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Abstract

Purpose — This study aims to focus on relational social capital in family wineries. Relational social capital is

influenced by the family nature of the business and is at the same time a key antecedent of winery

performance. The aim is to analyse these relationships in the qualified denomination of origin (DOC) Rioja

wine industry (Spain).

Design/methodology/approach — Using a final sample of 110 family wineries, a Baron and Kenny

approach was performed to investigate the causal and mediating relationships between the generation in

control, relational social capital and family winery performance.

Findings — Using a final sample of 110 family wineries, the study demonstrates that later
generations show a higher level of relational social capital, that the positive relationship between
relational social capital and performance is maintained in a family firm sample and that the
gen.erz}tion in control sequentially influence on performance through its influence on relational social
capital.

Research limitations/implications — The main limitations are that empirical data were obtained
only from DOC Rioja wine family businesses and a cross-sectional study was conducted.

Social implications — This study provides policymakers and family managers responsible for succession

with a better understanding of the effects of transferring the business to the next generations in terms of

relational social capital and performance.

Originality/value — To the best of the knowledge, this is the first study to examine the sequential
relationships between generation, relational social capital and performance in DOC Rioja family wineries.

The context of the DOC Rioja wine industry is particularly noteworthy for two reasons. First, in this

industry, family-controlled firms predominate. Second, the DOC Rioja wine industry is focussed on the
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small-to-medium context, which has conventionally provided a very good area for the development of
social capital theory.

Keywords Wines, Econometric model, Survey research, Human resources

Paper type Research paper

Introduction

The concept of social capital has received a lot of attention in the literature over the past 20
years. Adler and Kwon (2002) defined social capital as the relationships between individuals
and organizations that facilitate action and create value. There is a growing recognition of
the importance of these relationships as a source of competitive advantage and value
creation. The extant social capital literature has investigated how social capital affects
performance at multiple levels using different performance metrics. Some researchers have
analysed relational ties, while others have examined the strength of those ties (Krause ef al.,
2007).

From a relational perspective, previous research has argued that relational social capital
of the firm, the interpersonal connections that are inherently affective in nature (ie.
characterized by trust, reciprocity and emotional intensity), facilitate organizations’ success
(Bolino et al., 2002).

To address the background of the restructuring of the Rioja wine industry, competition
and internationalization, numerous successful small and medium-sized family enterprise
(SME) wineries have been able to count on and benefit from relational networks giving them
the skills and capabilities to address these challenges. For example, friendship and
continuous interaction inherent in relational networks can reduce dependence on formal
contracts (Zaheer and Venkatraman, 1995), which are less effective in mitigating
uncertainty.

Although studies have provided important insights into the relationship between
relational social capital and strategic decision-making in SMEs (Gronum et al., 2012; Zhou
et al., 2007), much remains to be done. Previous literature suggests that the members of a
family firm are more likely to possess well-established factors of stability, interdependence,
interaction and closure than the members of a non-family firm (Arregle et al., 2007). Thus,
family firms” uniqueness affects the development of their social capital and the analysis of
its influence must be discussed separately. The factors affecting this relationship that are
unique to family firms are examined in these studies only tangentially, if at all. This is
surprising, as such firms are a driving force in the present-day global economy (Hiebl ef al.,
2018). Taking into account that attitudes and behaviours are different in family and non-
family firms when strategic decisions are made s(Arregle et al., 2007), it is expected that the
development of a firm’s relational social capital will also vary according to the degree of
family involvement in the business. The expected relationships are analysed in this study.

Rather than using the concept of control, i.e. complete or majority family ownership
(Nordqvist, 2005), it is the presence of family members in the firm’s management that
explains the difference between family businesses and non-family run businesses
(Abdellatif et al., 2010).

Yet, very few empirical studies have looked at family involvement in top management
team (TMT) positions despite its relevance in the development of relational social capital in
these businesses (Sanchez-Famoso et al, 2017). Most studies on relational social capital
fail to differentiate by TMT type, even though the theoretical implications of the upper
echelons theory (Hambrick and Mason, 1984; Carpenter ef al., 2004; Hambrick, 2007) suggest



that stronger family involvement in the TMT should lead to different contributions to
relational social capital (e.g. different values, experience, background).

Upper-echelons theory scholars have emphasised that the characteristics of TMTs are
important for organisational outcomes because top executives are empowered to make
strategic decisions for organisations (Pegels et al, 2000, p. 912). They have focussed on
whether TMT heterogeneity is important for making effective strategic decisions, but the
results have been inconsistent (Alayo et al., 2019). This would be in line with the complexity
of the TMTs in family firms, which, when compared to non-family firms, is characterised by
greater complexity and a lack of objective information (Ling and Kellermanns, 2010;
Sciascia et al., 2013) about the uncertain and highly competitive environment of the wine
industry. Thus, it is interesting to look at whether operational differences exist by analysing
family firm-specific TMT diversities (Alayo et al., 2019). The lack of attention to this topic is
particularly evident in the literature dealing with the factors that have an influence on the
development of relational social capital.

According to previous literature (Kellermanns et al, 2008; Beck et al, 2011), the
generation in control is chosen as a main form of TMT diversity created by the familys
involvement. This paper considers that there could be a relation between TMT diversity and
relational social capital and that a more fine-grained examination of family influence, using
the generation that manages the firm, is needed to gain a clear and precise understanding of
how they affect the SMEs performance.

Thus, the main question addressed in this paper relates to how the generation in
control relates to relational social capital and further how the relational social capital is
finally linked to firm performance. Relying on a sample of qualified denomination of
origin (DOC) Rioja family wineries, our findings show the significance of the TMT
composition in family SMEs for shaping the relationship between relational social capital
and firm performance. The purpose of our study is to contribute to the current literature
on family SMEs in three distinctive ways. Firstly, this aims to extend the understanding
of the consequences of the generation in control in family firms using the upper echelons
theory. The paper discusses how changes in the generation that manages the firm may
have implications for the effect of relational social capital on the firm’s performance and
may shed light on any gaps in previous research. While there is general agreement in
family business studies that the idiosyncratic nature of family involvement in TMTs
influences a firm’s performance in different ways, the direction of these effects is still not
well understood (Gonzalez-Cruz and Cruz-Ros, 2016). To develop our hypothesis, this
study has drawn upon the upper echelons theory and its previous applications in family
firm research. This allows us to explain the advantages and disadvantages of TMT
diversities (De Massis ef al., 2013; De Massis et al., 2015) and provides clear information
on the configurations of the generation in control that are more favourable or adverse for
the relationship between relational social capital and firm performance. Secondly, this
paper aims to contribute to the literature on relational social capital and firm performance
(Karahanna and Preston, 2013) by adding to the small amount of available research that
links relational social capital and firm performance in the family firm context (Zahra,
2010) and by studying the wine industry, a sector in which the concept of familiness is
especially important (Gallucci and D’ Amato, 2013; Kohr ef al., 2019).

To the best of our knowledge, this is the first study that examines the sequential
relationships between the generation in control, relational social capital and performance in
DOC Rioja family wineries. The context of the DOC Rioja wine industry is particularly
noteworthy for two reasons. Firstly, in this industry, family-controlled firms predominate,
making up around 88% of the Rioja’s active businesses in 2019 according to AREF



(Asociacion Riojana de Empresa Familiar, www.aref.es/). Secondly, because the DOC Rioja
wine industry is focussed on the small-to-medium context, which has conventionally
provided a very good area for the development of social capital theory, but raises issues of
generalizability across different contexts.

2. Literature review

Although family firms are an interesting context in which to examine relational social
capital and relational networks are also important in explaining their particularistic
outcomes (Arregle et al., 2007; Pearson et al., 2008; Carr et al., 2011), the relationship between
networking and firm performance in the family-firm context remains inconclusive and the
number of studies is very small (Sanchez-Famoso et al., 2014).

The term social capital refers to the relationships between individuals, organizations or
societies that facilitate action and create value. That is, the existence of close interpersonal
relationships may be used to pursue economic ends (Bolino et al., 2002; Arregle et al., 2007).

The social exchange literature states that relational social capital creates value through
the exchange of information relating to marketing channels, suppliers and customer
relationships (Bontis, 1998).

Cabrera-Sudrez et al. (2015) identified three social capital dimensions, namely, structural,
relational and cognitive. The structural dimension is determined mainly by communication
patterns and impersonal relations between parties in social life. The cognitive dimension is
related to the common context and language in the structure (Tsai and Ghoshal, 1998). The
relational dimension refers to specific aspects of relationships such as trust, friendship and
commitment built sustainably by all parties in social capital. This continuous interaction
can influence winery managers” behaviour, reducing the need for formal contracts in DOC
Rioja [1](Zaheer and Venkatraman, 1995).

The particularities and differences between later-generation family firms and first-
generation family firms have received considerable academic attention, especially in the
past 20 years (Kohr et al., 2018 studied age of management in the Italian wine industry).
Some of them describe first-generation family firms as more risk-averse (Kellermanns and
Eddleston, 2006), with a more centralized decision-making-structure (Dyer, 1988) and less
oriented towards growth to ensure the firm's survival (Kellermanns et al., 2008) than later-
generation family firms. Moreover, first-generation family firms develop a more internal
orientation to do things and tend to adopt a more paternalistic, informal and subjective
management style and culture (Dyer, 1988). Using insights from the socio emotional wealth
(SEW) preservation model, first generation family firms possess a greater tendency to
protect their SEW, referring to the importance of nonfinancial goals of family owners. In this
way, SEW may lead to hire family members irrespective of their abilities and providing high
remunerations for family employees based on a kinship instead of their accomplishments
(Berrone et al., 2012; Gomez-Mejia et al., 2018). Thus, there are some benefits associated with
the family’s latergeneration on firm management, but there are also some negative aspects.
Furthermore, acknowledging that family firms are a heterogeneous group of firms in terms
of the family’s generation in TMT positions, and hence, in terms of decision-making (Alayo
et al., 2019), makes it important to understand how this may increase or reduce the effect of
relational social capital on their firm’s performance.

2.1 The generation in control, relational social capital and performance in family wineries
Taking into account that relational social capital in a general sense concerns the acquisition,
dissemination and utilization of market information, we expect that the generation in control
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affects it through the differences in decision-making structure, risk-taking behaviour and
management practise of family wineries.

Later-generation family wineries offer a number of advantages in terms of relational
social capital. The first advantage is a less centralized decision-making structure (Dyer,
1988), which is expected to make wineries more adaptive to changes in the wine market.
They are expected to positively affect relational social capital because smaller centralization
facilitates the winerys information dissemination and utilization (Matsuno et al., 2002).
Second, later-generation family wineries are less risk-averse than first-generation family
wineries; thus, they are more willing to disseminate information or respond to changes in
customers’ needs, which seems to be beneficial to a winerys relational social capital.

Nevertheless, a professional style of management is one of the critical factors in
later-generation family wineries’ success and longevity. This professional
management style places more emphasis on departmentalization and leads to a less
flexible structure. Theory suggests that departmentalization, which refers to the
formal structure of the organization, creates barriers to communication, and thus, to
the dissemination of information (Beck et al., 2011). Consequently, there is a negative
relationship between the degree of departmentalization and relational social capital.

Apart from the above influences caused by the generation in control that concerns
relational social capital, there are also some additional explanations related to external
orientation and growth orientation that allows one to expect that the generation in control
influences relational social capital. Later-generation family wineries are expected to develop
new ways of doing things, given the changing environmental conditions if they want to
move beyond the legacy of the previous generation (Handler, 1992; Cruz and Nordqvist,
2012). Furthermore, later-generation family wineries tend to have a stronger orientation
towards growth (Kellermanns and Eddleston, 2006). As Peiser and Wooten (1983, p. 61)
stated, “Especially in dynamic environments, the second generation sees opportunities for
growth that the first generation would prefer to pass over”. We expect that these
characteristics, which suggest that later-generation family wineries are associated with a
higher level of dissemination of market information than first-generation family wineries,
neutralize the negative influences of the more professional style of management. Based on
the previous discussion, we offer the following hypothesis:

HI. Later-generation family wineries will have a positive direct effect on the level of
relational social capital.

Social capital theory maintains that because it involves cross-organizational activities,
supply chain management requires a winery to establish social relationships based on trust,
commitment and identity with its supply chain partners through long-term interactions and
information sharing. Given that relational social capital can promote supply chain
collaboration by reducing opportunistic behaviour, increasing confidence between parties
(Dyer and Singh, 1988) and promoting resource exchange, the accumulation of relational
social capital over time could bring wineries competitive advantages (Herrero, 2018). There
are no specific reasons to expect that the positive relationship between relational social
capital and performance is not maintained for family wineries. Thus, consistent with the
previous theory, we offer the following hypothesis:

H2. Relational social capital will have a positive direct effect on performance in family
wineries.



The central premise of the upper echelons theory is that the characteristics of top
managers are of crucial importance to management of the firm (Hambrick and Mason,
1984). This theory postulates that their past experiences, values, age, career
experience and personalities influence their interpretations of the situations they face
and, in turn, affect their choices (Hambrick, 2007). Based on this assumption, top
managers are one of the major determinants of the success or failure of firms. In
particular, Lansberg (1999) states that the generation in control influences the familys
management and structure; thus, it can be expected to have an influence on the family
winerys performance.

On the one hand, creativity and an innovation-oriented culture are some of the critical
factors in later-generation family wineries (Zahra, 2005). Another positive aspect is that in
later-generation family firms, family members have an equal and participative involvement
in decision-making (Aronoff, 1998) and there is more professionalism, (Dyer, 1988). Thus,
there are some benefits associated with the family’s generation in firm management, but
there are also some negative aspects such as the increase in formalization and
departmentalization caused by the professional management style. Thus, the sign of the
relationship between the generation in control and firm performance is not clear. However,
as the generation that is in control of the family winerys management largely defines the
family firm"s relational social capital, it can be expected that the effect that the generation in
control has on performance is a product of its effect on relational social capital. Hence, we
offer the following hypothesis:

H3. The generation in control will have a positive indirect causal effect on family
winery performance.

3. Research methodology

3.1 Sample

Before explaining the causal model, we shall describe the data used in the analysis. The DOC
Rioja context was used to test the influence of the family. The data for this research came from a
unique study on DOC Rioja family SME wineries. According to the Rioja Family Business
Institute, around 84.39% of Rioja businesses in 2016 were family firms and this percentage is
even greater in the agro-food sector (Ayala, 2017). Family firms also have a major impact on the
Rioja economy, representing around 76 % of employment in the private sector.

The main data sources used to obtain the list of wineries in the target population were the
directories drawn up by the Regulatory Council of the Rioja Designation of Origin (the
number of wineries in this directory numbered 580). The data for this study were collected
using a structural survey. The data collection period ended in September 2017. The
population from which the sample is drawn consists of wineries that fulfil the following
requirements:

» they belong to the Rioja Designation of Origin;
¢ they manage the full winemaking process from grape to bottle; and
» they are obliged to present accounting information to the authorities.

In total, 123 valid questionnaires were obtained. It is a response rate of 21.21%, which has
been considered acceptable in earlier studies (Kéhr et al, 2017. For the purpose of this
research, we focussed on family wineries. Although a consensus around what is exactly
meant by family businesses is still missing in the literature, academics recognise that family
involvement in ownership and management play a decisive role. To identify firms as family



firms or non-family firms, we rely on the degree of family control (Liang et al, 2014) and in
their self-classification as a family business. A family firm is a firm that belongs to a family
(total or partial ownership) and has one or more members of the owner family in
management positions (Westhead and Cowling, 1998). This definition corresponds to the
“family” variable in the Spanish Survey on Business Strategies. 89.43% of firms are
considered family firms in our sample. This percentage is coherent with the results given by
the Rioja Family Business Institute, around 84.39% of Rioja businesses in 2016 were family
firms and this percentage is even greater in the agro-food sector (Ayala, 2017). In the Web of
the Family Firm institute in La Rioja, it cannot be found the specific definition of the family
firm. However, in a report of it, we can read that family firms are considered if when family
members are involved in ownership and management on the firm (“La empresa familiar en
La Rioja, 2016). Therefore, wineries in this study are considered family-firms if they meet
three requirements:

(1) total or partial ownership is controlled by a single family;

Generational stage in the firm % of firms

Generation

First-generation 38.18
Second-generation 28.18
Third-generation 20.00
Fourth-generation 10.91
Fifth-generation 1.82
Sixth generation 091

% of family members inside the TMT
% family members/total members % of firms

=25 13.01
>25-=50 7.32
>50-=75 7.31
>75-=99 3.25
100 69.11
Size

Number of employees % of firms

Micro <10 79.67
Small >9-=49 15.39
Medium >49-=249 4.86
Large >249 0
R&D intensity

Number of years Percentage of firms (%)
=0 66.67
>0-=2 18.7
>2-=5 10.56
>5-=30 325
>30 0.81
Family involvement in ownership

% ownership in family members Percentage of firms (%)
=0 8.13
>0-=50 4.87
>50-=80 4.06
>80-=99 325
=100 79.67

Table 1.
Characteristics of
firms in sample
(N=123)




(2) the family actively participates in firm management; and

(3) they were self-classified as family businesses by answering the questions related
to generational transfer.

In total, 110 firms that fulfiled all the conditions were identified in the sample. All of them
were considered SMEs according to the European Union (EU) because they have fewer than
250 employees. Table 1 for a description of the sample.

This survey method has been criticised in the literature for possible non-response bias
(Wickramasekera and Oczkowski, 2004). Although it is almost impossible to completely eliminate
this bias, several methods have been proposed in the literature to reduce it as much as possible
(Armstrong and Overton, 1977). The most obvious is to achieve a high response rate. To a certain
extent, this was accomplished with the responses obtained. Another method is to compare known
values for key variables from respondents and non-respondents. Questionnaire data were used to
compare early and late survey respondents and to compare categories of non-respondents. Using
the x?, we obtained no statistically significant differences. It seems that non-response bias is a
serious concern in this survey study.

3.2 Measurement of variables

We examined previous literature to measure all variables. As Lee and Habte-Giorgis (2004)
suggested, it is convenient to use a multiple aspect of traditional performance measures.
Therefore, this study uses different items to measure performance related with the growth in
sales, market share, employees, profitability and ability to finance profit growth. The construct
performance with these 5 items has an acceptable a value of 0.93, which proves its reliability.

To measure the generation in control, respondents were asked to indicate, which family
generation, at present, is in charge of ownership and management; the options were first,
second, third, fourth or later generation. While this variable can assume values from first to
fifth generation involved, a dichotomous variable provides a better overview of the sample.
In the sample, 38.18% of companies were influenced by the first family generation and
61.82% by second or older family generations. Consequently, we created a dummy variable,
which takes value 1 when the generation involved is not the first one (i.e. second, third,
fourth or fifth) and zero otherwise.

The items to measure the relational social capital were focussed on the quality of the
relationship and the level of friendship amongst key business players. That is, they deal
with the level of closeness and mutual confiding and trust on the particular relationships,
which affect their behaviour in the relationship (Ingram and Roberts, 2000; Chow and Chan,
2008). The measurement scale was 1 to 7. The construct relational social capital has a
Cronbach alpha coefficient of 0.875.

To examine the sequential relationship between the generation in control, relational
social capital and performance, we also analysed other control variables. Besides the
generation in control, the identity of the TMT (i.e. the diversity between family and non-
family managers) is another main form of TMT diversity created by family involvement. To
compute the family TMT ratio, we calculated the percentage of family members to that of
the total number of TMT members (Minichilli ef al, 2010). Furthermore, because size is a
fundamental firm variable, there is a dummy variable (small size) that equals one if the firm
is micro or small size and zero otherwise. Finally, we measured the impact of R&D intensity
on firm performance by the proportion R&D spending/sales. We do not include firm age
because generations tend to be higher as a firm"s age increases. Finally, we omitted financial
information in the survey (such as leverage) because it is one of the things firm managers
are most sensitive.



Table 2 provides summary statistics for the whole data set and it reports Spearman’s
correlationsfor each of the variables used in the model. We can conclude that there was no
major problem with multicollinearity.

4. Research results

The mediation analysis(Kenny and Judd, 2014; Agler and De Boeck, 2017)was performed to
investigate the relationships between the generation in control, relational social capital and
family firm performance (Figure 1). As Step 1 and Step 2 from this approach are significant
and neither Step 3 nor the Sobel’s test is significant (Sobel test = 0.034, p-value= 0.156) the
mediation of relational social capital is partial. Likewise, the ratio of indirect effect/total
effect is 0.034/0.039 = 0.871, meaning that about 87% of the effect of generation in control on
firm performance is mediated by relational social capital.

Descriptive statistics

Description of sample Mean Sth. dev. Min. Max.
Generation in control 0.618 0.488 0 1
Relational social capital 7.281 2.550 1.663 11.644
Performance 17.452 5.128 4.327 29.346
Family TMT ratio 89.475 22.006 0 100
Small size 0.945 0.228 0 1
R&D intensity 1.828 6.557 0 60
Spearman’s correlations
1 2 3 4 5 6
Generation in control 1
Relational social capital 0.20* 1
Performance 0.04 0.19* 1
Family TMT ratio —0.04 —0.12 -017 1
Small size —0.19* —0.07 —0.27* 0.37* 1
R&D intensity 0.2 0.14 0.30% —0.29% 012 1 Table 2.
Description of
Note: *p < 0.05 the sample
M = Relational social capital
a (+) (Mediating variable) b (+)
X = Generation in control c Y = Firm performance
(Initial variable) (Outcomevariable)
Notes: a: X-M correlation, b: M-Y relationship, controlling for
X, c: Direct effect, ab: Indirect (Mediation) effect Total effect: ctab
Step 1 — Relational socia capital: generation in control (X—M) with
B =0.182 and p = 0.048.Step 2 — Firm performance: relational .
social capital (M—Y) with B = 0.185 and p = 0.042.Step 3 — Firm A media Flgmie L
performance: generation in control (X—Y) with B = 0.005 and mediation analysis
to testing mediation

p=0.958




Table 3.
Results of structural
equation model

Results of structural equation model Coef. P> |z|

Relational social capital <-

Generation in control 0.953 0.053
Family TMT ratio —0.018 0.132
Small size 0.440 0.703
Firm performance <-

Relational social capital 0.372 0.045
Generation in control 0.053 0.958
Family TMT ratio —0.017 0.484
Small size —0.475 0.035
R&D intensity 0.066 0.353
Constant 20.537 0.000

Note: LR test of model vs saturated: y*(1) = 0.20 Prob> x* = 0.6576

As displayed in Table 3, the generation in control was positively and significantly (p-value
=0.053) correlated with relational social capital, supporting H1. The level of relational social
capital is smaller in family wineries that are in the first generational stage than in those that
are in the second or subsequent generational stage. An explanation for this result is that
first-generation family wineries are more cautious and risk-averse, which reduces their
willingness to exchange information (Kellermanns et al., 2008).

Relational social capital was significantly and positively correlated (p-value = 0.045)
with performance. Consistent with the H2, relational social capital had a significant
direct and positive effect on family wineries” performance. This result strongly
supports the previous findings that relational social capital is a significant determinant
for performance (Adler and Kwon, 2002). Thus, the accumulation of relational social
capital can be considered a strong strategic choice that can have a significant
implication for family wineries” performance as analysed in the sequential path model.
DOC wines are produced in compliance with detailed production specifications
(Camanzi et al, 2017). Hence, this long-term quantity/quality commitment can be
analysed using a relational social capital lens. That is, DOC Rioja family wineries seem
to create value developing relational social capital with their suppliers.

As previously examined, these results also suggest that the generation in control is
a double-edged sword with advantages and disadvantages. On the one hand, later-
generations may benefit from a more creative and innovation-oriented culture than
first-generations. On the other hand, later generations tend to have less flexible
structures of organization than previous generations, which do not allow them to
adapt quickly in decision-making. This can explain why the effect on performance
was not significant.

More importantly, the result partially confirms the indirect effect of the generation in
control, supporting partially H3. In fact, later-generations in control provide the incentives
for family wineries to accumulate relational social capital and, in turn, to achieve greater
performance. As such, the relationship between the generation in control and performance is
mediated by the relational social capital.

Surprisingly, R&D intensity is not found to be statistically significant in terms of
performance. One possible explanation for this is that the wine industry has been
classified as a low-technology sector by the OECD (2005), “The Organization for
Economic Co-operation and Development”. and, as a result, innovations are less



relevant when it comes to improving the competitive position in markets (Fernandez-
Olmos and Diez-Vial, 2014).

Coherent with economic theory, small size was negatively and significantly correlated
with performance. Size can be a source of competitive advantage because bigger family
wineries are presumed to benefit from economies of scale to attain higher performance.

5. Conclusions, implications, limitations and future research
This paper aims to make several contributions to the under-researched and poorly
understood phenomenon of relational social capital in wine family firms.

Firstly, these findings contribute to recent research on family firm heterogeneity, which
has been insufficiently examined when studying the relational social capital of family firms.
Ignoring this could lead to an inaccurate understanding of family wineries” performance.

Family firms are heterogeneous as they differ in terms of the extent and mode of family
involvement in the TMT. Dimensions of social capital are discussed and this study focusses
on causal effects of generation in control and relational social capital on performance.

Secondly, the results attempt to explore empirically the sequential relationships amongst
the generation in control, relational social capital and firm performance in DOC Rioja family
wineries. Specifically, we investigated:

» whether the generation in control affects relational social capital;

¢ how relational social capital and other control variables are linked to family
wineries” performance; and

* whether the generation in control influences family wineries’ performance (directly
and/or indirectly).

The empirical results support our proposed hypotheses tested and collectively provide
constructive evidence for generation in control — relational social capital — performance.

More importantly, the results shed additional light on the fact that family wineries need
to maintain their relational social capital, throughout all generational stages. In particular,
the results suggest that relational social capital increases after the family winery has
surpassed the first and founding generation. This is so especially, as this study also
demonstrates the positive influence of relational social capital on a family winerys
performance, which is strongly linked to winery survival. Thus, family wineries may be
neglecting an important factor that could contribute to the succession of family wineries to
later generations, an important objective of each family winerys management.

This paper also contributes to the literature combining social capital and family firms by
providing a potential explanation for why family firms are able to improve their
performance. Scant research exists on family firms’ social capital and the performance of
family firms and in particular, on the effect of relational social capital. To the best of our
knowledge, this is the first study to analyse how the effect of relational social capital may
vary because of family influence.

Specific family firm characteristics (i.e. family involvement in TMT) can facilitate a set of
strategic decisions related to internationalisation. Thus, this paper argues that the
relationship between a family firm and the speed of internationalisation is a highly complex
issue that needs further research.

Family firms are the most common type of business in the wine industry, but their
process of accumulation of relational social capital has not been studied in depth although it
has become significant. These results are based on a comprehensive new data set on the
generation in control, relational social capital and performance, for a broad sample of 110



family wineries in DOC Rioja, a context where almost 90% of wineries are considered family
firms according to AREF (www.aref.es/). It would be interesting for future studies to analyse
other dimensions of social capital of family firms and their variations due to the influence of
family-related factors in other settings.

However, these results must be viewed in the light of the study’s limitations. Empirical
data were obtained only from DOC Rioja wine family businesses. Therefore, the findings
may not be generalizable to other environments. However, it is considered that this sample
is valuable in explaining why some family firms exhibit divergent behaviour with regard to
relational social capital and performance for two reasons. Firstly, the use of this
homogenous, industry-specific sample permits us to concentrate on the more firm-specific
variables and secondly, the research on family businesses in the wine sector is practically
non-existent (Soler et al., 2017). Moreover, a cross-sectional study is conducted due to a lack
of longitudinal information, which presents the disadvantage of not capturing the dynamic
nature of the hypotheses tested in this study. Therefore, future research should take a
dynamic approach into account to gain more insight into the relationship between the
generation in control and performance.

In spite of these limitations, this paper sheds light on the effect of later-generations with
regard to performance in family wineries. By introducing the relationship between relational
social capital and performance in family wineries, this paper not only gives evidence of the
importance of relational social capital for family wineries but also enhances our knowledge
of what increases performance in family wineries in DOC Rioja. In this way, this study
provides policymakers and family managers responsible for the succession with a better
understanding of the effects of transferring the business to next generations in terms of
relational social capital and performance.

Note
1. Indeed, 20% of contracts were oral in DOC Rioja (Fernandez-Olmos, 2008).
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