
annual variations and to capture sustainable firm performance. For the calibration
following Fiss (2011) and Erkens and Van der Stede (2015), we benchmarked the
average ROA of a firm against an industry ROA, which was calculated from firms in
the AMADEUS database within the same industry using double-digit NACE codes.

23 The recommendation is that the number of logically possible combinations of conditions should be
smaller than the sample size (Schneider and Wagemann 2012).
24 The median of the entire sample of 267 firms.
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If an FB has a ROA in the 75th percentile of its industry, then the FB belongs to the
set of high-performing firms, whereas an FB with a ROA in the 25th percentile is
coded as a low-performing FB. The median is the crossover point.

Table 4 shows the correlation matrix and the square root of the average variance
extracted (AVE) in the diagonal. The square root of AVE of each construct exceeds
the respective correlation with any other construct, demonstrating adequate discri-
minant validity, according to Fornell and Larcker (1981).

3.4 Additional variables

In the second stage of our analysis, we considered additional variables to explain
our results for the identified configurations (i.e., MC packages) of FBs. Further
investigating the cases within the configurations is a major advantage of the QCA
approach (Ragin 2008), allowing for deeper insight and understanding. “Amongst
external factors, competition has been regarded as a key factor to explain the design
and [adoption] of [MA practices and MCs]” (Amat et al. 1994, p. 118). To control
for perceived environmental uncertainty, respondents were asked to rate the inten-
sity of both price and quality competition for their firms over the last three years. We
addressed validated instruments on a five-point Likert scale (with 1="of negligible
intensity” to 5=“extremely intense”) developed by Gordon and Narayanan (1984).
Furthermore, prior studies have shown that an association exists between the atten-
tion paid to PMs by top management and the intensity of the competition (Khand-
walla 1972; Amat et al. 1994). Considering this factor, we also took into account
the intensity over the last three years of the top management’s: i) daily attention
paid and ii) interpretation of information based on information from PMs. We used
validated measures on a five-point Likert scale (with 1="strongly not agree” to
5="strongly agree”) developed by Widener (2007) on the basis of the discussion
in Simons (1995). The scoring of additional variables is based on the mean of five-
point Likert scale scores, similar to Henri (2009): “very low” [1.0, 1.8] (interval of
mean scores); “low” (1.8, 2.6]; “moderate” (2.6, 3.4]; “high” (3.4, 4.2]; and “very
high” (4.2, 5.0].

Furthermore, we account for the type of organizational culture because, from a
theoretical point of view, clan culture should be the most pronounced in FBs. We
operationalized and measured the extent of organizational culture using the compet-
ing values framework on the basis of Cameron and Freeman (1991) and Zammuto
and Krakower (1991). Respondents were asked to distribute 100 points among the
four cultural types (i.e., hierarchy, clan, adhocracy, and market) for four questions
that assessed their perceptions regarding their firm’s character, leadership, cohe-
sion, and emphases. The competing values framework crosses a flexibility/control
axis with a people/organization axis to construct four types of cultures correspond-
ing to each quadrant. Typically, firms cannot be classified clearly into one quadrant
but rather have characteristics (i.e., competing values) from different quadrants by
emphasizing one or two of them. Table 3 depicts the descriptive statistics of all addi-
tional variables.
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4 Results
4.1 Results of QCA

As previously mentioned, QCA enables the identification of necessary and suffi-
cient conditions. Necessary conditions (e.g., operational MA practices) are present
when the outcome (e.g., high firm performance) is present, but the outcome (e.g.,
high firm performance) cannot be achieved without this necessary condition (e.g.,
operational MA practices) (Wagemann et al. 2016), whereas sufficient conditions
(e.g., operational MA practices) are present when the outcome (e.g., high firm per-
formance) is present, but the outcome (e.g., high firm performance) can also occur
when the condition (e.g., operational MA practices) is absent (Schneider and Wage-
mann 2012). Wagemann et al. (2016) recommend analyzing the necessary and suf-
ficient conditions separately and the necessary conditions first. Therefore, before we
analyzed the sufficient conditions, we conducted a test of necessity for each condi-
tion because the analysis of sufficiency does not permit conclusions regarding the
necessary conditions. Following the recommendation by Skaaning (2011) to use
a consistency value of at least 0.9 for necessary conditions, our analysis identified
only high adoption of operational MA practices as a necessary condition for achiev-
ing high firm performance in FBs. However, the unreported XY plot identifies that
16 of 66 cases are located above the diagonal, implying that high adoption of opera-
tional MA practices in 16 cases is a sufficient (high adoption of operational MA
practices is a subset of high firm performance; X <Y) and not a necessary condition.
Therefore, operational MA practices are not a necessary condition.

Table 5 shows the results of the sufficient conditions for high-performing FBs
and the additionally explored variables. We followed the notation of Ragin and Fiss
(2008) and Fiss (2011) in which solid circles (@) refer to the presence of a condition,
and circles with a cross (®) designate the absence of a condition. On the basis of
our calibration, we interpreted our results according to high and low levels of adop-
tion, (very) high and not (very) high degrees of PM use, and strong and not strong
emphasis on cultural controls. Large circles represent core elements, and small cir-
cles depict peripheral elements. Blank spaces indicate that the condition is redun-
dant for achieving the outcome. Our findings are described using information from
both stages one and two of our analysis.

The analysis in stage one includes the MC package with the following six condi-
tions: operational and strategically oriented MA practices, diagnostic and interactive
use of PMs, cultural controls, and firm size. We find six configurations, or rather
MC packages, sufficient to achieve high firm performance in FBs (see Table 5).
These multiple paths reinforce the concept of equifinality and show that different
combinations of our conditions simultaneously result in high firm performance. All
six MC packages show high scores for overall solution consistency and coverage.
The acceptable consistency value of 0.818 indicates that the detected MC packages
are consistent and well supported by the data. Furthermore, coverage of 0.62 indi-
cates that 62 percent of the outcome is explained by the six MC packages.
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Our findings (MC packages 1 to 6) show that either a high degree of interactive
use of PMs or a strong emphasis on cultural controls is always present and is a core
element (e), implying that a strong relationship exists between interactive use of
PMs and/or cultural controls and high firm performance in FBs. When exploring
additional variables, all MC packages contain a strong emphasis on clan culture val-
ues (i.e., flexibility and people-oriented), which supports prior research (Duh et al.
2010). To foster values of cohesion, commitment, and loyalty, FBs might be more
likely to control employees by cultural controls to communicate these values and
undesired behaviors. Furthermore, using PMs interactively as communication chan-
nels stimulates discussions, empowers employees’ commitment, and creates social
ties through regular interactions. This finding is consistent with stewardship theory,
which supports social relations and collaborative values.

The fs/QCA results for smaller FBs reveal three high-performing MC packages.
MC packages 2 and 3 contain the core element of a strong emphasis on cultural con-
trols and a smaller firm size. The presence of operational MA practices as a periph-
eral element is also observed in both MC packages. Variation occurs in the use of
PMs and the adoption of strategically oriented MA practices. In MC package 3, in
addition to the cultural controls, the core element of a very high degree of diagnostic
use is combined with peripheral elements with a high degree of interactive use and
the redundancy of strategically oriented MA practices. MC package 2 differs from
MC package 3 because, on the one hand, the use of PMs is not very high for diag-
nostic use and is redundant for interactive use. On the other hand, an additional core
element is the high adoption of strategically oriented MA practices. The pattern of
the MC packages reveals that smaller FBs control the behavior of employees with
cultural values and norms to achieve high firm performance but differ in the use of
PMs because of the intensity of the competition. In MC package 3, with very high
quality competition, the tracking and monitoring of critical success factors, such as
quality, are essential as core elements to achieve high firm performance. This pro-
cess also requires that top managers interpret collected information from PMs at a
high level. Both MC packages 2 and 3 are situated in a very high price competi-
tion in which the top managers pay very high day-to-day attention to information
from PMs. Our findings demonstrate that high adoption of operational and partially
of strategically oriented MA practices can be combined with cultural controls to
achieve high firm performance. MC package 1 shows that smaller FBs adopt fewer
MA practices, which is consistent with prior research (e.g., Garcia Pérez de Lema
and Duréndez 2007; Feldbauer-Durstmiiller et al. 2012; Speckbacher and Wentges
2012). In MC package 1, the core element of low adoption of operational MA prac-
tices and a high degree of interactive use is combined with peripheral elements of
low adoption of strategically oriented MA practices and a not very high degree of
diagnostic use, whereas cultural controls are redundant. This MC package allows
for high firm performance by being highly interactive and using focused and lim-
ited information of PMs from fewer adopted MA practices as a communication tool,
and by stimulating discussions and interaction with employees, paying high day-to-
day attention to this information and interpreting information with high intensity by
management. For this MC package, uncertainties derive from a moderate price but
high quality competition.
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One MC package could be found for larger FBs. In MC package 4, the core ele-
ments—high adoption of strategically oriented MA practices and a very high degree
of both diagnostic and interactive use of PMs—are combined with the peripheral
element of high adoption of operational MA practices and the redundancy of cultural
controls. Typically, larger firms emphasize more strategically oriented MA practices
(Abdel-Kader and Luther 2008); thus, large FBs also converge in their adoption of
MA practices to larger NFBs (e.g., Filbeck and Lee 2000; Feldbauer-Durstmiiller
et al. 2012). The PMs delivered by operational and strategically oriented MA prac-
tices are used to track and monitor success factors and stimulate discussions between
management and employees driven by a very high price and a quality competitive
situation. Additionally, managers pay very high day-to-day attention to information
from PMs and interpret this information with very high intensity. The control of
employee behavior through cultural values and norms is redundant. They may be
present in the firm but are no longer sufficient to achieve high firm performance in
these larger FBs.

Two MC packages are observed to be unrestricted by size. In MC package 5, the
core element of a high degree of interactive use of PMs, a not very high degree
of diagnostic use of PMs, and a not strong emphasis on cultural controls are com-
bined with peripheral elements of a high level of both operational and strategically
oriented MA practices. MC package 6 differs from 5 in that the core element of a
strong emphasis on cultural controls and a not high degree of interactive use of PMs
are reversed, whereas a not very high degree of diagnostic use of PMs is a periph-
eral element, and low adoption of strategically oriented MA practices becomes a
core element. The differences in core elements point out that both are quite differ-
ent configurations to achieve high firm performance. MC package 5 indicates rather
interactive FBs, in which PMs from adopted MA practices, particularly strategically
oriented MA practices with planning tools and risk management systems, are used
as communication tools to stimulate dialogue between management and employees.
In MC package 6, lower adoption of strategically oriented MA practices is combined
with lower degree of use; thus, interactive use of PMs is not relevant for this pack-
age to achieve high firm performance. However, cultural controls are important and
have a strong relationship with high firm performance. These results are supported
by additional variables for the intensity of price competition and the intensity of
top management’s interpretation of information. The rather culturally control-driven
FBs in MC package 6 face only moderate price competition and, thus, might not be
forced to intensively interpret the information of MA practices, reflecting the not
high degree of the use of PMs in these FBs.

After the QCA for high-performing FBs, we performed a separate analysis for low
firm performance because MC packages for low-performing FBs cannot be deduced
from the MC packages of high-performing FBs (Schneider and Wagemann 2012)
because of potential asymmetry. Before analyzing sufficient conditions, we also con-
ducted a test of necessity. Operational MA practices represent a consistency score
greater than the recommended threshold (0.92), but the unreported XY plot again
reveals six cases above the diagonal, implying that in six cases, the high adoption of
operational MA practices is a sufficient condition (high adoption of operational MA
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practices is a subset of high firm performance; X <Y). Therefore, operational MA
practices are not a necessary condition in low-performing MC packages (Schneider
and Wagemann 2012). Table 5 shows one sufficient configuration for low-perform-
ing FBs (MC package 7) with a high overall solution consistency of 0.837, indicat-
ing that the detected MC package is consistent and well supported by the data. How-
ever, the rather low coverage of 0.136 indicates that 13.6 percent of the outcome
is explained by this MC package. Thus, for low performers, further combinations
of MA practices and cultural controls exist but are inconsistent and contradict each
other. Therefore, these combinations are below the consistency threshold and are not
included in the minimization process. Thus, only one consistent MC package could
ultimately be detected for low-performing FBs. In MC package 7, the core elements
of the low adoption of strategically oriented MA practices, a not strong emphasis of
cultural controls, and larger firm size are combined with the peripheral elements of
the high adoption of operational MA practices and a not (very) high degree of both
types of uses. This MC package is supplemented by a very high, intense price and
quality competition in which top management shows high attention through focus-
ing but only a low level of interpretation of PMs. This finding is generally consist-
ent with Songini and Gnan (2015), indicating that simply adopting operational MA
practices does not lead to high firm performance, especially under the condition of
MC package 7—intense price and quality competition. Thus, FBs are advised to
more intensively use the PMs provided by their MA practices.

These seven configurations resulting from fs/QCA do not reveal a logical contra-
diction® because the identified MC packages of high- and low-performing FBs are
different, indicating asymmetry (Bedford and Sandelin 2015). Thus, we are able to
show that the nonexistence of the elements of an MC package for a high-performing
FB does not automatically result in low firm performance. For example, none of the
negations of the MC packages 1 to 6 for high performance is identical to the MC
package 7 for low performance.

4.2 Robustness test

We also investigated the MC packages for NFBs to identify differences between the
configurations of FBs and NFBs. The analysis is based on a sample of 76 NFBs and
considers the same set of MA practices, types of use, and cultural controls. The test
of necessary conditions reveals operational MA practices with a consistency value
greater than 0.95. The unreported XY plot identifies eight of 76 cases above the
diagonal (X <Y). Therefore, operational MA practices are not a necessary condition
in high-performing MC packages for NFBs.

25 This argumentation is supported by the proportional reduction in the inconsistency (PRI) value, which
indicates the degree to which a given combination of MA practices, types of use, and cultural controls
is specifically a subset of the high firm performance outcome and not a subset of the low firm perfor-
mance outcome and, thus, “[...] taking into account the simultaneous subset relation [...]” (Schneider
and Wagemann 2012, p. 243). The PRI values of a consistent combination of MA practices, types of use,
and cultural controls for high firm performance (low firm performance) are all greater than 0.61 (0.59)
and indicate that the combination of these MA practices and cultural controls should considered suffi-
cient for high firm performance (low firm performance).
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Table 6 shows the results of sufficient conditions for high-performing NFBs and
additional variables. The analysis reveals three?® sufficient MC packages for high-
performing NFBs with an acceptable overall solution consistency value of 0.798;
however, low coverage of 0.277 exists. The three MC packages are consistent, but
only 27.7 percent of the outcome is explained by these MC packages. All MC pack-
ages of NFBs indicate high adoption of operational MA practices, a not strong
emphasis on cultural controls, and a smaller firm size as core elements. Variation
occurs in the use of PMs and the adoption of strategically oriented MA practices.
NFBs use PMs to either a very high degree diagnostically (MC package A and B)
or a high degree interactively (MC package C). Thereby, one of the two types of
use is always present and is a core element. The pattern of the MC packages reveals
that smaller NFBs use their PMs more diagnostically to track and monitor critical
success factors because managers are accountable for their decisions to the own-
ers, reflecting a principal-agent problem that contraries to the steward perspective of
FBs. Furthermore, MC package B shows high adoption of strategically oriented MA
practices in an environment with high price and quality competition associated with
high day-to-day attention and a high interpretation of PMs by management. MC
package C is situated in a very high price and quality competition in which top man-
agers pay only moderate attention to PMs and, thus, interpret this information on a
low level. However, these NFBs are also high-performers through the adoption of
operational MA practices and the use of PMs in an interactive manner. Uncertainties
from the intensive competition are discussed in regular meetings between managers
and employees. Thus, employees are encouraged to search for new opportunities.
All MC packages show a mix of dominant values of organizational culture. In addi-
tion to clan cultures, which dominated FBs, smaller NFBs also pursue innovative
values represented by adhocracy culture.

5 Discussion and conclusion

The purpose of our study was to expand the current understanding of how the
adoption of operational and strategically oriented MA practices, the use of PMs,
and the emphasis on cultural controls are combined in FBs (i.e., MC packages)
while considering the competitive context in which these firms operate. Our
results show that cultural controls and/or the interactive use of PMs are strongly
related to high firm performance in FBs, thus confirming the assumption that

26 We had to choose a prime implicant because the minimization process results in two prime implicants
that cover one configuration, that is, one prime implicant is logically redundant (Schneider and Wage-
mann 2012). We decided to use the prime implicant with high adoption of operational MA practices and
PMs that are used very high diagnostically that are not used high interactively with a strong emphasis on
cultural controls in smaller NFBs. This decision is based on the theoretical and empirical knowledge that
NFBs are confronted with principal-agent problems. Therefore, the tracking and monitoring of critical
success factors, which are predefined, is essential to verifying that employed managers behave in the
interest of the owner and, thus, in line with the organizational goals.
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cultural controls are effective and relevant in firms with social relations and
strong ties, such as FBs (Dekker et al. 2015; Helsen et al. 2017; Merchant and
Van der Stede 2017). Cultural controls define the social conventions in FBs (Mer-
chant and Van der Stede 2017), which include clan cultural values such as cohe-
sion and commitment (Duh et al. 2010; Cameron and Quinn 2011). In addition to
cultural controls, the interactive use of PMs is also relevant in high-performing
FBs, supporting the general argumentation that the use of PMs is important to
achieving high firm performance and that stewardship behavior-induced com-
mitment in FBs fosters interactions with employees by discussing information in
face-to-face meetings (e.g., Bourne et al. 2005; Henri 2006; Songini and Gnan
2015). Our results, which are consistent with stewardship behavior, emphasize
the importance of shared values and norms and interactions between members of
FBs as a way to achieve firms’ goals and eventually high firm performance (Dyer
2006).

Our study also sheds light on the adoption levels of MA practices in FBs. By
analyzing a wider MC package, our study reveals that operational and strategi-
cally oriented MA practices in combination with cultural controls and/or inter-
active use of PMs can also be highly adopted in FBs. In particular, we confirm
previous findings (see MC package 1) that smaller FBs adopt fewer MA prac-
tices (e.g., Feldbauer-Durstmiiller et al. 2012; Speckbacher and Wentges 2012)
but combine them with a high level of knowledge sharing in face-to-face meet-
ings (Pittino et al. 2018). However, we also find two additional MC packages for
smaller FBs with high adoption of MA practices (see MC packages 2 and 3).
Thereby, the intensity of competition is a well-known, crucial factor in explaining
the configuration of MC packages (Amat et al. 1994; Songini et al. 2018). Gen-
eral MA and MC research has found an increase in the adoption of MA practices,
the use of PMs, and emphasis on MCs with the intensity of competition (Khand-
walla 1972). Our results confirm these previous findings for FBs in a highly inten-
sive price and quality competition. PMs are diagnostically and interactively used
with a very high intensity of attention and interpretation of information from PMs
by the top management (see MC packages 3 and 4). Smaller FBs are potentially
more heterogeneous than larger FBs because they have far fewer MA practices
than large FBs and, thus, focus only on the collection and use of certain informa-
tion that they need depending on their competitive situation (see MC packages
1 and 6). Furthermore, we confirm that FBs in very intense competition achieve
only low firm performance when they collect and use their PMs on a low level
and weakly emphasize cultural controls (see MC package 7). Beyond the previous
results of the FB literature, which mainly investigated family involvement, we can
also highlight the intensity of the competition as a factor that influences the con-
figuration of MC packages. Moreover, by considering the industry data despite a
heterogeneous distribution of the responding firms (see Panel A Table 1), we

27 To draw conclusions regarding the industry, the previous six industry sectors were combined into two
sectors. Manufacturing consists of construction and manufacturing. Service consists of transportation,
wholesale, retail, and service.
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find that MC packages 6 and 7 consist only of manufacturing firms, whereas MC
packages 1 to 5 do not reflect a clear distribution of manufacturing and service
firms. This additional consideration shows that, for the low performing configura-
tion type of industry—here, manufacturing firms—are relevant.

Furthermore, our study shows that smaller FBs and NFBs vary in the adoption
level of MA practices, use of PMs, and emphasis on cultural controls. In particular,
NFBs do not strongly emphasize cultural controls and diagnostically use their PMs
to a very high extent (see MC packages A and B). This finding is consistent with
Acquaah (2013, p. 144), who argues that “[...] diagnostic controls may be the forte
of NFBs [...]”. Considering stewardship theory, firms with strong commitment and
mutual trust reduce the diagnostic use of PMs. However, in NFBs, problems arise
because of a lack of alignment between the goals of the principals and agents. A
better alignment of the goals of the principals and agents can be reached through
agent-based governance, such as monitoring systems. According to agency theory,
this action results in a more diagnostically driven use of PMs. Thus, the detected
MC packages of FBs are not applicable to small and medium-sized firms in general,
especially NFBs.

Our findings expand research on MA and MC in FBs in a number of ways. First,
our findings show that not all MA practices observed to be or not to be associated
individually with firm performance (e.g., Daily and Dollinger 1992; Speckbacher
and Wentges 2012; Dekker et al. 2015) are necessarily relevant for achieving high
firm performance when examined as part of MC packages (referring to conjunc-
tional causation). Therefore, our study is the first attempt to identify MC packages
that provide a more fine-grained understanding and add a classification scheme
describing the configuration of different MA practices and cultural controls in FBs.
Furthermore, the applied fs/QCA method provides information on the relevance
of the adoption of MA practices and the use of PMs and cultural controls within
a package by distinguishing among the redundant, peripheral, and core elements.
Other methods, such as profile deviation and cluster analysis, which are commonly
used to investigate MA practices and MCs in combination (e.g., Moores and Yuen
2001; Bedford and Malmi 2015; Kruis et al. 2016), provide only limited insights
into the inner functioning of MC configurations. Our results confirm that the inter-
active use of PMs and/or cultural controls are core elements in each MC package
and, thus, are more crucial success factors in FBs, which is supported by steward-
ship theory.

Second, our study presents empirical evidence for the existence of the equi-
finality of MC packages (Erkens and Van der Stede 2015; Bedford et al. 2016).
Research based on contingency theory has often ignored the possibility of several
viable responses to certain contingencies (Dent 1990; Fisher 1998) and instead
has assumed a direct relationship between MA practices and/or MCs and con-
text. However, our results do not mean that conventional contingency analyses
are invalid because most of the MA practices within high-performing MC pack-
ages observed in our study are consistent with prior research (e.g., Speckbacher
and Wentges 2012; Acquaah 2013). However, we identify six high-performing
MC packages of FBs that are equally effective. In contrast to, for example, using
regression analysis with interaction terms for MC configuration research, QCA
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allows for finding such equifinal configurations. Our findings show that FBs dif-
fer from one another not only as the previous literature has shown in terms of
the composition of the board and management (e.g., Garcia-Castro and Aguilera
2014; Samara et al. 2017; Samara and Berbegal-Mirabent 2018) but also in terms
of the configurations of MA practices and cultural controls. Thus, we illustrate
that FBs apply a wide variety of control combinations, and we contribute to fill-
ing the knowledge gap regarding FB heterogeneity.

Third, our study refines the previous literature (e.g., Anderson and Reeb 2003;
Dyer 2006) that addresses firm performance in FBs by also specifically examining
low-performing FBs. Thus, we contribute to the discussion of asymmetry (Bedford
and Sandelin 2015). Our findings show that MC packages are not logically contra-
dictory because the MC packages of a low-performing FB are not combinations of
the opposite characteristics of the MC packages of high-performing FBs, which
indicates asymmetry.

Overall, our study emphasizes the need to investigate a large MC package in an
FB setting and expands the literature by exploring equifinal combinations of MA
practices and cultural controls in FBs, thus, responding to the calls of Helsen et al.
(2017) and Songini et al. (2018). In summary, this study has theoretical implications
for FB research. The identified and refined MC packages expand scholars’ interpre-
tative scope regarding both high- and low-performing FBs and allow for practical
comparisons across FBs in terms of the adoption of MA practices, the use of PMs,
cultural controls, firm size, and additional context variables, such as the intensity of
competition. Our study demonstrates that the narrow focus on individual MA prac-
tices is not sufficient because it neglects interrelations with other MA practices and
cultural controls. In particular, cultural controls and/or the interactive use of PMs
are crucial factors for successful FBs. Furthermore, the applied research methodol-
ogy of QCA allows for the identification of equifinal and asymmetrical configura-
tions (MC packages) and, thus, offers a new way to analyze FBs.

In addition to the theoretical implications, our findings have implications for
practitioners. This study shows that MA practices alone are not sufficient for achiev-
ing high firm performance; instead, a combination of the adoption of MA practices,
use of PMs, and cultural controls is required. If management fails to emphasize the
use of PMs or shared values and beliefs and communicate desired behavior, the FB
cannot be successfully controlled. Furthermore, our study provides evidence that
more than one way can be used to control an FB successfully. Therefore, an FB
should identify the configuration to which it best fits. The first step in this process is
the evaluation of its competitive environment. Next, FBs have equifinal managerial
choices to select a suitable MC package (e.g., for tough price and quality competi-
tion, MC packages 3 to 5, and for moderate price and high quality competition, MC
packages 1 or 6).

Our exploratory study represents a first step in identifying MC packages in FBs
and can provide a basis for future research. For example, scholars could refine our
MC packages in terms of the professionalization stages of FBs (Dekker et al. 2013)
or in terms of the impacts of successors. Furthermore, future research could con-
sider additional social MCs, such as personnel controls or action controls (Kleine
and WeiBlenberger 2014; Goebel and Weilenberger 2017a, 2017b; Merchant and
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Van der Stede 2017), which might have systematic associations with the MCs con-
sidered in this study but that have not been regarded thus far in FB research. Moreo-
ver, previous research shows that diagnostic and interactive use can be complements
(e.g., Henri 2006). However, “QCA does not specify whether attributes are interde-
pendent [e.g., complements] [...]” (Bedford and Sandelin 2015, p. 22). However, the
identified configurations of QCA may be used in future studies to inspire the investi-
gation of complementary effects.?

Despite the contributions to theory and practice, this study is not devoid of
limitations. The results and evidence are derived from a sample of German firms.
Although the representation of FBs in Germany is similar to that in other European
countries (IFERA 2003), further studies should be conducted to assess the general-
izability of our results to different national settings. We are aware that the explored
MC packages can vary across countries based on national cultures. Another limita-
tion of our study is that the definition of FBs is based on ownership only. We do
not consider the degree of family involvement (measured by FIBER or F-PEC). Our
study examines the MC package of FBs from an external perspective (e.g., driven
by contextual factors, such as competition). However, how the degree of family
involvement is associated with the MC packages would be interesting to determine.
Furthermore, this study examines control configurations regarding financial firm
performance. Therefore, the association between FB configurations and nonfinancial
goals could also be analyzed because nonfinancial issues (e.g., environmental and
social performance, quality of products or services, and MC effectiveness) are also
important. Another limitation is that we rely on more formal than informal parts of
cultural controls. Only items two and three cover more informal aspects of cultural
controls (see Table 3), although the examples of core values given in these items
highlight rather technical aspects (e.g., quality of processes/products, first-class ser-
vice, speed). Because informal parts of cultural controls have special significance
for FBs, this might limit the results of our study. For future research to clearly dif-
ferentiate between formal and informal cultural controls by investigating whether
a difference exists between these two expressions in FBs would be interesting. A
further limitation is the reliance on survey data from the subjective assessments of
a member of the top management team. While considerable effort was exerted for
the survey development, pretests, and assessment of construct validity, our measures
might still be affected by noise. In addition, although several tests suggest (except
for the comparison of sales) that our study might not significantly suffer from non-
response bias, this possibility cannot be completely excluded. Finally, although our
findings illustrate several ways to achieve high firm performance in a given context,

28 However, some QCA studies (e.g., Misangyi and Acharya 2014) examine substitutes and comple-
ments. Misangyi and Acharya (2014) used an analysis of sufficient conditions to combine two conditions
as a complement pair via an “and” operation that uses the minimum value and a substitute pair via an
“or” operation that uses the maximum value. Each pair was examined separately in a specified model.
Following the procedure described by Misangyi and Acharya (2014), we conducted an additional analy-
sis of complements and substitutes. The results suggest that diagnostic use and interactive use as well as
interactive use and cultural controls operate as complements because of empirical relevance (i.e., cover-
ages exceed the coverage of the base model: diagnostic-interactive: 0.68; interactive-cultural: 0.72; base
model: 0.62) (Misangyi and Acharya 2014).
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they do not imply that FBs “[...] have unrestricted agency in selecting the [MA
practices and MCs] that constitute [a high firm performance leading] MC package or
that these choices are without causal antecedents” (Bedford et al. 2016, p. 23).

Despite these limitations, this study expands the MA and MC research by identi-
fying seven MC packages for FBs, examining how and why MA practices, types of
use, and cultural controls combine. Therefore, we can clearly answer our research
question by identifying consistent and equifinal configurations of MA practices and
cultural controls for high-performing FBs (e.g., different MC packages). There-
fore, we expand the current understanding of the choice and consequences of com-
binations of MA practices and cultural controls in the competitive context of FBs.
Finally, our results show that a strong emphasis on interactive use of PMs and/or
cultural controls is crucial to successfully controlling an FB.
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