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Abstract

While prior literature suggests that family firms with a positive corporate image are associated with superior
financial performance, their effectiveness in creating firm brand value is not well understood. In this paper,
we use Interbrand’s global brand value data published between 2001 and 2017 to examine the effect of family
ownership and family-named firms on brand value creation. Our findings indicate that within the sample
of large global firms, family firms exhibit lower brand value compared to nonfamily firms. Moreover, after
controlling for agency cost variables, effective corporate governance does not improve brand value for family
firms. Cross-sectional analyses reveal that the difference in brand value between family and nonfamily firms is
attributable to those family firms whose founders do not hold significant power. Furthermore, we observe that
family firms, whether they have a family name as part of their company name, tend to have lower brand value
than nonfamily firms.
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1. Introduction

Family firms play a vital role in the U.S. econ-
omy, representing about 35 percent of companies
listed on the Standard & Poor's 500 Index, em-
ploying a significant portion of the private sector
workforce, and making substantial contributions
to the gross national product (R. C. Anderson &
Reeb, 2003; Pieper et al.,, 2021). Due to their
distinctive private ownership and control, family

firms have attracted substantial scholarly atten-
tion across disciplines.

Research on family brand management has pre-
dominantly focused on three essential issues: (1)
how family firms manage and communicate their
family brand (Beck, 2016; Binz Astrachan & Botero,
2018; Binz Astrachan et al., 2018; Botero et al.,
2019), (2) how stakeholders perceive and asso-
ciate with family firms (Botero et al., 2018; Craig et
al., 2008; Jaufenthaler, 2023), and (3) the value and
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performance generated by family firms against
nonfamily firms (R. C. Anderson & Reeb, 2003;
Beck & Prugl, 2018; Orth & Green, 2009; Zellweger
etal., 2012).

One critical aspect of family brand management
is the distinctive approaches these firms adopt
in branding and brand perceptions among stake-
holders. While some actively promote their fam-
ily identity as part of their brand strategy, oth-
ers choose to downplay or conceal their familial
ties (Botero et al., 2013; Binz Astrachan & Botero,
2018). A study by Botero et al. (2013) reveals
that only 26 percent of 1,036 family websites ex-
plicitly convey their family affiliation. It is worth
noting that family firms inherently have two in-
tertwined identities: the owning family and the
firm (Tagiuri & Davis, 1996). The different ways
that family businesses communicate their family
affiliation between explicit (family integrated into
the brand) and implicit (family separate from the
brand) highlight the complexity of family brand
management. The motives behind a family's de-
cision to promote their brand include both pride
in their family brand identity and a desire to gain
reputational advantages (Binz Astrachan & Botero,
2018). These motives, coupled with distinct be-
liefs, significantly influence how family firms allo-
cate resources and make decisions (Habbershon
& Williams, 1999). Consequently, the family iden-
tity can be either integrated into the company's
brand or kept distinct.

Stakeholder perceptions also play a crucial role
in shaping brand equity and firm performance.
Prior research examining how stakeholders per-
ceive family firms is grounded in the associative
network effect (J. R. Anderson & Bower, 1974),
of which brands can create unique impressions
in the minds of stakeholders (Anatolevena Anisi-
mova, 2007). Studies show that family firms of-
ten create positive and distinctive brand images
not typically found in nonfamily firms (Craig et al.,
2008). However, there are also negative percep-
tions, with some viewing family businesses as of-
fering limited career opportunities, being pricier,
secretive, and seeming less flexible (e.g. Botero
et al., 2018; Krappe et al., 2011; Orth & Green,
2009). Considering the mixed evidence, a re-

cent study uses a multi-stakeholder approach to
explore the multifaceted associations more thor-
oughly on family brands. Jaufenthaler (2023) sug-
gests that family firms’ branding process is com-
plex, as each stakeholder group varies in their ex-
pectations, interests, and perceptions of brands.
Consequently, the evaluation of family brands
may diverge across stakeholders. Therefore, the
study of family firms may benefit from a distinct
approach, one that offers a dynamic perspective
involving multiple stakeholders.

In addition, studies have examined both financial
and non-financial outcomes generated by family
firms (R. C. Anderson & Reeb, 2003; Gémez-Mejia
et al., 2011), including meta-studies that compare
firm performance between family and nonfamily
firms (O'Boyle et al., 2012; Wagner et al., 2015). De-
spite the valuable insights from prior studies into
family brand outcomes, the diverse definitions of
family firms in the literature make comparisons
challenging (Dyer, 2018).

An important theoretical perspective in corpo-
rate governance theory focuses on two unique
principal-agent conflicts prevalent in family firms,
posing conflicts of interest among stakeholders.
Agency theory (Jensen & Meckling, 1976) sug-
gests family firms may mitigate agency costs by
addressing conflicts between owners and man-
agers (agency problem 1). Additionally, scholars
identify a secondary conflict between sharehold-
ers (the family holding the majority of shares)
and debtholders (private lenders holding minor-
ity shares), known as agency problem Il (Villalonga
& Amit, 2006). These conflicts significantly im-
pact firm performance, with research indicating
both positive (R. C. Anderson & Reeb, 2003; Mc-
Conaughy et al., 1998) and negative effects (Hold-
erness & Sheehan, 1988; Morck et al., 2000). Re-
flecting on the extensive contributions in the liter-
ature, these findings highlight the importance of
recognizing family businesses’ unique governance
and ownership structures.

In summary, studies on family branding and
related outcomes are inconclusive, and their
methodologies can vary greatly. A number of
studies adopt a cross-sectional or theoretical ap-
proach, and a noticeable gap remains in empiri-
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cal studies concerning the overall impact of family
brands on brand performance. We define brand
performance or value as the intangible asset con-
nected with a brand’'s name, symbol, or trade-
mark, providing value to consumers and serving
as a competitive advantage for the firm (Aaker,
1991)", as well as an important tool of differen-
tiation (Keller, 1993). While prior research has
found that family firms tend to outperform non-
family firms in firm performance (R. C. Anderson
& Reeb, 2003; Villalonga & Amit, 2006), there is
a lack of empirical research examining the rela-
tionship between family firms and brand value.
Furthermore, the impact of family management
on brand value creation remains unclear. Con-
sequently, the strategic choice made by families
to either explicitly or implicitly promote their fam-
ily brand may have a discernible effect on brand
value, especially when compared to family firms
that abstain from doing so. Our study aims to in-
vestigate the effect of family ownership, as well
as the effect of family management and family-
named firms (family brands that link their family
name to the firm brand), on brand value. We uti-
lize Interbrand’s published brand value as a mea-
sure of brand performance and employ longitu-
dinal data for leading U.S. publicly traded family
firms to conduct our analyses.

The paper begins with a brief overview of theo-
retical background and relevant literature on fam-
ily firms and brand value. We then outline our
hypotheses. Next, we provide details about the
sample and methodology, and present the results.
Finally, we conclude the paper by discussing our
findings and their implications.

2. Literature Review and Hypotheses
Development

Brand Equity and Brand Valuation

The notion that “brands have value” is widely ac-
cepted and extensively documented across var-
ious disciplines. Marketing scholars consider
brand equity as the cumulative outcome of suc-
cessful marketing efforts, which provides value

to consumers and relevant stakeholders (Aaker,
1991; Keller, 1993). Brand equity is associated
with the brand name, symbol, or trademark and
can serve as a competitive advantage for the firm
(Aaker, 1991), as well as a significant means of dif-
ferentiation (Berthon et al., 2007; Keller, 1993). In
finance and accounting, there is recognition that
brands possess value, with emphasis placed on
the financial valuation of brands (e.g. Farquhar,
1989; Simon & Sullivan, 1993). Brand valuation
gained popularity in the 1980s as an assessment
tool to separate brand value from goodwill for ac-
counting purposes (Seddon, 2010).

Currently, three established methods are com-
monly used to determine the financial value of
a brand. These brand valuation models, de-
veloped by researchers and industry practition-
ers, incorporate multiple perspectives. Accord-
ing to Keller and Lehmann (2006), there are three
distinct methodologies in brand valuation: (1)
customer-based, (2) company or product-based,
and (3) financial-based. Each measurement ap-
proach provides a different perspective for assess-
ing the value of a brand.

Customer-level brand value refers to the percep-
tions and behaviors of consumers related to a
brand, focusing on the brand knowledge struc-
tures existing in their minds. It involves measuring
consumer awareness, associations, attitudes, at-
tachment, and activity towards the brand. Accord-
ing to Keller (1993), consumers perceive brand
equity as a measure of their knowledge, aware-
ness, and reactions based on aggregated knowl-
edge comprising brand awareness and brand im-
age accumulated over time. Company or product-
level brand value is derived from the impact of
the brand within the competitive product space.
Early attempts to measure brand equity suggest
that brand value is determined by price pre-
miums, advertising elasticity, competitor pricing,
and the strength of distribution channels (Hoef-
fler & Keller, 2003). Research in this area pri-
marily focuses on price premiums and the prof-
itability generated by brands (e.g. Simon & Sulli-

"In this study, we use the terms brand equity, brand performance, and brand value interchangeably, defining them as the total

intangible asset of a brand.
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van, 1993). Financial-level brand value assesses
a brand’s financial market performance. This ap-
proach, known as financial-based brand equity,
utilizes metrics such as Tobin's Q, market-to-book
ratio, and replacement costs to calculate a brand’s
value and has become an important evaluation
tool and outcome measure for firms, particularly
in the context of mergers and acquisitions (Ba-
hadir et al., 2008).

Effects of Family Ownership and Control on
Brand Value

Family firms differ from nonfamily firms through
their distinct corporate governance structures,
which can significantly impact their performance,
both in terms of the firm itself and its brand. The
family system is multifaceted, comprising three
key components from a strategic management
standpoint: (1) the controlling family unit, repre-
senting the family’s heritage, tradition, reputation,
and lifecycle; (2) the business entity, representing
the strategies aimed at generating revenue, accu-
mulating wealth, balancing short-term and long-
term profits, capturing market share, and man-
aging expenditures; and (3) the individual fam-
ily members, reflecting their interests, skills, and
competencies as family managers (Habbershon
et al., 2003). This framework suggests that fam-
ilies often make trade-offs to maximize the firm
performance. While family ownership may pro-
vide greater control over the firm and potentially
result in higher performance, some families may
prioritize maximizing their social and emotional
wealth over financial wealth (Gémez-Mejia et al.,
2007; Gomez-Mejia et al., 2010; Gomez-Mejia et
al., 2011). Consequently, existing literature has
produced mixed findings regarding the relation-
ship between family firms and firm performance.

Family ownership provides several advantages.
According to classic agency theory (Jensen & Meck-
ling, 1976), family firms tend to have lower agency
costs due to reduced separation between the
owners and managers. The theory suggests that
managers who are not owners may not be as
diligent as owner-managers, leading to higher
agency costs for the firm. In family firms, aligned
ownership and management reduce information

4

asymmetry and may even eliminate agency prob-
lems (Fama & Jensen, 1983; Jensen & Meckling,
1976). Studies indicate that family firms tend to
outperform nonfamily firms when experiencing
fewer agency problems, as evidenced in public U.S.
family firms (R. C. Anderson & Reeb, 2003), pri-
vate European family firms (Minichilli et al., 2010),
and public European family firms (Andres, 2008;
Barontini & Caprio, 2006).

However, some research suggests that family
firms may be less efficient, leading to poor per-
formance (Morck et al., 2000). Concentrated own-
ership in these firms can lead to resource expro-
priation by managers (Shleifer & Vishny, 1997)
and prioritize private benefits over maximizing
shareholder value (Fama & Jensen, 1983), result-
ing in internal agency problems and hindering
growth (Villalonga & Amit, 2006). Conflicts of in-
terest between majority insiders and minority out-
siders, compounded by governance structure, can
limit transparency and negatively impact firm per-
formance. Hence, excessive controls by family
members may cause significantly poorer finan-
cial performance (Waseemullah & Hasan, 2017).
Therefore, the findings on the relation between
family ownership and firm performance have
been mixed and inconclusive. Despite potential
for strong performance, family firms encounter
unique challenges and internal conflicts that may
impede growth and efficiency. Given these com-
plexities, this study aims to investigate whether
unique ownership and control structures of family
firms have a significant influence, either positive
or negative, on brand performance. We study this
research question in the context of how agency
costs impact the ability of family firms to create
brand value. Hence, we formulate the following
hypothesis.

Hypothesis 1. The brand value is significantly dif-
ferent between family and nonfamily firms.

Effects of Family Managers and Management
on Brand Value

Family managers play a pivotal role in the per-
formance of family firms. Empirical studies have
found that family firms, particularly those led by
founders, are associated with higher firm perfor-
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mance (R. C. Anderson & Reeb, 2003; Barontini
& Caprio, 2006; Villalonga & Amit, 2006), espe-
cially when founders invest a significant portion
of their wealth in the firm (Block, 2010; Munari et
al., 2010; Roger & Schatt, 2016), highlighting the
importance of family managers and their signifi-
cant contributions in enhancing firm performance.
In addition, the strategic decision-making of top
management significantly impacts brand develop-
ment in family firms with family members often
occupying key management positions instead of
hiring outside professionals (Calori et al., 1997;
Bertrand & Schoar, 2006). While family managers
play a significant role in influencing firm perfor-
mance, their involvement may also present draw-
backs. Some family managers may resist change
and new strategies, thereby impeding growth and
innovation (Kellermanns & Eddleston, 2006; Kraus
et al., 2011; Sharma et al., 1997). Furthermore,
family firms may retain family CEOs even if they
lack qualifications, resulting in inefficiencies and
nepotism-driven hiring practices (Blumentritt et
al., 2007; Gbmez-Mejia et al., 2001).

Given these unique dynamics, itis important to ex-
amine the level of family involvement in top man-
agement and its influence on brand performance.
We hypothesize that leaders of family firms, par-
ticularly when founders hold active management
roles as the CEO or Chairman of the board, signifi-
cantly impact brand value creation. Therefore, we
seek to investigate the influence of family control
and the presence of founders in top management
on brand valuation.

Hypothesis 2. Founders holding critical top man-
agement positions moderates the impact of family
ownership and control on brand value.

Effects of Family-Named Firms on Brand Value

A family-named firm is a corporate entity that in-
corporates the family name as an integral part
of its corporate identity. Family firms are often
highly motivated to protect the reputation and
legacy of the firm. Family firms that strongly as-
sociate themselves with family roots often main-
tain their family name as part of the company
name, such as Brown-Forman Corporation, Ford
Motor Company, and Thomson Reuters Corpora-

tion. These firms strategically differentiate them-
selves by leveraging their family name as part of
their company name, thereby signaling a family-
based identity.

Studies show this branding strategy may offer sev-
eral advantages to the firm. First, it establishes
a unique firm-specific resource by associating the
company with the family name (Milton, 2008; Sun-
daramurthy & Kreiner, 2008). Second, it facili-
tates access to resources by leveraging the fam-
ily's reputation and network (Kashmiri & Maha-
jan, 2014; Zang, 1999). Third, it creates new busi-
ness opportunities by capitalizing on the good-
will and trust associated with the family name
(Sieger et al., 2011). These efforts in building a
family brand-based identity can provide family-
named firms with a distinct competitive advan-
tage in the marketplace. However, the impact
on firm performance yields mixed findings, par-
ticularly in firms strongly committed to preserv-
ing their legacy (Gdmez-Mejia et al., 2011). Larger,
younger firms may be more inclined to downplay
family ties than smaller, older ones.

In summary, existing literature on family branding
primarily focuses on nonfinancial outcomes, with
limited and inconclusive empirical findings regard-
ing the impact of a family firm’s image and reputa-
tion. Therefore, the relationship between family
identity communication and firm performance re-
mains complex and may vary across contexts and
studies. Understanding how family firms build in-
tangible assets that contribute to brand value re-
mains unclear. Furthermore, the current litera-
ture does not clearly address the effect of family-
named businesses on brand value in the context
of large corporations. These discussions suggest
that whether the incorporation of the family name
in the company name moderates the relationship
between family ownership and brand value is an
empirical issue. Thus, we formulate our third hy-
pothesis in null form.

Hypothesis 3. Incorporating the family name in the
company nhame moderates the impact of family own-
ership and control on brand value.
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3. Data and Summary Statistics

Data Source and Sample Selection

Our sample consists of Interbrand'’s annual list of
the 100 most valuable global brands from 2001
to 2017. Interbrand is a well-established author-
ity in brand valuation, and Appendix A provides
its background and methodology. To ensure accu-
racy and consistency, we allocate the brand value
to the parent company that owns the brands. In
cases where a company owns multiple brands, we
aggregate the brand values for that specific com-
pany. For example, if a company, such as Procter
& Gamble Co., owns brands like Gillette, Pampers,
and Duracell, we combine these individual brand
values under Procter & Gamble Co.

To gather data for our study, we source informa-
tion on family ownership, board composition, and
director data from MSCI GMI Ratings (formerly
Corporate Library). Additionally, we obtain ac-
counting information from Compustat and institu-
tional ownership from Thomson Reuters 13F. We
begin by matching the top 100 brands with the list
of companies in the Compustat database, result-
ing in 115 parent companies covering the period
from 2000 to 2017. Subsequently, we match our
sample of parent companies with available data
on family ownership and management, resulting
in 71 companies with 748 firm-year observations.
After removing observations with missing family
and accounting data, our final sample comprises
69 parent companies with 663 firm-year observa-
tions. Appendix Table A1 lists the names of these
companies.

Family Variables

In this study, we identify family firms based on the
extent of voting rights. Previous studies (R. C. An-
derson & Reeb, 2003) use various criteria, such as
the percentage of equity held by the founding fam-
ily and the presence of family members in senior
management or on the board, to identify family
firms. However, these criteria do not pose a min-
imum requirement for family ownership and vot-
ing rights.

Following the framework proposed by Srinidhi et
al. (2014), we use a more stringent criterion to de-
fine family firms based on voting rights. Specifi-

cally, we define a family dummy variable as equal
to one if family ties, typically tracing back to the
founder or previous generations, play a significant
role in the firm's voting rights (holding at least 20
percent of the total votes) and board membership.
Otherwise, the family dummy variable is assigned
a value of zero. By incorporating this criterion
for family involvement based on voting rights and
board membership, we aim to capture the influ-
ence and significance of family ties in the gover-
nance and control of the firm.

Building on the research conducted by Villalonga
and Amit (2006), we recognize the importance of
the founder's active involvement in the firm in
creating firm value. To investigate the impact of
the family founder's role on brand value, we con-
sider different scenarios of active family manage-
ment, such as whether the founder holds the CEO
position, the chairman of the board, or a seat
on the nominating committee. We define sev-
eral dummy variables to separate the family into
two categories based on the presence of a pow-
erful founder, following the approach of Liao et
al. (2023). Appendix Table A2 provides further de-
tails on the definitions of these variables. These
dummy variables allow us to examine the influ-
ence of the family founder's specific management
roles on brand value and understand how differ-
ent configurations of active family management
impact brand outcomes.

Agency Cost Variables

We use the corporate governance Gindex as a
proxy for agency costs to analyze the relation-
ship between family control and brand value in
the presence of agency costs. The Gindex is a
composite measure that reflects the strength of
a firm’'s corporate governance mechanisms, with
a lower Gindex indicating weaker corporate gover-
nance and potentially higher agency costs. To con-
struct the Gindex, we aggregate various board gov-
ernance indicators, as suggested by Srinidhi et al.
(2014, pages 2303-2304). These indicators include
board independence, board diligence, board and
audit committee sizes, the presence of busy di-
rectors, and CEO power. Collectively, these fac-
tors provide insights into the governance struc-
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ture and practices within the firm.

Furthermore, we calculate the percentage of finan-
cial or accounting experts (PCT of experts) serving
on the audit committee as an additional measure
related to agency costs. The presence of finan-
cial or accounting experts on the audit commit-
tee is expected to reduce agency costs and en-
hance financial oversight. By incorporating these
measures into Gindex, we can assess the level of
agency costs within family firms and examine their
association with family control and brand value.

Firm Specific Control Variables

We include several firm characteristics as con-
trol variables to account for their potential influ-
ence on brand value. These control variables
include Firm size, Firm age, ROA (return on as-
sets), Market-to-book ratio, R&D/Sale (Research and
Development expense to sales ratio), and Adv.
expense/Sale (advertising expense to sales ratio).
Firm size is calculated as the natural logarithm of
the book value of assets, capturing the effect of a
firm’s size on brand value. Firm age refers to the
number of years since a firm's initial inclusion in
the COMPUSTAT financial file and helps account
for firms' incentives to downplay family ties. ROA is
the ratio of operating income to total assets, serv-
ing as a measure of firm profitability to account
for its influence on brand value. The Market-to-
book ratio is the firm’s market value divided by its
book value. This ratio indicates investors' evalua-
tion of the firm’s future performance and controls
for market perceptions that may impact brand
value. R&D/Sale represents the research and de-
velopment expense divided by total sales, captur-
ing the level of investment in research and devel-
opment activities that can improve products and
services. Controlling R&D/Sale addresses the po-
tential influence of research and development ef-
forts on brand value. Adv. expense/Sale represents
advertising expense divided by total sales, reflect-
ing the level of advertising expenditure relative to
sales. Previous studies have shown mixed find-
ings regarding the relationship between advertis-
ing expenditure and brand value. Peterson and
Jeong (2010) find that larger advertising expendi-
tures are associated with larger brand values, but

Chu and Keh (2006) discover that the one-year
lagged effect of advertising expenditure on brand
value is negative and significant. Consequently,
we do not predict the direction of its sign. Finally,
we include the percentage of institutional owner-
ship of a firm's outstanding shares (Inst. Owner-
ship) to control for the presence of other block-
holders apart from the founding family.

Summary Statistics

Table 1 presents the summary statistics of our
sample, consisting of 663 firm-year observations
from 2001 to 2017. The average brand value in
our sample is $16.28 billion, with 50 percent of
the firm-year observations having brand values
higher than $8.33 billion. The average corporate
governance index is 1.02, and 50 percent of the
firm-year observations have a corporate gover-
nance index lower than 1.03. Within our sample,
65.9 percent of the members serving on the au-
dit committee are financial or accounting experts.
Furthermore, our sample exhibits an average as-
set size of $140.02 billion, a firm age of 33.61, an
ROA of 0.18, a market-to-book ratio of 2.69, R&D
expenditures accounting for 4.2 percent of total
sales, advertising expenses accounting for 3.7 per-
cent of total sales, and institutional investors own-
ing 66.4 percent of a firm's outstanding shares.

4. Empirical Results

Testing Hypothesis 1

To address Hypothesis 1, we test the difference in
brand value between family and nonfamily firms
using the Family dummy variable. Table 2 presents
the results of the univariate analysis. We find
that the average brand value for the 601 nonfam-
ily firm-year observations is $17.16 billion, signifi-
cantly higher than the $6.75 billion for the 55 fam-
ily firm-year observations (P-value < 0.01). Addi-
tionally, at the median level, nonfamily firms ex-
hibit a brand value of $3.18 billion higher than
family firms, which is statistically significant at the
1 percent level. The findings from our univariate
analysis show that, on average, family firms under-
perform nonfamily firms in creating brand value.

To examine the effect of family firms on brand
value creation and investigate whether the differ-
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Table 1: Summary Statistics

N Mean S.D. 10th Q1 Median Q3 90th
Brand value 663 16.277 18.418 3.877 5.036 8.325 19.099 42.267
Family dummy 663 0.084 0.278 0.000 0.000 0.000 0.000 0.000
Gindex 492 1.021 0.586 0.266 0.524 1.028 1406 1.921
PCT of experts 541 0.659 0.330 0.250 0.333 0.667 1.000 1.000
Firm size 663 10484 1573 8.597 9.287 10.403 11.411 12.781
Firm age 663 33.606 19.471 8.000 16.000 31.000 52.000 60.000
ROA 663 0.176  0.089 0.050 0.111 0.179 0.24 0.292
Market-to-book 656 2.693 1.417 1102 1557 2.385 3.473 4.687
R&D/Sale 663 0.042 0.056 0.000 0.000 0.016 0.059 0.135
Adv. expense/Sale 663 0.037 0.038 0.000 0.003 0.028 0.059 0.100
Inst. ownership 663 0.664 0.151 0.516  0.592 0.673 0.764 0.834

This table reports summary statistics of variables used in our sample. All variables are as defined in Appendix Table A2.

Table 2: The Effect of Family Ownership and Control on
Brand Value: Univariate Analysis

Brand Value
Mean Median
Nonfamily firm (N = 601) (A) 17.156 8.951
Family firm (N = 55) (B) 6.749 5.767
Testing the differences (A) - (B) 10.407***  3.184***
(4.06) (4.56)

This table reports the univariate analysis of the effect of family ownership
and control on brand value. The T-test (Wilcoxon rank-sum test) is used

to test the null hypothesis that the difference in mean (median) is signifi-
cantly different from zero. The t-stat. (z-stat.) is reported in parentheses.

***denotes significance at the 1 percent level.
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ences in brand value between family and nonfam-
ily firms are attributable to their unique ownership
and governance structure, we employ an Ordinary
Least Squares (OLS) model. This model enables
us to explore the relationships and potential influ-
ences of various factors on brand value.

Brand value = «y + a1 Family dummy
+ aofirm size
+ asFirm age
+ a4ROA
+ asMarket-to-book
+ agR&D/Sale
+ a7Adv. expense/Sale
+ aglnst. ownership
+ Year dummies
+ SIC dummies
+ €

The dependent variable in Equation (1) is brand
value. The variable of interest is the Family Dummy.
If family firms have a lower brand value, we should
observe a negative coefficient estimate of «;. This
model controls aggregate fluctuations via year
dummies, which account for temporal variation
not attributed to our explanatory variables. We
alsoinclude industry dummies (based on one-digit
SIC code) to control for industry heterogeneity?. In
column (1) of Table 3, we find that the coefficient
estimate of the Family Dummy is negative and sta-
tistically significant at the 5 percent level (p-value
< 0.05). Given observables, family firms have a
brand value that is $8.06 billion lower than non-
family firms. Additionally, we observe that brand
value increases with firm size and profitability.

To further test the relationship between family
firms and brand value in the presence of agency
costs, we add Gindex (corporate governance in-
dex) and PCT of experts to Equation 1. Gindex ag-
gregates several indicators of board effectiveness,

and higher Gindex / PCT of experts suggest better
corporate governance and lower agency costs. In
column (2) of Table 3, we continue to find a signif-
icantly negative coefficient estimate of the Family
dummy (P-value <0.05) after controlling for agency
costs. The coefficient estimates of Gindex and PCT
of experts are positive but insignificant, indicating
that better corporate governance does not neces-
sarily result in a higher brand value. In summary,
our results show that governance structure does
not significantly influence brand value.

Testing Hypothesis 2

Hypothesis 2 predicts that the association be-
tween family firms and brand value differs when
family members are actively involved in manage-
ment roles, such as when the founder serves as
CEO and/or Chairman of the Board, as opposed
to when they are not. Previous research, notably
Villalonga and Amit (2006), has provided evidence
of the varying effects of family ownership, con-
trol, and management on firm value. The signifi-
cant variation among family firms may also apply
to our sample. To examine the relationship be-
tween family management and brand value, we
split the key variable, Family dummy, into two sep-
arate variables based on the presence of a power-
ful founder.

Specifically, among the 55 family firm-year obser-
vations, there are 3 (52) where a founder holds
(does not hold) the CEO position of the firm,
denoted as Founder_CEO=1 (Non-founder_CEO=1).
Additionally, we divide the 55 family firm-years
into 7 (48) where the founder acts (does not
act) as the chairman of the board, indicated by
Founder_chairman=1  (Non-founder_chairman=1).
In sum, there are 10 family firm-years coded as
1 for Powerful_founder, signifying instances where
a founder holds significant positions®, and the
remaining 45 firm-years are coded as 1 for Non-
powerful_founder, indicating the otherwise scenar-
ios. We use Equation (2) to investigate the effects
of family management on brand value. This anal-

2We choose one-digit SIC codes instead of two-digit ones because ten industries have fewer than ten observations each, with
seven having only 1-3 observations. The limited number of observations in each industry also makes it impractical to match
family and non-family firms based on their closest size within each industry (see “Matched Sample” for the matching procedure)
3Because no founder is also a nominating committee member in our sample period, the number of Powerful_founder (10) is the

sum of Founder_CEO (3) and Founder_chairman (7)
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Table 3: The Effect of Family Ownership and Control on
Brand Value: Multivariate Analysis

Dependent Variable: Brand value

) (2)
Family dummy —8.061** —7.178**
(—=2.29) (—2.06)
Gindex 0.417
(0.23)
PCT of experts 3.062
(1.11)
Firm size 18.566*** 19.193%**
(8.85) (8.82)
Firm age —0.027 —0.005
(-0.17) (—0.04)
ROA 51.622%* 61.130%**
(2.46) (2.78)
Market-to-book 1.397 1.243
(1.63) (1.42)
R&D/Sale —16.564 —55.760
(—0.40) (=1.47)
Adv. expense/Sale —45.573 —83.549*
(—0.85) (—1.82)
Inst. ownership 15.159* 22.236*
(1.93) (1.93)
Year dummies Yes Yes
SIC dummies Yes Yes
Observations 656 488
Adj. R? 0.443 0.44

This table reports the results of regressing brand value on family owner-

ship and control. All variables are as defined in Appendix Table A2. The
model includes an unreported intercept for brevity. The standard errors

are clustered at the firm level. The t-statistics are reported in parenthe-

ses below each coefficient estimate. ***, ** and *denote significance
atthe 1, 5, and 10 percent levels (two-tailed), respectively.
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ysis aims to enhance our understanding of how
family involvement in management roles influ-
ences brand performance, accounting for the dy-
namics of family firms.

Brand value = 3y + 31 Founder_management
+ B2Non-founder_management
+ B3Gindex
+ B4PCT of experts
+ BsFirm size
+ BgFirm age
+ B7ROA
+ BsMarket-to-book
+ ByR&D/Sale
+ BioAdv.expense/Sale
+ Bi1lnst. ownership
+ Year dummies
+ SIC dummies
+e€
(2)

where  founder_management represents ei-
ther Founder_CEO, Founder_chairman, or Power-
ful_founder, and Non-founder_management repre-
sents Non-founder_CEO, Non-founder_chairman, or
Non-powerful_founder. The dependent and other
control variables in Equation (2) are the same
as in Equation (1). The regression results in Ta-
ble 4 reveal insightful findings regarding the im-
pact of family involvement on brand value cre-
ation. In column 1, the coefficient estimate of
Non-founder_CEO is negative and statistically sig-
nificant at the 5 percent level, indicating that fam-
ily firms without a founder serving as the current
CEO tend to have lower brand values than non-
family firms. The economic difference is $12.40
billion and is statistically significant. Similarly, in
columns 2 and 3, where we examine the effects
of Founder_chairman and Powerful founder, we
observe similar patterns of negative coefficients
when the founder is not the chairman of the board
and not powerful.

These results suggest that family firms with ac-
tive family management, particularly when the
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founder holds critical positions such as CEO or
Chairman, tend to exhibit similar brand values
compared to nonfamily firms but show lower
brand value when active family management is
absent. These findings indicate that the inac-
tive role played by founders has negative impli-
cations for brand performance. The results are
consistent with the view that founders have much-
undiversified human capital investments in creat-
ing and operating the firm; thus, they have higher
motivations to reduce agency costs than other
family firms. Overall, the results show that fam-
ily firms have a lower brand value than nonfamily
firms when founders are not powerful. However,
family firms with a powerful founder do not have
such a difference.

Testing Hypothesis 3

We conduct univariate and multivariate analyses
to examine Hypothesis 3 regarding the effect of
family-named firms on brand value. Accordingly,
we define Eponymous (Non-eponymous) as an in-
dicator that takes the value of one if (i) the Fam-
ily dummy variable is equal to one and (ii) the
family name is (not) part of a company name; it
takes zero otherwise. For each of the 55 family
firm-years, we verify whether the company name
incorporates the family name to determine its
eponymous status. This process results in 35
eponymous and 20 non-eponymous family obser-
vations, respectively.

Table 5 presents the findings from the univari-
ate analysis of the family name's effects on brand
value. We find that nonfamily firms exhibit an av-
erage brand value of $17.156 billion, which is sig-
nificantly higher than the $6.938 (eponymous) and
$6.510 (non-eponymous) billion observed in fam-
ily firms (p-value < 0.05). Similar results are ob-
tained when examining the differences in median
brand value. These results indicate that whether
the family name is part of the company name
does not affect the negative relationship between
family firms and brand value. Additionally, the
results show an insignificant difference in brand
value between eponymous and non-eponymous
family firms. To further investigate this relation-
ship while accounting for firm-specific character-
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Table 4: The Effect of Family Firms’ Management Status of Founders on

Brand Value
Dependent variable = Brand value
(1 (2) 3
Founder CEO 6.107
(1.19)
Non-founder_CEO —12.404**
(—=2.14)
Founder_chairman —8.608
(—=1.63)
Non-founder_chairman -10.735*
(—1.86)
Powerful_founder —3.803
(—0.85)
Non-powerful_founder —12.041**
(—=2.02)
Gindex —0.022 —0.261 -0.120
(—0.01) (-=0.11) (—0.05)
PCT of experts —3.255 —2.984 —3.360
(—0.62) (—0.56) (—0.63)
Firm size 10.290%** 10.443%+* 10.4627%**
(4.00) (4.01) (4.06)
Firm age 0.074 0.056 0.068
(0.55) (0.41) (0.50)
ROA 62.384** 63.295** 62.711%*
(2.14) (2.14) (2.13)
Market-to-book 1.068 1.132 1.172
(0.90) (0.94) (0.99)
R&D/Sale —71.628 -72.726 —73.853
(—1.38) (-1.37) (—1.40)
Adv. expense/Sale 76.870 72.356 71.309
(1.32) (1.25) (1.23)
Inst. ownership —6.393 —2.088 -2.510
(—0.61) (-=0.21) (—0.26)
Year dummies Yes Yes Yes
SIC dummies Yes Yes Yes
Observations 488 488 488
Adj. R? 0.443 0.438 0.441

This table reports the results of regressing brand value on family ownership and control,
accounting for the heterogeneity of family firms’ management status of the founder. All
variables are as defined in Appendix Table A2. The model includes an unreported inter-
cept for brevity. The standard errors are clustered at the firm level. The t-statistics are
reported in parentheses below each coefficient estimate. ***, **, and *denote signifi-
cance atthe 1, 5, and 10 percent levels (two-tailed), respectively.
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istics, we employ a multivariate framework using
the following Equation 3.

Brand value = 6y + 6,Eponymous
+ 62Non-eponymous
+ OsFirm size
+ 04Firm age
+ 65ROA
+ OgMarket-to-book
+ 6-R&D/Sale
+ 6gAdv. expenses/Sale

3)

+ 6qlnst. ownership
+ Year dummies

+ SIC dummies

+e€

where the coefficient estimate for Eponymous
(Non-eponymous) indicates the difference in brand
value between nonfamily and eponymous (non-
eponymous) family firms. In column (1) of Table
6, we find that the estimated 6; and 65 are both
negative and statistically significant at the 1 per-
cent level. This result indicates that family firms,
whether they have a family name as part of their
company name, tend to have significantly lower
brand values than nonfamily firms.

To address potential agency problems, we fur-
ther include Gindex (a proxy for corporate gover-
nance) and PCT of experts (the fraction of finan-
cial or accounting experts on the audit committee)
as control variables in column (2) of Table 6. We
obtain similar results after controlling for corpo-
rate governance, suggesting that it has an insignif-
icant impact on the observed outcomes. Overall,
the findings from both the univariate and multi-
variate analyses support the conclusion that fam-
ily firms underperform nonfamily firms in terms
of brand value creation, which is consistent with
the expectations by agency theory that predicts
no difference in the detrimental effect of family
firms on brand value between eponymous and
non-eponymous family firms.
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Matched Sample

We use all observations to estimate our baseline
regression (Equation 1), including all nonfamily
firms in the control group. However, family and
nonfamily firms differ in firm size and industry dis-
tribution. For instance, nonfamily firms such as
Apple Inc. and Amazon.com, which rank at the
top two spots in Interbrand's brand value rank-
ing in recent years, have experienced exceptional
brand value growth during our sample period. To
address the concern of whether a comparison in
a more balanced matching dataset of family and
nonfamily firms would yield similar results, we
match each treatment (family) firm-year observa-
tion to a control (nonfamily) counterpart based on
size (book value of assets) in the same industry
(one-digit SIC code)*. We obtain 55 pairs of fam-
ily and nonfamily firm-year observations by apply-
ing this one-to-one matching procedure. Table 7
reports the re-estimation of the main results us-
ing the matched sample. The results show that
the coefficient of the Family dummy remains sig-
nificantly negative at the 5 percent level, and its
magnitude is comparable to that reported in Ta-
ble 3. This result shows that our finding is robust
in a more balanced dataset, further supporting Hy-
pothesis 1.

5. Discussion

The goal of the study is to examine the effect of
family firms on brand performance. Our analysis
of large global U.S. firms reveals a significant dif-
ferencein brand performance between family and
nonfamily firms. Contrary to popular beliefs, our
results indicate that a family firm is negatively as-
sociated with brand value. This finding remains
consistent after applying matched sample analy-
sis of similar size and industry classification. Ad-
ditionally, we find that the role of the founder,
whether as the CEO or considered powerful, signif-
icantly moderates the negative association. Specif-
ically, the brand value of family firms tends to di-
minish when the founder is not actively engaged
in key management roles. Finally, we explore
whether the eponymous status moderates the re-

4We are thankful to an anonymous reviewer for suggesting this test.
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Table 5: Effect of Family Firms’ Ep
Univariate Analysis

14

onymous Status on Brand Value:

Brand Value
Mean Median
Nonfamily firm (N = 601) (A) 17.156 8.951
Family firm (N = 55) (B) 6.938 7.005
Non-eponymous family firm (N =20)(C)  6.510 5.702
Testing the differences
(A) - (B) 10.218%* 1.946%**
(3.193) (3.496)
(A) - (Q) 10.646** 3.249%**
(2.517) (3.089)
(B)-(Q) 0.428 1.303
(0.418) (0.665)

This table reports the univariate analysis of

the effect of family firms’ eponymous sta-

tus on brand value. The T-test (Wilcoxon rank-sum test) is used to test the null hy-
pothesis that the difference in mean (median) is significantly different from zero. The

t-stat. (z-stat.) is reported in parentheses. *
5 percent levels (two-tailed), respectively.

lationship between family ownership and brand
value. Our findings suggest that eponymous fam-
ily firms tend to have higher brand value than non-
eponymous family firms; however, the difference
is not statistically significant. Both types of family
firms exhibit lower brand value than their nonfam-
ily counterparts.

Previous research indicates that the effect of fam-
ily firms on performance remains mixed. Our find-
ings are consistent with the perspective of Fama
and Jensen (1983) that founding family ownership
and control are not as efficient or profitable as a
more diversified ownership structure. This belief
stems from the potential conflicts of interest when
families have ownership and control; they might
prioritize personal gains over the profitability of
the firm (Shleifer & Vishny, 1997). This situation
could lead to decisions that favor the interests of
the controlling family over those of other share-
holders (Kumar & Zattoni, 2016; Santulli et al.,
2019). Additionally, a founding family might avoid
necessary risks to protect their wealth (Gémez-
Mejia et al., 2007; Gomez-Mejia et al., 2011)), lead-
ing to more conservative business decisions that

**and **denote significance at the 1 and

could hinder growth (e.g. Holderness & Sheehan,
1988; Morck et al., 2000). In branding, family firms
may prioritize family members’ personal interests,
non-pecuniary benefits, or intra-family dynamics
over optimal branding strategies, potentially hin-
dering the firm's ability to create brand value.
Furthermore, previous studies on family brand-
ing have predominantly highlighted the positive
impact of family firms on customer perception
(Jaufenthaler, 2023), customer loyalty (Binz et al.,
2013; Orth & Green, 2009; Sageder et al., 2015),
commitment to quality (Blodgett etal., 2011), trust
and authenticity (Lude & Prugl, 2018; Zanon et
al., 2019), and social-emotional wealth (Berrone
et al., 2010; Gébmez-Mejia et al., 2011). Despite
these positive outcomes, family brands might
encounter unique obstacles that diminish their
brand value relative to nonfamily firms. These
challenges might stem from diverse perceptions
of the family brand among various stakeholders
(Binz Astrachan et al.,, 2019; Jaufenthaler, 2023)
and across distinct cultural dynamics in global
markets (Jaufenthaler et al., 2023), potentially im-
peding consistent growth in brand value.
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Table 6: Effect of Family Firms' Eponymous Status on
Brand Value: Multivariate Analysis

Dependent Variable: Brand value

(1) (2)
Eponymous —8.081*** —11.236™**
(—2.97) (—3.79)
Non-eponymous —6.560"** —9.480%**
(—3.85) (—4.38)
Gindex —0.211
(—0.09)
PCT of experts —3.056
(—0.56)
Firm size 11.502%** 10.425%**
(4.31) (3.98)
Firm age 0.018 0.054
(0.13) (0.39)
ROA 50.372* 62.255*
(1.81) (1.98)
Market-to-book 1.667 1.151
(1.30) (0.91)
R&D/Sale —54.494 —73.197
(—1.01) (—1.34)
Adv. expense/Sale  94.663* 72.466
(1.67) (1.28)
Inst. ownership 6.634 —2.634
(0.79) (—0.26)
Year dummies Yes Yes
SIC dummies Yes Yes
Observations 656 488
Adj. R? 0.440 0.438

This table reports the results of regressing brand value on family own-
ership and control, accounting for the heterogeneity of family firms’
eponymous status. All variables are as defined in Appendix Table A2.
The model includes an unreported intercept for brevity. The standard
errors are clustered at the firm level. The t-statistics are reported in
parentheses below each coefficient estimate. ***and *denote signifi-
cance at the 1 and 10 percent levels (two-tailed), respectively.
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Value: Matched Sample

Dependent Varable: Brand valaue

M (2)
Family dummy —6.539** —8.066™*
(—2.48) (—=2.29)
Gindex 0.614
(0.14)
PCT of experts 11.310
(1.27)
Firm size 14.852%** 10.807%**
(3.18) (3.17)
Firm age —0.530** —0.566**
(—2.20) (—-2.57)
ROA 142.169** 125.870**
(2.20) (2.35)
Market-to-book —0.440 0.632
(—=0.33) (0.59)
R&D/Sale 29.919 —7.158
(0.45) (-0.12)
Adv. expense/Sale  70.183 52.994
(1.14) (1.14)
Inst. ownership 14.823 —2.137
(1.29) (—0.24)
Year dummies Yes Yes
SIC dummies Yes Yes
Observations 110 85
Adj. R? 0.549 0.624
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This table reports the results of regressing brand value on family own-
ership and control in the matched sample. We match each family firm’s
year with a nonfamily firm’s year in the same industry (one-digit SIC code)
based on the closest firm size. All variables are as defined in Appendix Ta-
ble A2. The modelincludes an unreported intercept for brevity. The stan-
dard errors are clustered at the firm level. The t-statistics are reported
in parentheses below each coefficient estimate. ***and **denote signif-
icance at the 1 and 5 percent levels (two-tailed), respectively.
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For instance, family firms venturing into the global
market often navigate diverse cultural influences
that significantly shape stakeholder perceptions.
In regions that hold family ties and heritage in
high regard (e.g., Germany), these firms are often
viewed as more trustworthy, authentic, and com-
mitted (Beck & Prugl, 2018; Lude & Prugl, 2018;
Jaufenthaler, 2023; Schellong et al., 2019). How-
ever, this sentiment isn't universal. In some re-
gions, there is a tendency to perceive family firms
as stagnant, unprofessional, inflexible, or less in-
novative compared to nonfamily firms (Botero et
al., 2018; Carrigan & Buckley, 2008; Orth & Green,
2009). As a result, family firms face the challenge
of strategically balancing branding, blending their
core family values while adapting to local cultures,
and catering to the varied expectations of stake-
holders. Therefore, even though family brands (re-
gardless of their direct association with the family
name) may convey a strong sense of family iden-
tity and heritage, this connection does not uni-
versally resonate or translate into broader appeal
across stakeholder groups and markets (Jaufen-
thaler, 2023), and may even have an undesirable
effect on brand value.

Our study has implications for practitioners and
managers in family businesses. While the results
indicate that family firms underperform in brand
performance compared to nonfamily firms, the
cross-sectional analysis highlights a negative ef-
fect on brand value when family members, par-
ticularly founders, are absent from key manage-
mentroles. This result suggests that the active par-
ticipation of founders potentially shapes brand-
ing strategies and enhances brand strength. Con-
versely, when the family is not actively involved in
managing the company, the brand value is signif-
icantly lower compared to nonfamily firms. This
decline could be due to a lack of the original vision,
passion, or personal investment from founders,
which might diminish when management transi-
tions to nonfamily professional or transgenera-
tional successions.

Our findings are consistent with previous stud-
ies that have found only a few family firms ac-
tively promote their family brand (Binz Astrachan
& Botero, 2018; Botero et al.,, 2013). The deci-
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sion by family firms to either explicitly or implic-
itly convey their family nature through their brand
is inherently subjective. In general, companies of-
ten face resource allocation decisions and must
choose whether to invest in marketing-related ac-
tivities over R&D expenditures (e.g. Chrisman &
Patel, 2012), internationalization (Gomez-Mejia et
al.,, 2023; Santulli et al.,, 2019), diversifications
(Gébmez-Mejia et al., 2010), and other product-
related investment opportunities, among others.
For instance, family firms, such as Starbucks and
Tesla, primarily emphasize and allocate resources
heavily toward product development rather than
marketing initiatives in their early stages of de-
velopment. The financial strategy of Tesla pro-
vides an illustrative example by allocating minimal
funds to marketing but dedicating an average of
$2,984 to R&D per car sold, tripling the amount
spent on product-related expenditure compared
toitsrivals (Ali, 2021). This underinvestment could
stem from unique strategies by family managers
to preserve social-emotional wealth, manage fi-
nancial stress, and prioritize investments during
the initial years. As family firms expand, as seen
with Starbucks, their strategic priorities shift, plac-
ing a greater emphasis on marketing strategy to
strengthen their brand presence in the market.

6. Limitations and Future Research

This research comes with several acknowledged
limitations. First and foremost, its exclusive fo-
cus on U.S. global companies potentially narrows
the scope of its applicability. Such geographical
confinement limits the transferability of the re-
sults to other regions or cultural contexts. To en-
hance understanding, further research should ex-
plore the influence of family brands on stakehold-
ers across different geographical and cultural en-
vironments (Binz Astrachan et al., 2019). Addition-
ally, it might be advantageous for managers to
understand how diverse perceptions and cultural
contexts could affect the capability of family firms
to generate brand value. Second, it is essential
to note that our sample size is relatively modest,
which might introduce challenges to generalizing
results and increase variability. Third, the reliance
on a single measure of brand value is a limitation.
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While we utilize Interbrand, a broadly recognized
and accepted brand measurement method, con-
sidering alternative proprietary brand measures
might provide further insights into family firms.
During our study, identifying suitable alternative
measures for our sample proved difficult. Future
studies employing a varied brand metric might
help validate these findings. Finally, while our
study sheds light on the dynamics between ac-
tive founders and brand value, certain aspects re-
main unclear. For instance, our results indicate a
positive correlation between active founders and
brand value, even though the correlation is not
statistically significant, highlighting the complex-
ity of founders’ marketing initiatives and strate-
gies in relation to brand value and calling for fur-
ther in-depth exploration. It would be interest-
ing to understand if specific marketing initiatives
might yield a positive impact on brand value. To
gain a better understanding, future research can
broaden its geographic locations, incorporate al-
ternative brand measurement tools, and delve
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deeper into the complex dynamics between active
founders and marketing in family firms.

In conclusion, our main interest in this study is
to examine the relationship between family busi-
nesses and brand performance. Our study builds
upon the existing literature on family firm owner-
ship (R. C. Anderson & Reeb, 2003; Jaskiewicz et al.,
2023) and family branding (Beck, 2016; Binz Astra-
chan et al., 2019; Jaufenthaler, 2023). While the
uniqueness of family brands is well-documented,
empirical analyses remain limited regarding the
impact of family firms on brand value. By incor-
porating empirical evidence, we address a notable
gap that previous studies have often bridged with
anecdotal data. Through an analysis of prominent
global U.S. firms, our findings consistently show
that nonfamily firms outperform family firms in
brand value creation. Furthermore, these insights
shed light on how family ownership, management,
and branding strategies may affect family firms’
ability to generate brand value.
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Appendix

A. Interbrand’s Brand Value

We use Interbrand as our metric to measure brand equity. Interbrand plays a crucial role in brand
research and offers a coherent and reliable approach to brand valuation (Chu & Keh, 2006; Hsu et al.,
2013). Founded in 1974, Interbrand is the first company to receive ISO 10668 certification. To be ISO
10668 certified, the methodology must consider financial, legal, and behavioral science aspects (Haigh,
2010). Interbrand estimates the value of each brand based on discounted projected profits, finan-
cial strength, and the brand'’s influence on consumers’ purchasing decisions. This method assesses
a brand's future potential and comprises ten factors in the following components: (1) Financial anal-
ysis, which measures the overall financial return to investors. (2) Role of the brand, which assesses
product purchase drivers such as price, convenience, and product features. (3) Brand strength, which
measures the ability to foster loyalty (source: www.interbrand.com). Interbrand’s method considers
multiple criteria to determine the brand's value, assessing not only the past performance but also the
potential for future performance.


www.interbrand.com
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Table A1: Companies In Our Sample (alphabetical order)

3M CO

ACCENTURE PLC

ADOBE SYSTEMS INC
AMAZON.COM INC
AMERICAN EXPRESS CO
AMERICAN INTERNATIONAL GROUP
APPLE INC

AT&T INC

AVON PRODUCTS
BLACKBERRY LTD

BOEING CO

BROWN-FORMAN CORP
CAMPBELL SOUP CO
CATERPILLAR INC

CISCO SYSTEMS INC
CITIGROUP INC

COCA-COLA CO
COLGATE-PALMOLIVE CO
DEERE & CO

DISNEY (WALT) CO
DISCOVERY COMMUNICATIONS, INC
EASTMAN KODAK CO

EBAY INC

EXXON MOBIL CORP
FACEBOOK INC

FORD MOTOR CO

GAP INC

GENERAL ELECTRIC CO
GOLDMAN SACHS GROUP INC
GOOGLE INC

GENERAL MOTORS
HARLEY-DAVIDSON INC
HEWLETT-PACKARD CO

INTEL CORP

INTL BUSINESS MACHINES CORP

JOHNSON & JOHNSON
KELLOGG CO
KIMBERLY-CLARK CORP
MARRIOTT INTL INC
MASTERCARD INC
MATTEL INC

MCDONALD’S CORP
MERCK & CO

MERRILL LYNCH & CO INC
MICROSOFT CORP
MORGAN STANLEY
MOTOROLA SOLUTIONS INC
NETFLIX INC

NIKE INC-CL B

ORACLE CORP

PAYPAL HOLDINGS INC
PEPSICO INC

PFIZER INC

PHILIP MORRIS INTERNATIONAL
PROCTER & GAMBLE CO
RALPH LAUREN CORP
SALESFORCE.COM INC
STARBUCKS CORP

SUN MICROSYSTEMS INC
TESLA INC

THOMSON REUTERS CORP
TIFFANY & CO

THOMSON REUTERS PLC
UNITED PARCEL SERVICE INC
VIACOM INC

VISA INC

WRIGLEY (WM) JR CO
YAHOO INC

YUM BRANDS INC
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Table A2: Variable Definitions

Variable

Definition

Family Variables
Family dummy

Founder_CEO

Non-founder_CEO

Founder_chairman

Non-founder_chairman

Powerful_founder

Non-powerful_founder

Eponymous

Non-eponymous

Firm Characteristics
Gindex

PCT of experts

Firm size

Firm age

ROA
Market-to-book

R&D/Sale
Adv. expense/Sale
Inst. ownership

An indicator variable that takes the value of one if family ties (most often
going back a generation or two to the founder) play a key role in both the
firm's voting rights (>=20 percent) and board membership; zero otherwise.

An indicator variable that takes the value of one if (i) the Family dummy
variable is equal to one, and (ii) a founder serves as the CEO of the firm;
zero otherwise.

An indicator variable that takes the value of one if (i) the Family dummy
variable is equal to one, and (ii) the CEO of the firm is not a founder; zero
otherwise.

An indicator variable that takes the value of one if (i) the Family dummy
variable is equal to one, and (ii) a founder serves as the chairman of the
firm; zero otherwise.

An indicator variable that takes the value of one if (i) the Family dummy
variable is equal to one, and (ii) the chairman of the firm is not a founder;
zero otherwise.

An indicator variable that takes the value of one if (i) the Family dummy
variable is equal to one, and (ii) a founder serves as the CEO, the chairman of
the board of directors, or anominating committee member; zero otherwise.

An indicator variable that takes the value of one if (i) the Family dummy vari-
able is equal to one, and (ii) no founder serves as the CEO, the chairman
of the board of directors, or a nominating committee member; zero other-
wise.

An indicator variable that takes the value of one if (i) the Family dummy
variable is equal to one, and (ii) family name is part of a company name,
zero otherwise.

An indicator variable that takes the value of one if (i) the Family dummy
variable is equal to one, and (ii) family name is not part of a company name,
zero otherwise.

The corporate governance index. A higher Gindex suggests better corporate
governance.

The fraction of financial or accounting experts who serve on the audit com-
mittee.

The natural logarithm of book value of assets.

The number of complete years since the firm's first appearance in the COM-
PUSTAT financial file.

Net income divided by total assets.

The sum of market value of equity and book value debt divided by book
value of total assets.

The research and development expense divided by total sales.
The advertising expense divided by total sales.
The fraction of a firm's outstanding shares owned by institutional investors.
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