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Introduction
This paper assumes that applying the terms fam-
ily and business to an organization implies that the
purpose of the organization is to provide posi-
tive outcomes for both the family and the busi-
ness. Producing positive outcomes for both, how-
ever, seems somewhat at odds.  The processes
necessary to produce a successful business may
disrupt a family, and the processes necessary to
promote harmonious family interactions may
interfere with a thriving business.

For example, consider the differences be-
tween a bureaucracy and a family.  According to
Weber’s bureaucratic model of business, the pur-
pose of business organizations is to maximize
productivity (Henderson & Parsons, 1947).
Thus, a business should eliminate anything that
diminishes productivity, including hiring and
promoting based on family relationships.  We-
ber argues that the reason German organizations
did not perform to potential was that people were

The Contribution of Leadership
Style and Practices to Family and
Business Success
Ritch L. Sorenson

Based on Dyer’s (1986) study of family business cultures, this study derives five approaches to
leadership: participative, autocratic, laissez-faire/mission, expert, and referent.  It argues that
participative, expert, and referent leadership should produce positive outcomes for the business and
the family, and high levels of employee satisfaction and commitment.  It also argues that autocratic
and laissez-faire/mission leadership should be associated with relatively negative outcomes for the
business and the family and produce low levels of employee satisfaction and commitment.  A study
of 59 small family businesses produced the following significant results: participative leadership is
positively related to both family and business outcomes as well as to employee satisfaction and com-
mitment; referent leadership is positively related to family outcomes and employee satisfaction; and,
unexpectedly, laissez-faire/mission leadership is positively related to employee commitment.  Using
correlational data as the basis, the paper discusses practices that might promote participative, refer-
ent, and laissez-faire/mission leadership.

hired because of social standing or “privileged
status” rather than job-related qualifications.  He
argues that organizations should be rational and
efficient and be founded on principles of logic,
order, and legitimate authority.  A major role of
managers is to control and regulate activities care-
fully.

From this bureaucratic perspective, family
businesses should include only family members
who help maximize organizational performance.
Moreover, business and family should be kept
separate, and the treatment of family members
working in the business and other employees
should be identical.  Family members should be
hired, promoted, and rewarded based on qualifi-
cations.  They should be monitored, and if they
do not perform to set standards, then they should,
like other employees, be reprimanded or fired.

On the other hand, the purpose of a family
is to support, develop, and nurture family mem-
bers.  From this perspective, family comes first,
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business second.  Family members are “insiders,”
others are “outsiders.”  Family provides a place
of refuge and safety for family members.  Emo-
tions and family values such as patience, kind-
ness, and love are prominent factors in making
family decisions. Family resources are devoted
to family members.  And even less talented and
ambitious family members are favored over out-
siders when distributing family resources.

In combining families and businesses, com-
patibility problems thus arise (Hollander &
Elman, 1988; Lansberg, 1983).  How does a fam-
ily business maintain a standard that yields maxi-
mum performance and, at the same time, accom-
modate the interests of the family?  It seems that
one or the other will have to adapt.  The family
can bend to the interests of the business, or the
business can yield to the interests of the family.
Ideally, the means and structure can be found to
optimize the interests of both the family and the
business (Whiteside & Brown, 1991).

Some families resolve this potential conflict
between business and family by adopting the ra-
tional-bureaucratic model: that family issues can-
not influence the business (Hollander & Elman,
1988) and the family cannot discuss business is-
sues.  In addition, family members are involved
in the business only if they meet or exceed strict
organizational standards.  This model establishes
rigid boundaries between business and home life.
At home, the roles are parent and child; at work,
the roles are boss and employee.  Undoubtedly,
in such arrangements, some family relationships
suffer, particularly when performance-based de-
cisions must be made at work regarding promo-
tions, rewards, or reprimands.

Out of necessity or personal choice, many
families have chosen to include family in the busi-
ness because of family relationships.  In some family
businesses, family relationships take precedence
over business success (Dunn, 1995).  Family
members are hired no matter the qualifications.
Depending on their talents, personality, and work
ethic, the business either benefits or suffers.

Some family businesses manage to merge
family and business very successfully and take
advantage of the unique characteristics of a fam-

ily in business (see Aronoff & Ward, 1995;
Kirchhoff & Kirchhoff, 1987).  Others fail, re-
sulting in negative repercussions for both the
family and the business.

Based on Dyer’s (1986) study of business
cultures, this paper argues that the nature of lead-
ership that the founder and other family manag-
ers exhibit establishes organizational norms, in-
cluding how and when family members partici-
pate in the business.  Each form of leadership
treats family members differently, yielding dif-
ferent results. For example, in some businesses,
the founder retains tight control, excluding or
limiting the input of family members.  In other
family businesses, family members are considered
insiders and nonfamily members are outsiders.
Some businesses treat all employees like family
members.

Balancing family and business is not an easy
task, but one that family businesses must address.
This paper assumes that most family businesses
desire both positive family outcomes and posi-
tive financial outcomes.  Furthermore, it assumes
that some forms of leadership might be better
able to deliver both business and family outcomes.
This paper provides an overview of five ap-
proaches to leadership in family businesses and
discusses their relative merit. It then reports an
empirical test of the efficacy of these leadership
approaches in achieving desired family and busi-
ness outcomes, examines the practices of small
family businesses that use these approaches, and
provides recommendations.

Family Business Leadership
In 1986, Dyer published a study that has become
a classic in family business literature.  Dyer’s study
provides insights into the types of leadership
prominent in family businesses.  After examin-
ing over 40 family businesses, he categorized the
businesses into four cultures.  Dyer’s description
of each culture portrays a different form of man-
agement behavior.  Although he did not label the
behavior as leadership, his choice of titles for two
of the four cultures – participative and laissez-faire
– are, in fact, titles commonly used to describe

Sorenson

 at University of Liverpool on September 28, 2012fbr.sagepub.comDownloaded from 

http://fbr.sagepub.com/


185

leadership styles.  Moreover, Dyer describes fam-
ily management behavior sufficiently enough to
infer the type of leadership in each culture.

According to Dyer (1986), the most promi-
nent type of family business culture is paternal-
istic.  In a paternalistic culture, relationships are
arranged hierarchically. Family leaders retain all
key information and decision-making authority,
and managers closely supervise employees, giv-
ing subordinates little discretionary leadership
(Hunt, Osborn, & Schuler, 1978).  Autocratic
leadership best describes the management behav-
ior in this type of organization.

A second type of culture is called participa-
tive.  This type of culture is relatively rare.  Rela-
tionships tend to be based on trust and be group
oriented; status and power are minimized.  All
employees are viewed as resources for informa-
tion and problem solving.  Performance evalua-
tion criteria are applied universally to family and
nonfamily organization members.  The growth
and development of all employees is important.
Participative leadership describes the type of
management behavior in this culture.

Dyer (1986) labels the third culture laissez-
faire.  Here, management defines the mission and
goals for employees and expects employees to be
proactive in pursuing them.  However, employees
are given wide latitude.  High levels of trust exist,
and authority is delegated to lower level decision
makers.  These behaviors are consistent with
descriptions of laissez-faire leadership with one
exception – the leaders in this type of family
business define the mission or goals for
employees.  Thus, this form of leadership is
referred to here as laissez-faire/mission leadership.

The final culture is labeled professional.  This
culture assumes that individual motivation and
achievement should be paramount.  Maximizing
one’s own rewards is the primary criterion for
making decisions.  The environment is very com-
petitive, with everyone striving to rise to top po-
sitions.  Both individuals and various groups are
given decision-making authority.  Given Dyer’s
(1986) lack of specificity about management be-
havior, it is difficult to label the type of leader-
ship in this culture.  Because hierarchy does not

dominate and recognition for accomplishment
is paramount, this study assumes that leaders in
professional cultures emerge as they would in an
unstructured small group – based on expertise
or desirable personal attributes (Bass, 1990).  In
this paper, these abilities are referred to as expert
leadership and referent leadership, respectively
(French & Raven, 1959).

The Relationship Between
Family Business Leadership and
Achieving Desired Outcomes
This study uses four outcomes as indicators of
family business success.  Organizational behav-
ior research is the basis for arguing whether the
forms of leadership derived from Dyer’s (1986)
research might achieve those outcomes.

The first outcome is financial performance
of the business.  Because financial performance
is arguably the most important outcome of any
business, this study refers to financial perfor-
mance as business outcomes.

The second outcome is family outcomes.
Researchers identify several desirable outcomes
for a family business.  Dunn (1995) examined the
philosophies, practices, and success themes in
Scottish family businesses.  Although not men-
tioned specifically as outcomes, Dunn found that
families in business desire quality working and
home relationships, a good reputation in the
community, family financial security, transfer of
wealth and ownership within the family, and jobs
for family members.  Sorenson (1999) developed
a measure of family outcomes that includes ele-
ments similar to Dunn’s.  His measure includes
family independence and satisfaction, a tight-knit
family, respect in the community, child develop-
ment, and development of new businesses for
family members.  This study uses Sorenson’s
measure to assess family outcomes.

A third measure of outcomes common to
both the family and business literature is satis-
faction and commitment.  Satisfaction and com-
mitment have long been used as measures of de-
sired outcomes of organizational practices.  Sat-
isfaction and commitment are a gauge of willing

The Contribution of Leadership Style and Practices to Family and Business Success
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effort.  For example, a recent meta-analytic re-
view indicates that satisfaction and commitment
are indicators of employee willingness to con-
tribute to the organization beyond role expecta-
tions (Organ & Ryan, 1995).

Participative Leadership. Participative lead-
ership occurs when the head of an organization
involves organizational members in making de-
cisions and guiding the organization.  Originally,
participative leadership research focused on
groups (e.g., Coch & French, 1948).  Later,
conceptualizations of participation included in-
dividuals.  Levels of participation may vary from
gathering information and consultation to joint
decision making and delegation (e.g.,
Tannenbaum & Schmidt, 1958; Vroom & Yetton,
1973).

Participation provides an important mecha-
nism for family businesses – the interpersonal
processes for adaptation and change.  Two major
studies of family businesses come to similar con-
clusions about the importance of change in fam-
ily business.  Ward (1987) notes that businesses
today face increasing competition and shortened
product cycles and advocates that the greatest
threat to business is failure to change.  Dyer
(1986) agrees and argues that to maintain suc-
cess, many family firms need to make fundamen-
tal changes in their organizational culture.  Both
authors assert that the key to change lies in the
leadership of the firm.

Participative leadership also tends to build
understanding and cohesive teamwork, increases
satisfaction, resolves conflicts, increases decision
acceptance, improves decision quality, develops
leader and decision-making skills, increases un-
derstanding of the business, and enriches work
(Bass, 1990; Yukl, 1998).  This study assumes that
participative leadership will produce superior
outcomes because it gives voice to multiple per-
spectives and involves individuals in ways that are
likely to produce vitalizing commitment as well
as satisfaction.

Autocratic Leadership.  Autocratic leader-
ship is often contrasted with participative lead-
ership. Dyer (1986) describes the autocrats in his
study as “action-oriented” and “doers.”  Bass

(1990) characterizes an autocratic leader as one
who decides without consultation, is highly con-
cerned about structure and performance, and, at
the extreme, is a task-driven, punitive “bull in
the woods.”  Bass (1990) cites research indicat-
ing that autocratic leadership produces low mo-
rale and satisfaction as well as high stress and
turnover.  Moreover, autocratic leadership may
or may not induce productivity.

Because autocratic leadership limits focus
and lacks flexibility, this study assumes that it will
not satisfactorily address the multiple concerns
and issues of family members or produce em-
ployee satisfaction and commitment.

Laissez-Faire/Mission Leadership. Laissez-
faire leadership allows freedom of choice in
decision making.  In his review, Bass (1990) finds
that, in general, laissez-faire leadership results in
low levels of organization, efficiency, productivity,
morale, and satisfaction.  However, Bass also
notes that when the leader or the task itself
establishes boundary conditions, motivated and
competent individuals can be productive under
laissez-faire leaders.  For example, research
scientists who are given the freedom to manage
research projects or trained sales staff who are
allowed flexibility in striving for sales goals can
achieve high productivity.

Dyer’s (1986) version of laissez-faire leader-
ship includes mission, which establishes a broad
boundary.  However, a mission boundary may not
be specific enough to define subordinate expec-
tations clearly.  Such boundaries may need to be
explicit, including such things as quality standards
or project deadlines.  Moreover, the employees
in a family business may or may not be compe-
tent and motivated.  Thus, although defining a
mission would likely enhance the effectiveness
of laissez-faire leadership, this study assumes it
is unlikely that laissez-faire/mission leadership by
itself will deliver positive outcomes for the fam-
ily and the business. Nor will it deliver employee
satisfaction and commitment.

Referent and Expert Leadership. Yukl (1998)
categorizes expert and referent leadership as per-
sonal attributes that are sources of interpersonal
power in organizations.  Research indicates that

Sorenson
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both forms of leadership gain employee satisfac-
tion and commitment (Kipnis, 1976; Kotter,
1985).

Expert leadership derives from specialized
knowledge and technical skill.  Such expertise can
include information knowledge, wisdom, good
decision-making skills, and sound judgment.  It
may also include knowledge of rules, regulations,
and networks of influence.  Studies suggest that
individuals in organizations defer to, cooperate
with, and agree with perceived experts (see Bass,
1990 for a discussion and review).  Thus, expert
leadership may elicit the support necessary to
achieve desired business and family outcomes.

Referent leadership occurs when individu-
als have positive regard for and a desire to please
the leader (French & Raven, 1959).  Charisma
might be viewed as a variant of, or akin to, refer-
ent leadership (Bass, 1990; Yukl, 1989).  There is
an increase in referent leadership when the leader
is perceived as being fair, friendly, considerate,
concerned about the needs and feelings of oth-
ers, respectful, and trusting.  It is diminished
when leadership is negative or arrogant.  Studies
demonstrate that referent leadership is associated
with improved performance, satisfaction, role
clarity, and work attendance (Podsakoff &
Schriescheim, 1985).  This study assumes that
referent leadership should result in increased
employee satisfaction and commitment.  It should
also elicit the support necessary to obtain desired
outcomes for both the family and the business.

Based on the previous discussion, this study
tests the following hypotheses:

Hypothesis 1: Autocratic leadership
and laissez-faire/mission leadership will be
negatively associated with employee satis-
faction and commitment.

Hypothesis 2: Participative, referent,
and expert leadership will be positively
associated with employee satisfaction and
commitment.

Hypothesis 3: Autocratic leadership
and laissez-faire/mission leadership will be

negatively associated with desired business
and family outcomes.

Hypothesis 4: Participative leadership,
referent leadership, and expert leadership
will be positively associated with desired
business and family outcomes.

Leaders use a variety of means beyond one-
on-one contact to influence followers.  Such prac-
tices include formal plans, empowered employ-
ees, family retreats, and a formal organizational
structure.  This study sought to determine man-
agement practices that contribute to successful
leadership in family businesses.  Therefore, the
study asked the following research question.

Research Question: Which manage-
ment practices are associated with effec-
tive forms of leadership in family busi-
nesses?

Methodology
Students at a southwestern university invited
owners and managers of family businesses from
a variety of cities and locations in Texas to com-
plete a survey of family business practices.  Over
70% of those invited to participate completed
surveys.  Data analyses included only those sur-
veys completed by family-member managers and
those who identified theirs as a family business.
Table 1 summarizes the demographic character-
istics of participants.

Leadership Approaches. Because no single
existing measure assesses the leadership charac-
teristics that Dyer describes (1986), a question-
naire was created from a number of different
sources.  Most of the items came from other es-
tablished scales.  Participation items were adapted
from the Michigan Organizational Assessment
Questionnaire (Cammann, Fichman, Jenkins, &
Klesh, 1983).  Laissez-faire and referent leader-
ship items were adapted from the Multifactor
Leadership Questionnaire (Bass, 1985).  Addi-
tional items were created to assess the forms of
leadership derived from Dyer.  The top of the

The Contribution of Leadership Style and Practices to Family and Business Success
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questionnaire contained the statement, “Top-
level leadership in our organization…”  Then
respondents were provided 28 statements de-
scribing leadership and a Likert-type scale for
each item.  Respondents evaluated each item on
a 7-point scale from “strongly disagree” to
“strongly agree.”

Responses were factor analyzed using prin-
cipal component analysis, varimax rotation.  Five
factors with an eigenvalue greater than 1 emerged
from the analysis.  Items were retained if they
had a factor score of .50 or greater and a cross-
loading on other factors of .40 or less.  Using
these criteria, 15 of the original 28 items were
retained (see Table 2).

The first factor is labeled referent leadership
(alpha = .84).  It accounts for 23% of the variance
and includes five items:  “is always fair with em-
ployees,” “inspires loyalty,” “shows great insight
about doing its job,” “is a model for employees
to follow,” and “makes employees proud to be
associated with him/her.”  Some of the original
items adapted from Bass’s (1985) measure of cha-
risma did not load on this factor, but an item that
focused on fairness did.  The resulting factor is
consistent with referent leadership.

The second factor is labeled participative lead-
ership (alpha = .82).  It accounts for 19% of the

variance and includes four items: “encourages
subordinates to participate in important deci-
sions,” “keeps informed about the way subordi-
nates think and feel about things,” “encourages
subordinates to speak up when they disagree with
a decision,” and “helps subordinates with personal
problems.”  These items combine Camman
Fichman, Jenkins Jr., and Klesh’s (1983) partici-
pation items with their problem-solving items.

The third factor is labeled laissez-faire/mis-
sion leadership (alpha = .71).  It accounts for 11%
of the variance and includes two items:  “leaves
employees alone to work,” and “transmits a sense
of mission to employees.”  Items such as “ …only
tells employees what they need to know to do
their job” from Bass’s (1985) measure of laissez-
faire leadership did not load on this factor.

The fourth factor is labeled expert leadership
(alpha = .58).  This factor accounts for 11% of
the variance and includes two items: “is very
knowledgeable in this profession” and “ is expert
in its profession.”

The fifth factor is labeled autocratic leader-
ship (alpha = .61).  It accounts for 10% of vari-
ance and includes two items:  “sometimes ma-
nipulates employees” and “is very dominating.”
Some of the items consistent with autocratic lead-
ership from Camman Fichman, Jenkins Jr., and

Sorenson

Table 1. Demographics of Businesses Participating in Survey*

Gender Business Industry
Female 19 Privately Held 29 Retail 20
Male 40 Sole Proprietorships 17 Construction 9

Other 13 Agriculture 6
Ethnicity Manufacturing 6
Caucasian 56 Generations in Business Finance/Ins./Rl. Estate 7
Hispanic 3 1 13 Other 10

2 32
Board of Directors 3 or more 13 Number of Employees
Yes 26 2-5 23
No 33 Total Owners/Stockholders 6-10 13

1 8 10-20 10
Location 2 30 21-50 12
Metropolitan 26 3 7 51-75 1
Urban/Suburban 13 4 6
Rural 19 5 or more 5

*Fifty-nine businesses are represented here; in cases of missing data, the subcategory total is less than 59.
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Klesh (1983), such as “makes decisions without
asking subordinates for their opinions” and
“maintains tight control over employees,” did not
load on this factor.

The leadership factors that emerged from
data analyses parallel Dyer’s (1986) descriptions
of managers in family firms.  The laissez-faire/
mission factor in particular stood out because it
included both elements that Dyer describes in his
“laissez-faire culture” – providing a mission and
allowing employees the freedom to act.

The remaining leadership factors have only
minor differences with Dyer’s.  First, although
both types of leadership are autocratic, Dyer’s
description of management behavior in the pa-
ternalistic culture seems to be benevolent auto-
cratic.  But the form that emerged here in factor
analyses might be better labeled exploitive auto-
cratic (Likert, 1961).  Second, expert and refer-
ent leadership factors describe the kind of lead-
ership that would likely emerge in a professional
environment (Bass, 1990).  However, because
Dyer provided no details about leader-like be-

havior in professional cultures, there is no con-
crete basis for comparing the results in this study
to those of Dyer’s study.

Family Business Practices. The study in-
cludes a measure of family business practices.
Family business managers were asked to indicate
the extent to which they value and use a variety
of practices in daily operations.  Managers re-
sponded on a 7-point scale from “minimally val-
ued and used” to “extensively valued and used.”
The items included in the scale were factor ana-
lyzed.  Nine measures derived from factor analy-
ses were used to test the research question.

The first measure, family business values,
consisted of the items “train employees in our
business values/principles” and “rewards for
adopting our business values” (alpha = .63).  The
second measure, formal family business man-
agement, consisted of “formal appraisal of fam-
ily members,” “formal code of ethics,” “profes-
sional management practices,” and “regular for-
mal family meetings” (alpha = .75).  The third
measure, teamwork, consisted of “participation,

The Contribution of Leadership Style and Practices to Family and Business Success

Table 2: Factor Analysis of Approaches to Leadership

Varimax Component Factor Scores
 Individual Items F1 F2 F3 F4 F5

Top-level leadership in our organization…
. . . makes employees proud to be associated
            with him/her. .80 .23 .14 .05 .20
. . . is always fair with subordinates. .59 .32 .25 -.31 -.18
. . . inspires loyalty .78 .30 .06 -.16 .07
. . . shows great insight about doing its job. .76 .04 .36 -.04 .07
. . . is a model for employees to follow. .84 -.03 .02 -.16 .16
. . . encourages subordinates to participate
            in important decisions. .10 .90 .07 .02 .09
. . . keeps informed about the way subordinates
            think and feel about things. .39 .66 .11 -.19 .17
. . . encourages employees to speak up when
            they disagree about decisions. .24 .76 -.17 .01 -.19
. . . helps subordinates with personal problems. -.03 .77 .28 -.15 .24
. . . is very knowledgeable in this profession. .23 .12 .83 -.23 -.04
. . . is expert in its profession. .18 .03 .78 .02 .25
. . . leaves employees alone to work. -.10 -.17 -.10 .77 -.13
. . . transmits a sense of mission to employees. -.13 .04 -.05 .85 -.01
. . . sometimes manipulates employees. .09 -.00 .09 -.07 .90
. . . is very dominating. .38 .40 .16 -.11 .68
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open discussion,” “assessing employee concerns
and ideas,” “human relations, teamwork, cohe-
sion,” and “innovation and change” (alpha = .90).
The fourth measure, employee empowerment,
included the items “empowerment of employ-
ees to act” and “flexibility, decentralization” (al-
pha = .68).  The fifth measure, formal planning,
consisted of “formal mission/vision statement,”
“formal strategic planning,” and “regular, for-
mal planned change” (alpha = .84).  The sixth
measure – control, structure, delegation – in-
cluded the items “control, centralization,”
“routinization, formalization, structure,” and
“delegation of authority and responsibility” (al-
pha = .76).  Three additional measures were
made up of the following single items: decisions
made informally, regular family retreats, and
consult outside professionals.

Business Outcomes. This study includes four
outcome measures.  The first, business outcomes,
was measured by three items.  First, respondents
were asked to compare their financial perfor-
mance to major competitors in their industries
on the following scale:  (1) much worse, (2) worse,
(3) same, (4) better, and (5) much better.  Sec-
ond, they were asked whether they earned prof-
its in the past five years, with the following op-
tions:  (1) not in the last five years, (2) some of
the last five years, (3) most of the last five years,
and (4) all of the last five years.  Third, respon-
dents were asked how they would characterize
profits in the past five years:  (1) declined some-
what, (2) stayed about the same, (3) increased
somewhat, and (4) increased significantly.  The
three items were combined because they repre-
sent long-term financial profits and they loaded
on the same factor in a principle-component fac-
tor analysis (alpha = .79).

Family Outcomes. Family outcomes were
assessed by a measure that Sorenson developed
(1999).  On a 7-point scale from “strongly dis-
agree” to “strongly agree,” respondents were
asked whether they agreed that their business
delivered the family outcomes listed. These in-
dividual items were factor analyzed resulting in
four constructs.

The first construct, family independence and
satisfaction, was made up of the items “self-re-
spect,” “personal challenge, satisfaction, and re-
wards,” “financial performance,” “quality of work
life,” “security for family,” and “family indepen-
dence” (alpha = .90).  The second factor, tight-
knit family, consisted of the items “time to be
with family,” “family cohesiveness,
supportiveness, and loyalty,” and “tight-knit fam-
ily” (alpha = .86).  The third factor, respect in
community, was made up of the items “name rec-
ognition and respect in community,” “loyal cus-
tomers,” and “goodwill in business community”
(alpha = .77).  The fourth factor, child and busi-
ness development, consisted of the items “family
interest in the business,” “development of
children’s abilities,” and “means for developing
other businesses” (alpha = .71).

Items loading on each factor were averaged
and factor analyzed again.  All loaded on one fac-
tor and obtained an acceptable reliability (alpha
= .78).  These four items were averaged to create
a measure called family outcomes.

Employee Satisfaction and Commitment.
The measures of employee satisfaction and com-
mitment were adapted from measures of attitudes
developed by Cammann, Fichman, Jenkins Jr.,
and Klesh (1983).  The measure of employee sat-
isfaction included three items measured on a 7-
point scale from “strongly disagree” to “strongly
agree.”  The items stated that, in general, em-
ployees in this business “are satisfied with their
jobs,” “are satisfied with their roles in the busi-
ness,” and “feel as though they are really a part
of this business.”  The reliability of this measure
was high (alpha = .91).

Employee commitment included two items
measured on a 7-point scale from “strongly dis-
agree” to “strongly agree.”  The items indicated
that, in general, employees in this business “look
forward to being with each member of the busi-
ness each day” and “feel that what happens in
this organization is really important to them.”
The reliability for these two items was high (al-
pha = .87).
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Table 3. Regression Results of Leadership Styles’ Impact on Business
Outcomes, Family Outcomes, Employee Satisfaction, and Employee

Commitment

Unstandardized Coefficients Stand. Coeffic.
Leader Style Beta Std. Error Beta t Significance

Dependent Variable: Employee Satisfaction

(Constant) 1.583 1.30 1.22 .23

Autocratic -.005 .09 -.006 -.05 .96

Expert -.105 .17 -.076 -.61 .55

Laissez-Faire/Mission .180 .10 .225 1.73 .09

Participative .299 .12 .305 2.55 .01

Referent .377 .17 .297 2.18 .03

Dependent Variable:  Employee Commitment

(Constant) 2.022 1.63 1.24 .22

Autocratic -.016 .12 -.018 -.14 .89

Expert -.158 .22 -.098 -.74 .47

Laissez-Faire/Mission .294 .13 .314 2.26 .03

Participative .393 .15 .342 2.68 .01

Referent .073 .22 .049 .34 .74

Dependent Variable:  Business (Financial) Outcomes

(Constant) .977 .99 .98 .33

Autocratic .083 .07 .156 1.17 .25

Expert -.036 .13 -.038 -.27 .79

Laissez-Faire/Mission -.009 .08 -.016 -.11 .91

Participative .297 .09 .440 3.33 .002

Referent .128 .13 .146 .97 .34

Dependent Variable:  Family Outcomes

(Constant) .081 .84 .096 .92

Autocratic .108 .06 .177 1.80 .08

Expert .130 .11 .119 1.17 .25

Laissez-Faire/Mission -.058 .07 -.091 -.86 .39

Participative .280 .08 .360 3.69 .001

Referent .606 .11 .600 5.39 .000
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Results
Regression analyses were used to test hypotheses.
Table 3 reports the results of the analyses.

Hypothesis 1: Autocratic leadership and
laissez-faire/mission leadership will be nega-
tively associated with employee satisfaction
and commitment.

This hypothesis was not confirmed.  As ex-
pected, authoritarian leadership was negatively
related to employee satisfaction and commit-
ment.  However, the relationship was not sig-
nificant.  Unexpectedly, laissez-faire/mission
leadership was positively related to both em-
ployee satisfaction and commitment.  In addi-
tion, the relationship approached significance for
employee satisfaction (t = 1.73, p = .09) and was
significantly related to employee commitment (t
= 2.26, p < .05).

Hypothesis 2: Participative, referent, and
expert leadership will be positively associated
with employee satisfaction and commitment.

This hypothesis was partially confirmed.
Surprisingly, expert leadership had a negative but
nonsignificant relationship with both satisfaction
and commitment.  Participative leadership was
positively and significantly related to both em-
ployee satisfaction (t = 2.55, p = .01) and com-
mitment (t = 2.67, p = .01).  Referent leadership
was positively and significantly associated with
employee satisfaction (t = 2.18, p < .05), but not
with employee commitment.

Hypothesis 3: Autocratic leadership
and laissez-faire/mission leadership will be
negatively associated with desired business
and family outcomes.

This hypothesis was not supported.  For
business performance, although the overall model
was significant [F (5/53) = 3.02, p  = .02], neither
autocratic leadership nor laissez faire/mission
leadership results were significant (see Table 3).

For family outcomes, although the overall
model was significant [F (5/53) = 14.45, p  <

.0001], neither autocratic leadership nor laissez-
faire leadership results were significant (see Table
3).  Although autocratic leadership approached
significance (p = .08), contrary to predictions, the
relationship was positive.

Hypothesis 4: Participative leadership,
referent, and expert leadership will be posi-
tively associated with desired business and
family outcomes.

This hypothesis was partially supported.
Table 3 shows that participative leadership was
significantly and positively associated with busi-
ness performance (t = 3.33, p = .002).  However,
neither the expert nor the referent leadership
results were significant.

The results in Table 3 indicate that both par-
ticipative leadership (t = 3.69, p = .001) and ref-
erent leadership (t = 5.39, p < .0001) were posi-
tively and significantly related to family out-
comes.  However, expert leadership did not ob-
tain significance.

Research Question: Which manage-
ment practices are associated with effec-
tive forms of leadership in family busi-
nesses?

The research question was examined by cor-
relating styles of leadership with business prac-
tices.  Because participative, referent, and laissez-
faire/mission leadership were the only leadership
styles that obtained significant results in analy-
ses described above, only the correlations asso-
ciated with those leadership styles are summa-
rized below (see Table 4).

Participative, referent, and laissez-faire/mis-
sion leadership were all significantly correlated
with family business values, formal family busi-
ness management, regular family retreats, con-
sult outside professionals, and teamwork.  In ad-
dition, both participative and referent leadership
were significantly correlated with employee em-
powerment.  Referent and laissez-faire/mis-
sion leadership were significantly correlated with
formal planning.  Only laissez-faire/mission lead-
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ership correlated significantly with control, struc-
ture, delegation.  All three forms of leadership
correlated negatively, but nonsignificantly, with
decisions made informally.  The implications of
these findings for managers in family businesses
are discussed below.

Discussion of Leadership
Approaches
This article began by contrasting the purposes and
processes of businesses and families.  It proposed
that some forms of leadership might enable fam-
ily businesses to accomplish the needs of both
business and family.  Results of data analyses sug-
gest that leadership helps to accomplish both out-
comes.  Leadership styles accounted for 36% of
the variance of employee satisfaction, 27% of the
variance of employee commitment, 15% of the
variance of business outcomes, and 54% of the
variance of family outcomes.

In regression analyses, the types of leader-
ship that produced positive outcomes were par-
ticipative, referent, and laissez-faire/mission.  For
each of those leadership styles, the following dis-
cussion summarizes outcomes of the style, de-
scribes the practices with which the style corre-
lated, and describes a family business that uses
the style.  Family businesses that completed the
survey and obtained high scores in participative,
referent, or laissez-faire/mission practices were
interviewed about business practices.  One busi-
ness is used to represent each style.  The busi-
ness names have been changed to maintain con-
fidentiality.

The family practices associated with the vari-
ous leadership styles are based on the correla-
tions listed in Table 4.  Figure 1 graphically sum-
marizes correlations that were significant at p =
.01 or greater.  For clarity and parsimony, Figure
1 includes only higher correlations.  The darker
lines indicate stronger relationships.

Participative Leadership. Participative lead-
ership significantly contributes to the financial
success of small family businesses.  There may
be several explanations for this finding.  One is
that participative leadership promotes change, a

crucial element missing in many family businesses
(Ward, 1987).  Participation allows for the inte-
gration of different perspectives into decisions.
It explores alternatives and allows for flexibility.

Another explanation is that participation
generates commitment (Bass, 1990).  Individu-
als who participate in making decisions are likely
to be committed to them.  Small businesses, in
particular, require commitment from family and
employees to be successful.  The efforts of a few
people have to make a large difference.

Participation was also significantly associated
with family outcomes.  As mentioned above, par-
ticipation invites commitment.  As family mem-
bers participate in a common activity and see that
their input makes a difference, they become com-
mitted not only to the business, but to the fam-
ily.  Participation also enables family leaders to
integrate important family issues and concerns
into family business decisions.  Thus, at least in
some instances, the business can simultaneously
accomplish business and family goals.

Figure 1 summarizes correlational relation-
ships between management practices, leadership
approaches, and outcomes.  It shows that the
practices most highly correlated with participa-
tive leadership are: consult outside profession-
als, family business values, regular family retreats,
and teamwork.  These relationships provide in-
sight into how participative leadership functions.
The emphasis on family business values suggests
that instead of formality, control, and structure,
a business led by participative leaders relies on a
strong organizational culture to define appropri-
ate behavior.  Family values provide broad guide-
lines that allow for flexible choice.  Because the
culture, not formal rules and standards, guides
behavior, the business is relatively open and adap-
tive.  External experts are consulted to guide
change.  Change can occur quickly because of
the open communication that characterizes par-
ticipation.  Family retreats help maintain inter-
personal relationships and reinforce family val-
ues.  They enable family members to develop the
trust and rapport necessary to work as a team.

Rodeo Outfitters. Rodeo Outfitters devel-
oped a niche in manufacturing specialized rodeo
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equipment.  Participative leadership in this busi-
ness is an ongoing daily process.  The business
stays in close contact with customers who use
their equipment in rodeos.  Employees discuss
problems with customers and explore possible
improvements.  Customer concerns and insights
are shared with the team of about 15 employees.
The atmosphere is very open as the team works

together to meet customer needs.
Managers meet regularly with an accountant

and less frequently with a lawyer.  They also at-
tend Chamber of Commerce meetings to up-
grade knowledge of business practices.  Rodeo
Outfitters doesn’t have formal family retreats.
However, informal daily discussions about the
family and the business take care of important
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Figure 1. A Summary of Relationships Among Family Business Practices,
Leadership Styles, and Family Business Outcomes

   Practices Leadership Outcomes

Consult Outside
Professionals

Control, Structure, Business
Delegation

Referent
Decisions Made
Informally Family

Employee
Empowerment Participative

Family Business
Values Employee

Satisfaction

Formal Family Laissez-Faire/
Practices Mission

Employee
Formal Planning Commitment

Regular Family
Retreats

Teamwork

Note: For ease in interpretation, only correlations with a p value greater than .05 are shown.
p < .01
p < .001
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interpersonal and business issues.
The management team of three people

meets weekly.  They meet on a fairly frequent
basis with all employees to address general com-
pany issues.  At these meetings, problems and
policies are openly discussed.  The company
views itself as “honest and hardworking.”  It
actively promotes values such as integrity, fair-
ness, and confidentiality.

Referent Leadership. Referent leadership
was significantly associated with family out-
comes and employee satisfaction.  The items
included in the referent measure describe a
leader with whom family members and employ-
ees can identify – one they can trust and rally
around because the leader knows the business,
inspires loyalty, and makes employees proud to
be associated with him or her.  Research shows
these characteristics consistently lead to satis-
fied employees (Bass, 1990).

Figure 1 shows that referent and participa-
tive leadership are correlated with the same
kinds of management practices (see the previ-
ous discussion of participative leadership).
However, referent leadership is correlated with
one additional practice – employee empower-
ment.  Referent leaders rely on values, inter-
personal influence, and relationships to man-
age employee behavior, and they empower their
employees to act within the value-based frame-
work.

The correlations represented in Figure 1
suggest that the credibility that referent lead-
ership establishes is, in part, gained by model-
ing family business values – the leader is the
symbol of the organizational culture.  The ref-
erent leader gains further credibility by con-
sulting with external experts and showing in-
sight about the business.

Household Interiors. Household Interiors
is built around a very strong referent leader.  Ac-
cording to the daughter who works as the office
manager, the mother, who owns the company,
is the core of the business – she makes it suc-
cessful.  The daughter worries that it will take
two or three people to replace her mother when,
and if, she retires.  This owner has an unusual

mix of artistic talent, business savvy, and energy.
No matter how diligent the employee, he or she
feels guilty around the owner because she is con-
stantly in action.  She performs a myriad of tasks.
But her most important role is visiting custom-
ers to complete sales and make calculations nec-
essary for orders.  Interior designers from other
businesses testify to her worth; they consult with
her regularly.

Because Household Interiors is extremely
fast paced, leaders have no time to manage the
six employees who work in production, an area
separated from the sales and management of-
fices.  Thus, managers seek employees who can
make decisions independently and lead them-
selves. They hire experienced and talented
women who have the values the company prizes,
such as teamwork, honesty, integrity, and indus-
try.  These values make a big difference in busi-
ness success.  The managers reinforce the val-
ues by talking about them often.

The business has frequent informal meet-
ings.  In these meetings, employees and man-
agers volunteer, discuss, and resolve concerns.
Sometimes, in these informal gatherings, issues
emerge that were not obvious to employees but
are important to the functioning of the busi-
ness.  Mother and daughter have frequent “fam-
ily retreats” by staying at the office after work
to discuss business and family issues.

The business regularly consults an accoun-
tant.  It keeps up on recent trends in the indus-
try through meetings with manufacturer repre-
sentatives.  However, the key expert in the busi-
ness is the mother.  She has been in the busi-
ness for 30 years and seems to know everything.

Laissez-Faire/Mission. Laissez-faire/
mission leadership was significantly and
positively related to employee commitment.
This finding is somewhat different from that of
other studies of laissez-faire leadership that
indicate that when subordinates are given
complete freedom, the result is low productivity,
satisfaction, and commitment (see Bass, 1990).
Combining laissez-faire leadership with a
defined mission seems to provide better results
than laissez-faire leadership by itself.
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The correlational relationships depicted in
Figure 1 clarify the desired context for laissez-
faire leadership.  Of the three forms of leader-
ship that contributed significantly to employee
satisfaction and commitment, laissez-faire/mis-
sion was the only one that was highly correlated
with control, structure, delegation; formal fam-
ily practices; and formal planning.  Thus, it ap-
pears that small family businesses guided by
laissez-faire leadership use structure and formal-
ization to provide boundaries for behavior.

Family business values provide additional
normative guidance.  Family retreats may be
used to enable family members to maintain rap-
port.  The striking thing about laissez-faire/
mission leadership is that although leaders do
not exert direct interpersonal influence, a con-
siderable amount of organizational structure
and formalization controls behavior.  Put an-
other way, when family businesses are highly
formalized and structured, employees are likely
to be committed to the business as long as lead-
ers let the organizational structures guide be-
havior and avoid more structure in the form of
micromanagement.

Brown Construction. This company has
been in business for 25 years.  The father and
owner lead by defining the mission and giving
employees the responsibility to carry it out.  The
owner has a meeting with key foremen every
two or three days.  In that meeting, they “plan
the work,” and then they “work the plan.”  The
owner trains workers to “do the job right the
first time” and then gives them the freedom to
prove themselves.

The business has built a reputation of high-
quality construction, no matter the cost.  If a
construction project is not up to par, it is torn
down and rebuilt.  Good workmanship is the
heart of the business.  Owners or foremen visu-
ally inspect every job.  The company has all the
work it desires and is not interested in growing
because “it is a family business.”

In the beginning, the business had formal
standards for hiring family members.  Once fam-
ily members learned expectations, time sched-
ules, work habits, and dedication to the job,

those formal standards were dropped.  The fam-
ily is a working family – a work ethic is instilled
in family members and employees.  This family
business does not have family retreats or seem
to give much attention to informal conversa-
tions that might substitute for retreats.

Discussion of Correlates of
Participative and Referent
Leadership
The results to the research question provide in-
sights about how family management practices
might enhance participative and referent leader-
ship.  Those practices were integrated into the
previous discussion.  However, the four practices
that were most highly correlated with participa-
tive, referent, and laissez-faire/mission leadership
are described in more detail below.

Consult Outside Professionals. Consulting
with outside professionals is highly correlated
with both participative and referent leadership
(see Figure 1).  It is also correlated with both
business and family outcomes (see Table 4).  Per-
haps the best analogy of a family business leader
that does not consult with professionals is the
stereotypical man who refuses to stop to get di-
rections when he is lost.  Failing to seek direc-
tion has several potential repercussions.  First, it
may be obvious to everyone but the leader that
he is lost. Thus, he loses credibility.  The situa-
tion may be exacerbated if family members ques-
tion his direction.  The leader may become de-
fensive and cut off interaction.  In response, fam-
ily members may alternate between avoiding the
leader and forcibly confronting him, resulting in
high levels of tension.

Consider the difference when the family
leader does stop and get directions.  First, he is
willing to acknowledge that he is lost, that he
doesn’t have all of the answers.  This
acknowledgement overcomes a major barrier
necessary for participative leadership – acknowl-
edging that others can provide worthwhile in-
put.  A leader that acknowledges that he or she
doesn’t have all of the answers not only confirms
what is obvious to everyone else, but heightens

The Contribution of Leadership Style and Practices to Family and Business Success
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credibility because the leader is willing to ac-
knowledge the situation and do something about
it.  This study suggests that the characteristic of
effective family businesses is the willingness to
obtain expertise from competent professionals.

Emphasize Family Business Values. The
values that guide a family business derive from
the founder’s personality (Dyer, 1986; Schein,
1983).  These values provide a guide for indi-
vidual conduct within the family business.  They
define the personality of the business.  Desired
family outcomes and both participative and ref-
erent leadership were significantly correlated to
family business values (see Table 4).

Family leaders who clarify and reinforce fam-
ily business values provide a fundamental map of
expectations for employees that define what is
important and how things are done in the busi-
ness.  Understanding the values makes it possible
for employees both to act independently and to
participate in decision making.

Schedule Regular Family Retreats. Regu-
lar family retreats was significantly correlated
with family outcomes and with both participa-
tive and referent leadership (see Table 4).  Each
family retreat is different.  Some may consist of
family recreation or vacations.  Others may be
highly structured meetings in which families
create family charters, devise strategic plans,
provide training for personal development, and
facilitate development of family relationships.
Post-survey interviews suggest that for many
family businesses a meaningful retreat can oc-
cur in informal conversations during work, af-
ter work, or around the dinner table.  These
informal retreats provide the setting in which
interpersonal relationships can be strengthened
and participative and referent leadership can
emerge.  Informal discussions enable family
leaders to define and reinforce important fam-
ily business values.

Establish Teamwork. All of the businesses
that participated in follow-up interviews empha-
sized the importance of working together as a
team.  Teamwork may take a variety of forms.
One increasingly frequent form is team manage-
ment and team ownership (Aronoff, 1998).  An-

other form is dividing employees into work
teams.  However, by team, most of the small busi-
nesses in this study seemed to mean a sense of
“being in this together.”

Working as a team is one way that the mul-
tiple interests and talents of family members and
employees might be integrated within the busi-
ness.  The measure of teamwork that this study
uses describes a cohesive team that gathers in-
formation, has open communication, innovates,
and adapts.

Teamwork was significantly correlated with
all measures of leadership except autocratic lead-
ership.  Thus, team members can appropriately
use a variety of forms of leadership behavior when
needed.  Teamwork was also significantly corre-
lated with family outcomes.  It seems that a team
orientation provides a way to promote desired
family outcomes, including maintaining close
relationships and enabling family members to
develop and use unique talents in the business.

Limitations and Conclusion
A limitation of this study is that, although it in-
cluded a variety of businesses from rural and
metropolitan locations, all were small family busi-
nesses from Texas.  The findings relating to lead-
ership may or may not apply to larger organiza-
tions.  Because the values of the founder tend to
be embedded in organizations (Dyer, 1986), the
findings in this study may apply to larger organi-
zations.  However, more research is required to
verify the similarities.

Moreover, the cultural characteristics of the
area from which data were gathered undoubt-
edly have an impact on the nature of family rela-
tionships and leadership (Astrachan, 1988) and,
therefore, influence the findings in this study.  For
example, Texans tend to be independent and to
require attentive respect from their children.
These and other cultural characteristics undoubt-
edly influence the nature of leadership and its
effect on the family businesses that participated
in this study.

Future studies of family leadership can build
on the present study in several ways. First, the
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current study obtained usable questionnaires
from 59 family businesses.  A larger random
sample from different geographic regions would
provide a more solid base from which to draw
conclusions.  Second, increasing the number of
items for the laissez-faire/mission and autocratic
measures could bolster the internal reliability of
those measures.  Third, obtaining assessments
of leadership from subordinates in addition to
organizational leaders would provide a more
complete picture of business leadership.

This paper began by contrasting bureaucratic
and family organizations.  It proposed that some
forms of leadership might enable firms to find
ways to provide desired outcomes for both busi-
nesses and families.  This study supports that
proposition.  Three forms of leadership were
found to influence outcomes in family busi-
nesses.  Each has a unique set of associated prac-
tices.  Laissez-faire/mission leaders exert mini-
mal interpersonal influence and use organiza-
tional structure and planning to guide behav-
ior.  Referent leaders are able to exert interper-
sonal influence because they establish credibil-
ity by modeling family values and show insight
about the business.  Participative leaders rely
on family values to guide behavior, work openly
and adaptively with the family business team,
and consult with external experts.  All three
forms of leadership deliver desired outcomes.
However, this study indicates that referent and,
in particular, participative leaders enable family
businesses to obtain desired outcomes for both
the business and the family.
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