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Introduction - Sustainability reporting is becoming more and more important for businesses 

all around the world. Extant empirical literature investigating the relationship between family 

status and sustainability reporting provides inconclusive results. No previous studies 

investigated this association in the Swedish setting. 

 

Purpose - The purpose of this study is to investigate how family control and influence affects 

sustainability reporting behavior of Swedish listed firms. 

 

Theoretical framework – Sustainability disclosures are considered as an effective means for 

companies to communicate with their stakeholders. Family firms are more concerned about 

their internal and external stakeholders in order to protect family’s socioemotional 

endowments. 

 

Methodology design – We use panel data on Swedish listed firms over the period of 2008-

2015. We analyze data with random-effects ordered probit regression for panel data.  

 

Empirical findings - When we treat all family firms as homogenous, there are no statistically 

significant differences in the levels of reports of family and non-family firms. However, when 

we take into account internal contexts of family firms, we find that a family member(s) in top 

management or a family CEO make family firms more transparent about their sustainability 

performance. 

 

Conclusion – We document that presence of a family top manager(s) or of a family CEO is 

associated with higher level of details of sustainability reports. Family top managers are more 

likely to be concerned about internal and external stakeholders to preserve the family’s SEW.  

 

Keywords - Family firms, family status, sustainability reporting, sustainability disclosure, 

CSR, SEW, Sweden, voluntary disclosure, GRI, G3, Swedish listed firms.  
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1. Introduction 

This section provides background to the problem, purpose of the study, and the research 

question. 

1.1 Background 

In the recent decades, public awareness of wider social and environmental effects of business 

activities has increased (Gavana, Gottardo & Moisello, 2016). The global community has been 

demanding companies to be more accountable for their social, economic, and environmental 

impact (Hopwood, Mellor & O’Brien, 2005). As a result, corporate social responsibility (CSR) 

has become a vital corporate strategy (Carroll & Shabana, 2010). CSR is ‘a company’s 

voluntary contribution to sustainable development beyond what is required by law or 

regulation’ (Iyer & Lulseged, 2013, p. 163-164). The increasing focus on CSR has resulted in 

similar increase in demand for CSR disclosure (Cabeza-Garcia, Sacristan-Navarro & Gomez-

Anson, 2017), and companies are facing urgent calls to disclose information about their 

performance in a wide range of areas (Van der Laan Smith, Adhikari & Tondkar, 2005). 

Increasing number of companies are responding to this demand by voluntarily providing 

sustainability or CSR reports (Iyer & Lulseged, 2013). 

 

Corporate voluntary disclosure has been a popular research area in the recent years (Van der 

Laan Smith, Adhikari & Tondkar, 2005; Gavana, Gottardo & Moisello, 2016). Some studies 

focused on the association between sustainability disclosure and degree of pressure that social 

groups may have on companies, documenting that type of industry (Patten, 1991; Gamerschlag, 

Möller, & Verbeeten, 2011), nature of activities (Brammer & Pavelin, 2004), level of media 

visibility (Gamerschlag, Möller, & Verbeeten, 2011) and proximity to customers (Branco & 

Rodrigues, 2008) can stimulate corporate voluntary disclosure. Other studies investigated 

firms’ internal factors, such as corporate governance quality (Chan, Watson, & Woodliff, 2014) 

and board composition (Michelon & Parbonetti, 2012), in shaping social disclosure practices.  

 

Some empirical findings suggest that sustainability disclosure behavior of companies may be 

affected by presence of family owners (Gavana, Gottardo & Moisello, 2016; Campopiano & 

De Massis, 2015; Nekhili, Nagati, Chtioui & Rebolledo, 2017; Cabeza-Garcia, Sacristan-

Navarro & Gomez-Anson, 2017). In the academic literature, family firms are described as 
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companies that are either controlled or managed by founding families (Iyer & Lulseged, 2013). 

In many countries, family firms generate 60-90% of non-governmental GDP and employ 50-

80% of total workforce in private sector (European Family Businesses, 2012). A number of 

studies document that more than one third of companies in S&P 500 and S&P 1500 are 

influenced by founding families (Anderson and Reeb, 2003; Lee, 2006; Chen, Chen and Cheng, 

2008). Family businesses also employ about half of the workforce (Means, 2015) and generate 

almost two thirds of the GDP (Fisher, 2016) in the United States. La Porta, Lopez-de-Silanes 

& Shleifer (1999) and Faccio and Lang (2002) highlight higher prevalence of family owners 

in businesses in the Western Europe than in the United States.   

 

Family firms and non-family firms may have different incentives and motives shaping their 

behavior (Gomez-Mejia, Haynes, Nuñez-Nickel, Jacobson & Moyano-Fuentes, 2007). 

Berrone, Cruz and Gomez-Mejia (2012) find that in family businesses, family related decisions 

can overlap with business decisions, sometimes to such extent that this can even contradict 

economic logic. Therefore, it is suggested that family firms have not only financial goals to 

consider but also non-financial objectives that can receive higher priority in some instances 

(Gomez-Mejia et al., 2007). Hamberg, Fagerland and Nilsen (2013) argue that family firms 

often use control-enhancing mechanisms because maintaining control of the firm is of 

paramount importance for families. Furthermore, family businesses have long-term orientation 

since the business is usually transferred from one generation to another (Gomez-Mejia et al., 

2007; Chua, Chrisman & Sharma, 1999). 

 

Campopiano and De Massis (2015) find that Italian family firms disclose wider range of 

information about their sustainability performance since they are concerned about meeting 

expectations of external stakeholders and maintaining good reputation and image of family. In 

contrast to Campopiano and De Massis (2015), Nekhili et al. (2017) document that French 

family firms disclose less sustainability information than their non-family counterparts and 

argue that family firms have less incentives to reduce information asymmetries between 

management and owners. Gavana, Gottardo and Moisello (2016) propose that sustainability 

disclosure behavior of family firms might be affected by different forms of family involvement 

in the business and find evidence that family control has a positive effect on sustainability 

disclosure when it is associated with presence of the founder on the board or presence of a 

family CEO.  Taking into account these contradicting findings and diverging lines of reasoning 
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on disclosure behavior of family firms in different contexts, it is very appealing to investigate 

whether there are differences in sustainability disclosure behavior of Swedish family and non-

family firms. To our knowledge, no previous studies were conducted to investigate the extent 

of sustainability reporting by Swedish family and non-family firms. 

1.2 Purpose of the study 

In this study, we would like to understand how presence of controlling family owners and 

different forms of family involvement in the business affect sustainability reporting behavior 

of Swedish listed firms. For this purpose, we will compare level of details of sustainability 

reports issued by family and non-family firms that were listed on the Nasdaq OMX Stockholm 

stock exchange over the period 2008-2015. Sweden is a suitable setting to conduct this study 

because it has the highest usage of dual-class votes and second highest usage of pyramid 

structures in the world (Faccio & Lang 2002), pointing to a large number of family-controlled 

firms. 

1.3 Research question  

Based on the previous discussion, the research questions of this study are as follows: 

 

How does family control and influence affect sustainability disclosure behavior of 

Swedish listed firms? 

 

The remainder of this paper is organized as follows. Section 2 provides review of literature, 

covering topics such as sustainability reporting, Swedish context, theories about disclosure 

behavior, prior research on disclosure practices of family firms, and develops our hypotheses. 

Section 3 discusses our research methodology, and Section 4 provides our empirical results. 

Section 5 discusses our results with relation to the theory and the findings of previous studies. 

Section 6 provides our conclusions, discusses practical implications and limitations of the 

study, and highlights areas for future research. 
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2. Literature review 

This section includes six subsections. Subsection 1 provides a comprehensive overview of 

sustainability reporting. Subsection 2 is devoted to specific features of Swedish context in terms 

of reporting laws and family ownership history. Subsection 3 provides account of theories 

relevant to reporting practices of companies. Subsection 4 reviews extant literature on 

financial and sustainability reporting practices of family firms. Subsection 5 develops the 

hypotheses of this study. 

2.1 Sustainability reporting 

In the recent decades, the development ideology with much emphasis on GDP growth is being 

challenged by the ideology of sustainable development as many have been realizing that 

humanity is inherently dependent on the environment and cannot ignore it (Hopwood, Mellor 

& O’Brien, 2005). The World Commission on Environment and Development (1987, p. 54) 

provided the most popular definition of the term sustainable development as ‘development that 

meets the needs of the present without compromising the ability of future generations to meet 

their own needs.’ Undoubtedly, governments and businesses are expected to promote 

sustainable development (Hopwood, Mellor & O’Brien, 2005). Global Reporting Initiative 

(GRI) acknowledges the importance of organizations in achieving sustainable development 

goals by claiming that all organizations make positive and negative contributions to 

sustainability (GRI, 2016). In line with this, GRI defines sustainability reporting as ‘an 

organization’s practice of reporting publicly on its economic, environmental, and/or social 

impacts, and hence its contributions – positive or negative – towards the goal of sustainable 

development’ (p. 3). 

2.1.1 What is a sustainability report? 

A sustainability report enables an organization to identify and disclose its significant impacts 

on the economy, environment, and society (GRI, 2016). The disclosures made in the 

sustainability report allow both internal and external stakeholders to understand and make 

informed decisions about the contribution of the organization to sustainable development 

(ibid.). A typical sustainability report includes diverse information revealing commitment of 

the company to sustainability. A typical report contains disclosures about (GRI, 2016): 
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● the company’s general profile, including activities, brands, products, services, location, 

ownership, markets, and supply chain; 

● the company’s strategy, priorities, targets and progress achieved in sustainability;  

● social, political, economic changes and developments that are affecting or going to 

affect the company’s performance in multiple areas and its social commitment; 

● stakeholder engagement and dialogue to achieve corporate sustainability targets; 

● economic (e.g., economic value generated and anti-corruption procedures), 

environmental (e.g., energy and water use, emissions, and effluents and waste), and 

social performance (e.g., employment, occupational health and safety, training and 

education, diversity and equal opportunity, and child labor); 

● sustainability operational risks in multiple areas, such as human rights; 

● the management approach, including policies related to environment and workplace. 

2.1.2 History of sustainability reporting and sustainability frameworks 

In the 1970s, discussions about wider responsibilities of businesses gained momentum 

(Friedman, 1970). While some argued that the purpose of conducting business was not only 

pursuing financial targets but also promoting desirable social goals (ibid.), Friedman (1970) 

believed that ‘there is one and only one social responsibility of business - to use its resources 

and engage in activities designed to increase its profits so long as it stays within the rules of 

the game’ (p. 6).  

 

In the mid-1990s, a new accounting framework known as the Triple Bottom Line (TBL) 

emerged with the ambition to widen the scope of corporate performance reporting (Slapper & 

Hall, 2011). With the emergence of this framework, corporate responsibility started to include 

environmental and social dimensions in addition to the traditional measures of profit and return 

on investments (ibid.). The TBL, which is sometimes called ‘the 3PS’, has become the most 

accepted and appreciated way of reporting outcomes of business activities due to the fact that 

it evaluates corporate performance in a broader perspective (Goel, 2010). The Ps in 3PS stand 

for Profit, People and Planet, emphasizing that all aspects are of equal importance to be 

disclosed (ibid.). The idea behind the TBL was to encourage organizations to track and manage 

what value was added or destroyed with relation to the social, economic and environmental 

areas as well as to stimulate deeper understanding of actual costs of capitalist activities 

(Elkington, 2018).  
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John Elkington, who is claimed to have coined the term TBL, feels that the concept has been 

misused by managers (Elkington, 2018). Instead of provoking deeper thinking about the 

consequences of running a business some managers interpreted the concept as a balancing act 

(ibid.). Specifically, he argues that managers still ‘move heaven and earth to ensure they hit 

profit targets, the same is very rarely true of their people and planet targets’ (Elkington, 2018, 

p. 4). Nevertheless, one piece of visible evidence that firms have adopted the idea of TBL and 

therefore acknowledged the importance of a more comprehensive disclosure is the increasing 

number of companies that provide additional disclosures related to sustainability.  

 

The idea of TBL have also served as a starting point for various platforms/guidelines in the 

area of sustainability reporting (Elkington, 2018). Following TBL, a number of sustainability 

reporting frameworks have been created in the recent decades. Kristofík, Lament and Musa 

(2016) argue that the existence of variety of reporting guidelines, such as ISO 26000, GRI, 

Carbon Disclosure Project and Global Compact, is caused by the absence of standardized 

regulation on sustainability reporting. In 2017, almost 80% of the world’s 250 largest 

companies provided a sustainability report, compared to less than 50% of the same figure in 

2011 (KPMG, 2017). According to the survey conducted by KPMG, almost 3 out of 4 of the 

250 biggest companies that provided sustainability reports globally, as well as the vast majority 

of Swedish biggest 100 firms, prepared their sustainability reports in accordance with the GRI 

guidelines (KPMG, 2015).   

2.1.3 GRI and G3 guidelines  

GRI standards, which are promoted by a non-profit organization GRI, are the most widely 

applied sustainability reporting guidelines (KPMG, 2017). GRI, Global Reporting Initiative, is 

an independent international standards organization that was founded in Boston in 1997 (GRI, 

2019a). It was established in collaboration between the Coalition for Environmentally 

Responsible Economies (CERES), the Tellus Institute, and the United Nations Environment 

Programme (UNEP) with the aim of creating a framework for environmental reporting on 

business activities (ibid.). In 1998, the scope of the reporting framework was broadened to 

encompass social, economic, and governance issues, in addition to environmental concerns 

(ibid.). 
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In 2000, GRI released a set of guidelines for comprehensive sustainability reporting, G1, which 

became the first global reporting framework in this area (GRI, 2019a). During the years that 

followed, the guidelines were updated and also replaced by newer and even more 

comprehensive ones (ibid.). The second generation of guidelines, G2, was released in 2002 

(ibid.). Of particular importance to this study is GRI’s third generation reporting guidelines, 

G3. Developed in collaboration between thousands of experts from business, labor movement, 

civil society, these sustainability reporting guidelines were launched in 2006 (ibid.).  

 

G3 included reporting principles, guidance, and standard disclosures (Iyer & Lulseged, 2013). 

While the reporting principles and guidance assisted in determining report boundary, defining 

report content, and ensuring report quality, the standard disclosures highlighted strategy and 

profile, management approach, and performance indicators (ibid.). Performance indicators 

included 79 indicators, specifically 9 economic, 30 environmental, 14 labor practice and decent 

work, 9 human rights, 8 social, and 9 product responsibility indicators (ibid.). 

 

One of the important elements of G3 guidelines was applications levels (A, B, or C) that 

reflected the amount of information disclosed in the reports (Iyer & Lulseged, 2013). The 

companies preparing sustainability reports based on G3 guidelines determined the assurance 

level through one of four applications level checks (undeclared, self-declared, GRI checked, or 

third-party checked) (ibid.). Companies had option to either self-declare the level of their report 

or keep it undeclared (ibid.). In case they self-declared, they had to determine the level of their 

report as A, B, or C, assessing the content of their report against the application level criteria 

in G3 (ibid.). A report that included information on some elements of the GRI required profile 

disclosures as well as minimum 10 performance indicators qualified for level C (ibid.). A report 

that contained information on all elements of the GRI required profile disclosures, management 

approach, and minimum 20 performance indicators qualified for level B (ibid.). A report that 

included all information to qualify for level B as well as disclosures on each core and sector 

supplement indicator in the form of either reported indicator or explanation of the reason for 

its absence qualified for level A (ibid.). Thus, reports that obtained level A were the most 

comprehensive reports, while reports that obtained level C were the least comprehensive 

(ibid.).  
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Companies that self-declared application level also had option to get verification for the 

selected application level of their reports from GRI, which meant that these reports obtained a 

status of GRI-checked (Iyer & Lulseged, 2013). Alternatively, these companies could obtain 

external assurance from a third party, which meant that report received a status of third-party 

checked (ibid.). The report that was externally assured obtained “+” sign next to application 

level A, B, or C (A+, B+, C+), verifying to stakeholders that the report fulfilled certain 

requirements (Simmons, Crittenden & Schlegelmilch, 2018). 

 

Even though G3 guidelines were adopted widely, GRI doubted the ability of practitioners to 

fully understand the structure of the guidelines (Simmons, Crittenden & Schlegelmilch, 2018). 

Furthermore, GRI was concerned about the weak conceptual underpinning of the application 

level system, which resulted in its entire abolishment in the next generation reporting 

guidelines, G4 (ibid.). Thus, G3 application levels were allowed to be applied until the end of 

2015, and from that period G4 guidelines, free of application levels, became applicable (ibid.). 

2.1.4 Benefits of issuing sustainability reports 

Gavana, Gottardo and Moisello (2016) argue that attitude of companies towards providing 

sustainability reports have improved since the late 1990s. The main incentive behind these 

developments for companies is the desire to present a more comprehensive disclosure covering 

economic, environmental and social issues to stakeholders (ibid.). Providing sustainability 

reports may be a way to seek the acceptance from the public for the activities of the organization 

(de Villiers & van Staden, 2006). Although most researchers (e.g. Kolk, 2008) acknowledge 

an increase in numbers of sustainability reports provided by companies, there is no agreement 

on which stakeholders benefit from these reports the most. 

 

Most organizations provide voluntary disclosures to gain acceptance and organizational 

legitimacy in society (Gavana, Gottardo and Moisello, 2016); however, Hedberg and Von 

Malmborg (2003) found that reports in fact are of more help for internal stakeholders. 

Specifically, companies preparing sustainability reports improved internal communication 

between different departments (ibid.). Furthermore, GRI (2019b) claims that providing 

sustainability reports may help companies internally to understand company’s risks and 

opportunities, determine long-term management strategies and plans, recognize the link 

between financial and non-financial performance, reduce costs and improve efficiency, and 
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compare performance of different units. One additional internal benefit can also be improved 

employee morale (Iyer and Lulseged, 2013). 

 

Other studies show that additional effort in sustainability reporting has a positive impact on the 

external stakeholders (e.g., Berthelot, Coulmont & Serret, 2012; Friedman & Miles, 2001). 

Sustainability reporting has a number of external benefits: limiting negative social, 

environmental, and governance impact, enhancing corporate reputation and brand loyalty, 

allowing external stakeholders to assess true value of the company (GRI, 2019b), enabling 

company to enter the socially responsible investment portfolio, easing compliance with 

regulations and decreasing litigation risks, and increasing customer satisfaction (Iyer and 

Lulseged, 2013). 

2.2 Swedish context 

According to KPMGs (2015 & 2017) surveys related to corporate social responsibility 

reporting, Swedish companies were ranked in the top 10 in both 2015 and 2017. Being ranked 

in the top 10 in the world, Swedish companies must be well aware of current sustainability 

reporting practices. A reason for Sweden’s high ranks in the surveys about corporate 

sustainability reporting can be partly explained by developed sustainability practices adopted 

by Sweden as a nation in general. For example, the EPI, environmental performance index, 

ranks Sweden as number 5 in the world (EPI, 2018). The EPI shows how consistent each 

country is at reaching several sustainability performance targets, while at the same time taking 

into account actual national sustainability activities (ibid.). 

2.2.1 Sustainability reporting laws in Sweden 

In 2008, Sweden implemented a new set of guidelines that affected all different companies 

fully or partly owned by the government (Regeringskansliet, 2007). The new version of the 

guidelines has mandated extensive and more explicit demands related to sustainability 

disclosure by the companies (ibid.). Companies with the Swedish state as one owner were 

obligated to follow the GRI G3 guidelines for their sustainability reports (ibid.). However, there 

were no demands regarding what application level the sustainability report needs to fulfill, 

which makes the level of details of reports still voluntary for each individual company (ibid.).  
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In 2016, the Swedish government passed another new law as a result of the EU directive 

2014/95/EU. The acceptance and implementation of the law Proposition 2015/16:193 

(Justitiedepartementet, 2015) is an attempt to make environmental initiatives and impacts of 

organizations more transparent and comparable. With the implementation of this law, all larger 

companies in Sweden are obliged to produce a sustainability report from 2017 (PWC, 2016). 

In order to be considered as large, a company should fulfill two of the following three criteria 

in two consecutive fiscal years:  

1. at least 250 employees; 

2. at least 175 million SEK in total assets; 

3. at least 350 million SEK net sales. 

2.2.2 Family firms in Sweden 

Sweden is of particular interest when it comes to family owned firms and their practices. To 

start with, Sweden has a long history of long-term controlling owners (e.g. Persson family in 

H&M and the Stenbeck family in MTG Group and Tele2). For example, La Porta, Lopez-de-

Silanes and Shleifer (1999) found that 5 out of the 10 highest valued companies in Sweden in 

1999 had one major family owner. Second, most board members in Swedish companies are 

usually appointed by controlling shareholders (Swedish Corporate Governance Code, 2016); 

therefore, the shareholders in Sweden have a large influence on the corporate decisions. Finally, 

Sweden has, as mentioned before, the highest proportion of firms with dual-class shares and 

the second highest usage of pyramid structures of all countries (Faccio & Lang 2002). In 

particular, owners of Swedish listed firms are known for using control enhancing mechanisms, 

which allow them to keep control of the business while providing only a small portion of the 

capital (Cronqvist & Nilsson, 2003). For example, La Porta, Lopez-de-Silanes and Shleifer 

(1999) calculated in their research that for 4.46% of the capital provided an owner could control 

20% of the voting rights in ABB in 1999. 

 

According to studies related to Sweden, family firms employ approximately one third of the 

workforce and also generate the same proportion of GDP of the country (Andersson, 

Johansson, Karlsson, Lodefalk & Poldahl, 2018). Even though this is a comparatively lower 

percentage than the figure applicable to the US economy, family firms are both the largest 

employers and ‘the single greatest source of value added in Sweden (Andersson et al., 2018, p. 
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545). This slightly lower impact of family firms can also be explained by the big public sector 

in Sweden (Andersson et al., 2018).  

 

Historically, family firms in Sweden have been more common in particular industries. Notably, 

family owned businesses are rather big in some of Sweden’s largest industries. According to 

Andersson et al. (2018), family firms employ 60 % of the total workforce in wholesale and 

retail trade and 78% in construction industries. At the same time, family firms only employ 7% 

of the workforce in education and 6% in health and social work (ibid.). This low proportion of 

family firms’ involvement can be explained by the large public sector in Sweden in areas such 

as healthcare, education, and public administration (ibid.). 

2.3 Theories about reporting 

Academic literature proposes a number of theories related to reporting practices of firms. We 

review two theories particularly applicable to our study. 

2.3.1 Stakeholder theory 

Stakeholder theory recognizes that society is made up of heterogeneous groups who have 

diverging claims as well as various perspectives about appropriate corporate behavior (Gavana, 

Gottardo & Moisello, 2016). According to Freeman and Reed (1983, p. 91), stakeholder is ‘any 

identifiable group or individual who can affect the achievement of an organization's objectives 

or who is affected by the achievement of an organization's objectives’. This definition is 

comprehensive in the sense that it includes broad range of stakeholders, such as state agencies, 

labor unions, trade associations, public activist groups, and competitors, along with 

shareholders, employees, customers, etc. (Freeman & Reed, 1983). 

 

Stakeholder theory views the world from the viewpoint of a company’s managers who are 

strategically interested in continued success of the company (Gray, Kouhy & Lavers, 1995). In 

the long run, the company’s existence and growth depends on support received from all 

stakeholders (Van der Laan Smith, Adhikari & Tondkar, 2005). The company should seek 

approval of stakeholders and adjust its activities to gain this approval, and the more power the 

stakeholders have, the more the company must adjust (Gray, Kouhy & Lavers, 1995). Thus, 

stakeholder theory emphasizes that managers should not only consider interests of their 

shareholders but also focus on welfare and needs of non-owner stakeholders (Mitchell, Agle & 
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Wood, 1997) in order to guarantee survival of the company. This discussion suggests that CSR 

becomes an important corporate strategy to develop and maintain acceptable relationships with 

stakeholders (Roberts, 1992). 

 

In order to receive social support and approval, the company’s managers should be open to 

communication with a broad range of stakeholders (Van der Laan Smith, Adhikari & Tondkar, 

2005). CSR disclosure can be perceived as a part of the dialogue taking place between the 

company and its constituencies (Gray, Kouhy & Lavers, 1995). CSR disclosures can serve as 

an important medium for negotiating company-stakeholder relationships (Gray, Kouhy & 

Lavers, 1995; Roberts, 1992). Furthermore, since stakeholders are different in terms of their 

power to influence a company, the company managers can be more motivated to disclose 

information to certain powerful stakeholders (Deegan, 2002).  

 

Stakeholder theory can also be helpful in determining particular stakeholders affected by the 

given corporate action (Deegan, 2002). Moreover, managers should not only know how to 

properly identify company’s stakeholders and non-stakeholders but also learn to prioritize 

certain interests over others in case these stakeholders have conflicting claims (Mitchell, Agle 

& Wood, 1997). Because it is not feasible for managers to address all existing and future claims 

of stakeholders, stakeholder salience theory provides deep insights into understanding ‘to 

whom and to what managers actually pay attention’ (Mitchell, Agle & Wood, 1997, p. 854). 

According to Mitchell, Agle and Wood (1997), stakeholder salience is ‘the degree to which 

managers give priority to competing stakeholder claims’ (p. 854). 

 

Close participation of family members in the business necessitates different approach into 

understanding of how family firms interact with their stakeholders (Mitchell, Agle, Chrisman 

& Spence, 2011). Provided that claims of family stakeholders usually have higher priority than 

that of other stakeholders, managers in family firms may have different perceptions of 

stakeholder salience and react differently to the claims of salient stakeholders (ibid.). As 

Mitchell et al. (2011, p. 245) argue, ‘in family firms the criticality of stakeholder claims must 

be assessed by the extent to which they interfere or contribute to the combined pursuit of 

economic and non-economic goals’. 
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2.3.2 Socioemotional wealth approach 

Family firms are highly concerned about their socioemotional wealth (SEW) that is related to 

maintaining family control over the business and achieving family related non-financial goals 

(Mitchell et al., 2011). Gomez-Mejia et al. (2007) define SEW as ‘non-financial aspects of the 

firm that meet the family's affective needs, such as identity, the ability to exercise family 

influence, and the perpetuation of the family dynasty’ (p. 106). It is argued that family 

businesses constantly face a tradeoff between achieving financial goals and preserving SEW 

(Berrone, Cruz & Gomez-Mejia, 2012).  

 

SEW approach is based on behavioral agency theory, which draws on agency theory, prospect 

theory, and behavioral theory of the firm (Berrone, Cruz & Gomez-Mejia, 2012). Behavioral 

agency theory postulates that ‘firms make choices depending on the reference point of the 

firm’s dominant principals. These principals will make decisions in such a way that they 

preserve accumulated endowment in the firm’ (Berrone, Cruz & Gomez-Mejia, 2012, p. 259).  

Primary reference point of family owners is preservation of SEW, ‘affective endowments’ of 

family owners (Berrone, Cruz & Gomez-Mejia, 2012, p. 259). These owners evaluate strategic 

choices and policy decisions depending on whether they lead to loss or gain of SEW (Berrone, 

Cruz & Gomez-Mejia, 2012). Family firms may avoid financially viable opportunities if 

seizing these opportunities threatens their SEW (Gomez-Mejia et al., 2007). Specifically, some 

family firms may choose to retain ownership of the business even if it leads to a higher risk of 

declining financial performance (ibid.). Hence, family owners are more risk averse when it 

comes to SEW losses than when it comes to financial losses (Berrone, Cruz & Gomez-Mejia, 

2012).  

 

The concept of SEW is multidimensional (Berrone, Cruz & Gomez-Mejia, 2012). Based on 

SEW model, it is possible to identify key differences between family and non-family firms 

(Gavana, Gottardo & Moisello, 2016). Berrone, Cruz and Gomez-Mejia (2012) developed five 

dimensions of SEW, building on extant literature on family businesses and related social 

sciences. The first dimension is ‘family control and influence’, and it is related to control and 

influence that family members have on the business (Berrone, Cruz & Gomez-Mejia, 2012, p. 

262). This special feature of family firms implies that family members can exercise control 

over strategic decisions (Berrone, Cruz and Gomez-Mejia, 2012). Family owners can exert 

control in a direct way by having a family CEO (or chairman) or in a more indirect way by 
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nominating top managers (ibid.). It should be noted that family members without ownership 

rights may also have strong influence on top management (Cennamo, Berrone, Cruz & Gomez-

Mejia, 2012). Since main goal of family owners is to preserve SEW, the family members must 

have continued control over the firm (Berrone, Cruz and Gomez-Mejia, 2012), pointing to 

long-term orientation of family firms. It is empirically documented that some family owners 

are so concerned about maintaining control over the business that they are willing to accept 

higher risk of default (Gomez-Mejia et al., 2007). 

 

Second dimension is ‘the close identification of the family with the firm’ (Berrone, Cruz & 

Gomez-Mejia, 2012, p. 262). Family owners tend to identify themselves with the family 

business more closely than non-family owners do (Gavana, Gottardo & Moisello, 2016). 

Moreover, the degree of identification is the highest when the firm carries the name of the 

family, which portrays business as an extension of the family itself to the stakeholders 

(Berrone, Cruz and Gomez-Mejia, 2012). This close connection of the firm’s reputation with 

the family’s reputation urges family firms to be more concerned about their image and 

consequently to be more socially responsible (Dyer & Whetten, 2006). Furthermore, when 

family is directly involved in the business (e.g. CEO position), the sense of identification 

between the family and the firm is even higher, urging family members to be highly concerned 

about the family image and reputation (Gavana, Gottardo & Moisello, 2016).  

 

Third dimension is binding social relationships of family firms with their stakeholders 

(Berrone, Cruz and Gomez-Mejia, 2012). Empirical evidence suggests that family firms are 

more likely to build strong relationships with their external stakeholders than their non-family 

counterparts (Miller, Jangwoo, Sooduck & Le Breton-Miller, 2009). Moreover, family firms 

tend to form close ties with their employees and provide safe and satisfying jobs to them (ibid.). 

It is suggested that key decision makers in family firms may be concerned about the welfare of 

their stakeholders to enhance and retain their SEW (Cennamo et al., 2012). These principals 

can perceive active engagement with stakeholders not only as a mere altruistic act or a suitable 

corporate strategy, but also as a method to gain and maintain legitimacy and improve reputation 

of the company (ibid.). Furthermore, family firms are highly likely to build strong social bonds 

with their communities, sponsoring activities highly appreciated in the community (Berrone, 

Cruz and Gomez-Mejia, 2012). 
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Fourth dimension is emotional bonds, and it is linked to the role of emotions prevailing in 

family firms (Berrone, Cruz and Gomez-Mejia, 2012). In family firms, actions, behavior, and 

relationships are shaped by knowledge of past events and common experiences (ibid.). Because 

family members build strong internal and external bonds with constituencies (Miller et al., 

2009), the firm serves as a source of satisfying belonging, intimacy, and affective needs for 

these owners (Kepner, 1983 cited in Berrone, Cruz and Gomez-Mejia, 2012). 

 

Fifth dimension is ‘renewal of family bonds to the firm through dynastic succession’ (Berrone, 

Cruz and Gomez-Mejia, 2012, p. 264). Family firms have intentions to transfer the company 

to future family generations, which makes them a unique organizational form (Zellweger, 

Nason, Nordqvist & Brush, 2013). This long-term ownership succession perspective shapes 

decision-making in family firms (Berrone, Cruz and Gomez-Mejia, 2012). Many family firms 

have long-term planning horizons (Miller, Le Breton-Miller & Scholnick, 2008), and 

perpetuation of family control over the firm is a vital goal for these firms (Zellweger, 

Kellermanns, Chrisman, & Chua, 2011). Moreover, these firms can pursue long-run 

investments that do not have financial viability but could benefit future generations of the 

family (Astrachan & Jaskiewicz, 2008). 

 

The relationship between family firms and their stakeholders is affected by the desire of family 

firms to protect SEW. Family firms pursue strategies of proactive stakeholder management in 

order to enhance and preserve their socioemotional endowment (Cennamo et al., 2012). 

Drawing on stakeholder theory, one can argue that sustainability reporting of family firms is 

influenced by the importance attached to not only various stakeholders, such as employees, 

customers, or society, but also to the owner family, who is the critical internal stakeholder 

(Gavana, Gottardo & Moisello, 2016). Sustainability disclosures are tools for family firms to 

show that they share social concerns, which helps them to protect SEW (Gavana, Gottardo & 

Moisello, 2016). 

2.4 Prior research on disclosure behavior of family firms 

Since there is no one widely accepted definition of family firms, it is worth mentioning that 

different researchers have defined it differently, which has an impact on their findings. 

However, one frequently used definition is offered by Anderson and Reeb (2003) who define 

a firm as a family firm if the founder and/or his/her descendants hold positions on the board or 
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in the top management, or are among the company’s largest shareholders. This definition is 

used by e.g. Ali, Chen and Radhakrishnan (2007), Andersson et al. (2018), Chen, Chen and 

Cheng (2008), Cuadrado-Ballesteros, Rodriguez-Ariza & Garcia-Sanchez (2015), and Iyer and 

Lulseged (2013). Lybaert (2014) used a slightly different and narrower definition according to 

which the controlling family needs to have both the majority of the voting rights as well as one 

family member on the board or in the top management of the firm. 

  

In the literature we reviewed, another frequently used definition that stood out and ultimately 

will lead to different classification of family firms than the previously mentioned definition is 

the one used by authors Campopiano and De Massis (2015) and Nekhili et al. (2017). They 

used the following criteria to classify firms as family firms: at least two members of the 

founding family should own at least 10% of the equity each and at least one family member 

should be part of top management and/or sit on the board (ibid.). 

2.4.1 Prior research on financial reporting by family firms 

Previous research on reporting practices show that the ownership structure plays a role in 

corporate disclosure (Vural, 2018); however, the impact of ownership on reporting behavior is 

less agreed on (Andersson et al., 2012). Some researchers argue that family firms provide less 

disclosure and lower quality financial reporting than non-family firms (Vural, 2018; Hope, 

Langli & Thomas, 2012; Chen, Chen & Cheng, 2006; Yang, 2006), while others argue that the 

direct opposite is true (Ali, Chen & Radhakrishnan, 2007). 

  

The family members with long-term presence in the firm may be willing to maintain the same 

capital providers and other contracting parties for longer periods of time (Vural, 2018). In 

addition to lowering the cost of capital due to long lasting relationship, these business links 

may also make the firm less motivated to disclose additional information (ibid.). Since the firm 

and contracting parties have a close relationship, they have a smaller degree of information 

asymmetry, and therefore these stakeholders have less need to rely on the information that is 

publicly disclosed (ibid.). Hope, Langli and Thomas (2012) agree that the family firms 

experience less need for public disclosure due to tighter relationships they build with 

stakeholders than other non-family firms. With a personal relationship between the executives 

and the managers, the family members can monitor the managers and the business without 

relying on public information (Chen, Chen & Cheng, 2008), which can explain why some 
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researchers argue that family firms provide lower quality accounting numbers (e.g. Yang, 

2010). 

  

One area of particularly contradicting findings is related to additional, voluntary disclosure. On 

the one hand, family firms are not prone to make voluntary disclosures. They may have 

incentives to withhold bad news, and therefore they may make fewer voluntary disclosures to 

facilitate entrenchment and extract personal benefits (Ali, Chen & Radhakrishnan, 2007). 

There is also evidence suggesting that family owned companies provide less earnings forecasts, 

which can be explained by the lower information asymmetry between managers and executives 

(Chen, Chen & Cheng, 2008). The owners may also provide less disclosure regarding corporate 

governance practices in an attempt to reduce the transparency in the firm and therefore get 

positions on the board for family members (Ali, Chen & Radhakrishnan, 2007). With regard to 

this, there is some evidence that family firms disclose less information, regardless of whether 

it is good news or bad news, than non-family firms (Chen, Chen & Cheng, 2008). Providing 

less disclosure may be a competitive advantage in terms of not leaking sensitive information 

to competitors (Vural, 2018). 

  

On the other hand, there is also some empirical evidence that family firms disclose more 

information and often with higher quality (Ali, Chen & Radhakrishnan, 2007). Due to the close 

relationship between the executive and managers, there is less earning management in family 

firms, which leads to higher quality of earnings (ibid.). Stemming from the lower agency 

problems and less need for opportunistic behavior, managers may be more likely to provide 

warnings about decreasing expected earnings and bad news (ibid.). Since the owners are long-

term oriented and undiversified, they also may not want to jeopardize their reputation by 

withholding bad news (Chen, Chen & Cheng, 2008); therefore, they may be inclined to provide 

more warnings regarding their earnings. 

2.4.2 Prior research on sustainability reporting by family firms 

Extant literature provides mixed results about influence of family ownership on sustainability 

disclosure practices of family firms. Iyer and Lulseged (2013) examine the relationship 

between family status and sustainability reporting of the largest US firms. The authors study 

reporting behavior of S&P 500 firms, using Business Week’s classification of family firms and 

GRI disclosure database to select companies that issued sustainability reports (ibid.). Business 
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Week defined a firm as a family firm if the founder and/or family members are present in the 

top management, or present on the board, or among the largest owners of the company (ibid.). 

GRI disclosure database included information about applications levels (A, B, C) according to 

GRI’s G3 guidelines, which enabled the authors to construct an ordinal variable that reflected 

the level of details in the given reports (ibid.). Using univariate and multivariate statistical 

analysis, the authors find that no statistically significant evidence of the effect of family status 

both on the likelihood of sustainability disclosures and on the level of details in sustainability 

reports (ibid.). 

Campopiano and De Massis (2015) analyzed how family firms differ from their non-family 

counterparts in disclosing social and environmental behavior. They studied reporting practices 

of 98 medium-sized and large firms in Italy (ibid.). Drawing on institutional theory and 

analyzing content of CSR reports issued by these firms, the authors documented differences in 

reporting behavior between family and non-family firms (ibid.). They concluded that family 

firms issue greater variety of CSR reports than their non-family counterparts (ibid.). 

 

A number of studies document a negative relationship between family status and sustainability 

reporting. Nekhili et al. (2017) investigate the role of family status on the association between 

CSR reporting and firm market value. The authors perform their analysis on unbalanced panel 

data on 91 largest listed French firms for the period of 2001-2010 with 850 firm-year 

observations (ibid.). They construct an index of CSR reporting for their analysis and find that 

family firms disclose less sustainability information than their non-family counterparts (ibid.). 

The authors explain this finding by suggesting that family firms suffer less from information 

asymmetries between firms and shareholders, which may lower incentives to disclose 

information on social and environmental performance (ibid.). Cabeza-Garcia, Sacristan-

Navarro and Gomez-Anson (2017) studied the effect of family control and influence on CSR 

disclosure, drawing on SEW perspective. They examined firms listed in the Madrid Stock 

Exchange General Index for the period of 2004–2010 and after some exclusions created an 

unbalanced panel of 105 firms and 669 observations (ibid.). Employing probit model with 

ordinal dependent variable indicating the commitment of a company to CSR disclosure, the 

authors determined that family ownership and/or governance has a negative effect on CSR 

reporting propensity of family firms and that presence of second blockholder may moderate 

this negative effect (ibid.). 
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Some researchers examined CSR disclosure practices of family firms, explicitly taking into 

account differences within family firms stemming from composition of boards and 

management teams (Lybaert, 2014; Cuadrado-Ballesteros, Rodriguez-Ariza & Garcia-

Sanchez, 2015; Gavana, Gottardo and Moisello, 2016). First, Lybaert (2014) employed a 

sample of 140 private firms in Belgium and using logistic regression tested hypotheses that 

higher proportion of family members on the board of directors or in management team of the 

family firm result in lower propensity to disclose CSR information. Her analysis supported the 

hypothesis, providing evidence for the idea that higher family involvement in the business 

results in lower CSR disclosure (ibid.).  

 

Second, Cuadrado-Ballesteros, Rodriguez-Ariza and Garcia-Sanchez (2015) studied the effect 

of director independence on CSR disclosures using data on international sample of listed 

companies for the period of 2003-2009. The authors employed a sample composed of 575 non-

financial listed firms from 13 countries, which enabled them to create a panel dataset of 3086 

observations (ibid.). Using a GMM estimator, the authors found that in general independence 

of directors has a positive effect on CSR disclosures (ibid.). However, independent directors in 

family firms were more likely to decrease CSR disclosures, suggesting that independent 

directors may prefer to protect financial interests of family owners rather than increase 

transparency (ibid.). 

 

Third, Gavana, Gottardo and Moisello (2016) investigated the effect of family control, 

influence, and identification on sustainability reporting practices of family firms. They 

employed an unbalanced panel of 230 non-financial listed Italian firms for the period 2004-

2013 and constructed their own index of sustainability disclosure (ibid.). The authors 

determined that the effect of family ownership on sustainability disclosures is subject to how 

the family exercises control over the business (ibid.). If the founder is a member of the board 

of directors or if the CEO is a family member, the firm tends to make more sustainability 

disclosures (ibid.). Thus, direct family influence has a positive effect on sustainability reporting 

(ibid.). In contrast, indirect influence of the family on the business, when family member is not 

present on the board, the level of family ownership has a negative effect on disclosure (ibid.). 
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2.5 Hypotheses development 

Stakeholders have different powers to influence companies (Deegan, 2002), and long-run 

survival of companies is subject to support obtained from all stakeholders (Van der Laan Smith, 

Adhikari & Tondkar, 2005). Sustainability reporting is a company’s means of communication 

with stakeholders to inform them about good corporate practices (Gavana, Gottardo & 

Moisello, 2016). Thus, social disclosures help companies to maintain good relationships with 

a broad range of constituents.  

 

Stakeholder salience in family firms is different because claims of family members are 

prioritized over claims of other vital stakeholders (Mitchell et al., 2011). Family firms pursue 

non-financial objectives that, in some instances, can receive higher priority over financial 

considerations (Gomez-Mejia et al., 2007). Hence, reference point of family owners is 

preservation of SEW, and family owners evaluate strategic choices and policy decisions against 

their effect on SEW (Berrone, Cruz & Gomez-Mejia, 2012).  

 

Family firms are highly concerned about their stakeholders who help them enhance and 

preserve SEW. First, family members identify with the business closely, and internal and 

external stakeholders perceive the firm as an extension of the family itself (Berrone, Cruz & 

Gomez-Mejia, 2012). Due to close alignment of the family’s reputation with the firm’s 

reputation, family firms tend to be more sensitive to the expectations of stakeholders and more 

motivated to protect reputation of the firm (Iyer & Lulseged, 2013). Empirical evidence 

suggests that family firms are more socially responsible and attempt to maintain positive family 

image and reputation (Dyer & Whetten, 2006). Otherwise, events that damage the reputation 

of the family firm result in SEW losses for family owners.  

 

Second, family firms develop binding ties with their stakeholders (Berrone, Cruz & Gomez-

Mejia, 2012). Empirical evidence suggests that family firms tend to build strong relationships 

with both internal and external stakeholders (Miller et al., 2009), allowing them to enhance 

their SEW. These binding social ties with stakeholders give family members relevant emotional 

and reputational return (Gavana, Gottardo & Moisello, 2016).  

 

Third, family firms have long-term orientation because the business is usually transferred to 

future generations (Gomez-Mejia et al., 2007; Chua, Chrisman & Sharma, 1999). These firms 
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‘will renew the family bond and provide socioemotional wealth to the future generations 

through dynastic succession’ (Gavana, Gottardo & Moisello, 2016, p. 12). Because of this 

transgenerational perspective, family firms are keen on preserving socioemotional 

endowments, including positive image, good reputation and beneficial relationships with 

external and internal stakeholders (Cennamo et al., 2012). In sum, these arguments imply that 

family firms are greatly concerned about the welfare of internal and external stakeholders to 

enhance and protect family SEW. Hence, these firms are highly likely to disclose their socially 

and environmentally responsible behavior in a broad range of areas and therefore provide more 

comprehensive sustainability reports. 

 

Extant literature provides mixed predictions about the impact of family status on disclosure 

behavior. One strand of literature, following agency-based view, supports the idea that family 

owners, by their direct involvement in the firm, have better access to information about 

performance of the company, limiting incentives for making voluntary public disclosures 

(Vural, 2018). Furthermore, close long-term ties between family firm and external stakeholders 

result in less need for voluntary disclosure because these stakeholders can obtain necessary 

information through other channels (ibid.). Other stream of literature, in line with our 

theoretical arguments, predicts that family firms are more concerned about their stakeholders 

to protect family SEW (Gavana, Gottardo & Moisello, 2016), which should make family firms 

more transparent about their sustainability performance. 

 

Empirical findings in relation to sustainability reporting behavior of family firms also provide 

mixed conclusions. A number of studies document a negative effect of family status on CSR 

disclosure practices (Nekhili et al., 2017; Cabeza-Garcia, Sacristan-Navarro and Gomez-

Anson, 2017; Lybaert, 2014). A limited number of studies find a positive association between 

family status and sustainability disclosure practices (Campopiano and De Massis, 2015). One 

study documents no discernible association between family status and sustainability reporting 

behavior (Iyer & Lulseged, 2013). 

 

Unlike agency-based view, SEW approach takes into account emotional aspects and 

collaborative behaviors of family firms (Berrone, Cruz & Gomez-Mejia, 2012). Therefore, we 

favor SEW perspective and test whether family control and influence, the main dimension of 

SEW, has a positive effect on the extent of sustainability disclosures of Swedish listed firms. 
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Taking into account the presence of long-term controlling owners in Swedish firms and 

prevalence of control enhancing mechanisms, family owners may exert a significant influence 

on corporate reporting behavior. We take our family firm definition, treating family firms as a 

homogenous group, and hypothesize that: 

 

H1: Family control and influence has a positive effect on the level of details of 

sustainability reports. 

 

Even though in our first hypothesis we treat family firms as a homogenous group, these firms, 

in reality, have different internal contexts (Iyer & Lulseged, 2013). The degree of ownership 

by family members, involvement of family members in direct management and presence of 

family members on boards is different across family firms. In line with the construct of the first 

dimension of SEW, ‘family control and influence’, the control and influence of family 

members on the business can be exerted directly or more subtly (Berrone, Cruz & Gomez-

Mejia, 2012). Some family owners appoint family members as CEOs, board members, or top 

managers, exerting direct influence on the business, whereas other family owners exert their 

influence indirectly by appointing non-family CEOs or other top managers.  

 

Empirical evidence suggests a positive effect of direct family involvement in the business on 

sustainability disclosures. Gavana, Gottardo and Moisello (2016) find that family ownership 

has a positive effect on sustainability disclosure when it is associated with direct influence of 

family on the business in terms of founder’s presence on the board or presence of a family 

CEO.  Campopiano and De Massis (2015), who study only family firms where family members 

are present in top management, document that family firms in their sample issue a greater 

variety of CSR reports. 

 

It is highly likely that direct involvement of family members in the business intensifies the 

sense of identification between the family and the firm (Gavana, Gottardo and Moisello, 2016). 

This increases the need for family members to protect reputation of the firm so that it does not 

damage reputation of the family and thus harm SEW. Moreover, family members directly 

involved in the business have more influence on corporate decisions, and they have higher 

personal investment in the business (ibid.). Thus, we anticipate that family firms with family 

members in management are more likely to issue more detailed sustainability reports to show 
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their concern about a broad range of stakeholders. Following these arguments and capturing 

heterogeneity among family firms, we state our additional hypotheses as follows: 

 

H2a: Family firms with a family member(s) in top management tend to issue more 

comprehensive sustainability reports. 

 

H2b: Family firms with a family CEO tend to issue more comprehensive sustainability 

reports. 
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3. Methodology 

This section includes six subsections, discussing research strategy and research design, our 

definition of family firms, sampling, data collection, the empirical model and variables, and 

reflections on chosen research strategy and research design. 

3.1 Research strategy and research design 

In this study, we investigate systematic differences in sustainability reporting behavior of 

Swedish family and non-family firms. Therefore, we include a number of Swedish listed 

companies. Due to the nature of study, we compare reporting behavior of two groups of 

companies: family firms and non-family firms. Based on theoretical discussion, we expect that 

sustainability reporting behavior of the two groups will have systematic differences. 

 

We use quantitative research strategy in form of a panel data analysis in line with previous 

research on this topic in different geographical settings (Gavana, Gottardo & Moisello). 

Quantitative research strategy implies that deductive approach is preferred to answer the 

research question (Bryman & Bell, 2011). Specifically, based on previous research and theories 

applicable to our research topic, we deduce hypothesis about disclosure behavior of companies 

and test them with our empirical model. Our epistemological position is positivism, which 

implies that social world can be studied using research methods of the natural sciences and that 

purpose of research is to test theories and to come up with material to develop laws (ibid.). Our 

ontological position is objectivism, meaning that organizations can be considered as objective 

entities whose existence is independent of social actors (ibid.). 

 

We chose longitudinal research design, in particular, panel study, due to its multiple 

advantages for answering our research question. First, panel study allows increasing number 

of observations from combining time series and cross-sectional data, providing us greater 

capacity to capture differences in reporting behavior of firms (Hsiao, 2007). Second, panel 

study will allow us to understand causal influences between our dependent and independent 

variables over time (Bryman & Bell, 2011). Third, this method will result in more reliable 

estimates of model parameters due to time-series and cross-sectional dimensions of 

observations (Hsiao, 2007). 
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3.2 Definition of family firms 

In order to define family firms, we focus on control and different forms of involvement of 

founding families in businesses in accordance with previous research (Iyer & Lulseged, 2013; 

Hamberg, Fagerland & Nilsen, 2013; Vural, 2018). Also, when differentiating between family 

and non-family firms, we take into account the unique class A and B share types in Sweden 

and concentrate on voting rights rather than on cash flow rights. Thus, in our study, a firm is 

classified as a family firm if the founder or a member of her/his family: 

1. owns at least 20% of the voting rights, and/or 

2. is on the board, and/or 

3. holds top management positions. 

3.3 Sampling 

This study focuses on Swedish firms listed on Nasdaq OMX Stockholm stock exchange during 

the years 2008-2015, which are included in GRI’s database. We chose Swedish companies 

because Swedish society attaches great value to sustainability and Swedish companies have 

long history of family firm ownership. We focus on listed companies partly because the 

majority of Swedish companies in the GRI’s Sustainability Disclosure Database are listed. 

Additional reasons for choosing listed firms are availability of data on these companies as well 

as traditions of previous studies about disclosure behavior of family firms.  

 

We select listed companies that have application levels for their reports in the GRI’s database 

over the period of 2008-2015. We chose this period for a number of reasons. First, in the 

selected years, majority of companies included in this study followed the aforementioned GRI 

guideline G3, which increases the comparability of issued sustainability reports. Second, using 

assigned application levels for each sustainability report allows us to obtain reliable and 

comparable information about the level of details of sustainability reports. Third, we find this 

study period suitable because it covers time when disclosure of non-financial information for 

majority of companies in the database was voluntary. 

 

The total sample of companies was 68 (304 firm-year observations). After checking for the 

availability of data and eliminating companies that lacked data on some variables, the final 

sample includes 55 companies (271 firm-year observations). This final sample also includes 6 
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companies that have the Swedish state as one major shareholder. We decided to estimate our 

model with two samples derived from the final sample. The first and main sample (Sample A), 

is the same as the final sample, and we retain companies that have state as a major shareholder 

since they are classified as listed companies. Even though these companies were mandated to 

issue sustainability reports in the period of study, the application levels of reports were a 

voluntary choice of these companies since the law provided discretion about level of details in 

the reports. We removed these companies in the second sample (Sample B), which provided 

us with a sample of 49 companies (236 firm-year observations) that voluntarily issued 

sustainability reports. The second sample will allow us to check for robustness of our results 

from the first, main, sample. 

 

The following table provides a summary of our final sample: 

Table 1 – Final sample 

 

As shown in Table 1 above, 20 firms (92 firm-year observations) are defined as family firms 

according to our definition. All of these 20 family firms have at least one family member on 

the board. Among these 20 firms, 14 firms have at least one member of the family in the top 

management, while 5 firms have a family CEO. As it was the case in previous research (e.g. 

Vural, 2018; Iyer & Lulseged, 2013), we show industry affiliation of the companies in the 

sample. The largest industry sector in the studied sample is manufacturing with 26 of the firms 

out of total 55. Manufacturing firms account for more than half of the firm-year observations. 

The second highly represented industry is services with 21 firms out of 55. Relatively small 

number of companies represent chemical and mining and financial industries. 

 

Firms
Firm-year 

observations
Total sample 55 271

Ownership

Family 20 92

Board 20 92

Top managment 14 51

CEO 5 20

Non-Family 35 179

Industry

Chemical & Mining 3 14

Services 21 91

Manufacturing 26 140
Financial 5 26
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3.4 Data collection 

Financial, accounting, and ownership data is hand-collected from annual reports, corporate 

websites as well as external websites. Data is hand-collected as it offered the most suitable way 

to collect the relevant data for this study. Data on sustainability reports is obtained from GRI’s 

Sustainability Disclosure Database, which provides comprehensive information about 

sustainability reports issued globally from 1999 until present. Observations are limited to 

companies whose reports were assigned an application level according to GRI’s third 

generation reporting guidelines, G3. Applications levels (A, B, or C) reflect the amount of 

information disclosed in the reports. These levels can also come with a “+”, which indicates 

that the reports were externally assured. The application levels provided in the GRI’s database 

help this study increase quality and objectivity of the dependent variable reflecting level of 

details of sustainability reports.  This database has also been used in other studies (e.g. Iyer & 

Lulseged, 2013; Legendre & Coderre, 2013), which increases comparability between studies 

in different settings as well as validity of the dependent variable. 

3.5 The empirical model 

This section describes our empirical model. 

3.5.1 The dependent variable 

The ordinal dependent variable GRILEVEL is the application level of GRI reports provided in 

Sustainability Disclosure Database. The application levels A+, A, B+, B, C+ and C are 

incorporated into the model as numbers 6, 5, 4, 3, 2 and 1 respectively, which is line with 

Legendre and Coderre (2013). Reports that qualify for level C should encompass at least ten 

social, economic, and environmental performance indicators and some aspects of the GRI 

required profile disclosures, while reports that qualify for level B should encompass all the GRI 

required profile disclosures, information about management approach, and at least twenty 

indicators related to economic, environment, human rights, labor, society, product 

responsibility performance (Iyer and Lulseged, 2013). Level A reports should include all 

information required for level B reports as well as mention each core and supplement indicator 

following materiality principle by either reporting on the indicator or justifying its omission 

(ibid.). The plus “+” sign next to the application levels indicates that these reports were 

externally assured (Simmons, Crittenden & Schlegelmilch, 2018). 
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3.5.2 The model 

Since our dependent variable GRILEVEL is an ordinal variable, we employed estimation 

technique for a panel model with an ordinal dependent variable. GRILEVEL takes only 

observable integer values from 1 to 6. This variable is actually a function of an unobservable 

variable GRILEVEL*, a continuous latent variable (Cabeza-Garcia, Sacristan-Navarro & 

Gomez-Anson, 2017). GRILEVEL* represents the exact level of disclosures of reports and 

helps to determine which value GRILEVEL takes from 1 to 6. Being a continuous variable, 

GRILEVEL* has certain threshold points, and a given score of GRILEVEL depends on 

threshold interval its corresponding GRILEVEL* value falls into, as follows: 

 

GRILEVEL = 1 if GRILEVEL* ≤ cut1 

GRILEVEL = 2 if cut1 < GRILEVEL* ≤ cut2 

GRILEVEL = 3 if cut2 < GRILEVEL* ≤ cut3 

GRILEVEL = 4 if cut3 < GRILEVEL* ≤ cut4 

GRILEVEL = 5 if cut4 < GRILEVEL* ≤ cut5 

GRILEVEL = 6 if cut5 < GRILEVEL* 

 

The panel model with an ordinal dependent variable is estimated by maximum likelihood. 

Using Stata14, we estimate the following random-effects ordered probit regression for panel 

data: 

 

𝑮𝑹𝑰𝑳𝑬𝑽𝑬𝑳𝒊,𝒕 = 𝜷𝟎 + 𝜷𝟏𝑭𝑨𝑴𝑰𝑳𝒀𝒊,𝒕 + 𝜷𝟐𝑳𝑬𝑽𝑬𝑹𝑨𝑮𝑬𝒊,𝒕 + 𝜷𝟑𝑺𝑰𝒁𝑬𝒊,𝒕 + 𝜷𝟒𝑹𝑶𝑨𝒊,𝒕 + ∑ 𝜷𝒌𝑰𝑵𝑫𝑼𝑺𝑻𝑹𝒀𝒊,𝒕

𝟖

𝒌=𝟓
+ ∑ 𝜷𝒕𝒀𝑬𝑨𝑹𝒊

𝟏𝟔

𝒕=𝟗
+ 𝜸𝒊 + 𝜺𝒊,𝒕 

 

where, i indicates the company, t denotes time, ∑ 𝜷𝒌𝑰𝑵𝑫𝑼𝑺𝑻𝑹𝒀𝒊,𝒕
𝟖
𝒌=𝟓  represent industry dummies, 

∑ 𝜷𝒕𝒀𝑬𝑨𝑹𝒊
𝟏𝟔
𝒕=𝟗  represent year dummies, 𝜸𝒊 captures unobserved heterogeneity among firms, and 𝜺𝒊,𝒕 is 

classic disturbance term. 

 

Our dummies are family variables (FAMILY, TOPMAN, and CEO), industry variables (CHEM-

MIN, SERVICES, MANUFACT and FINANCIAL) and year dummies for the period of 2008-

2015. Our continuous variables are LEVERAGE, SIZE, and ROA. LEVERAGE and ROA are in 

percentages, while SIZE is in logarithmic values. LEVERAGE, SIZE, and ROA control for firm 

level characteristics, while CHEM-MIN, SERVICES, MANUFACT and FINANCIAL control for 

industry effects. Year dummies control for annual fixed effects. In order to understand the 
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relationship between sustainability reporting and family firm status in panel data, we need to 

control for firm-specific characteristics as well as industry and year fixed effects. 

3.5.3 Family variables 

The main explanatory variable for hypothesis H1, FAMILY, is a dummy variable that takes 

value 1 for family firms and 0 for non-family firms. This variable captures the effect of family 

control and influence in terms of voting rights and/or family’s presence on the board and in top 

management on sustainability disclosure behavior. The data on ownership and corporate 

governance is hand-collected from annual reports. We expect a positive effect of family status 

on the levels of sustainability disclosures, which is motivated by our theoretical reasoning. 

 

The variable FAMILY is replaced by other main explanatory variables TOPMAN and CEO in 

order to test the hypotheses H2a and H2b, respectively. TOPMAN is a dummy variable that 

takes value 1 if a family member(s) holds a top management position, including the role of the 

CEO, vice-CEO, board chairman or vice-chairman, CFO, COO, or chairman of audit 

committee, and 0 otherwise. CEO is a dummy variable that takes value 1 if a family member 

is the CEO and 0 otherwise. Both explanatory variables are tested following previous studies 

documenting positive association between family involvement in active management and 

sustainability reporting (Gavana, Gottardo and Moisello, 2016; Campopiano and De Massis, 

2015), and we expect to find positive effect of these variables on the extent of sustainability 

reporting. 

3.5.4 Control variables 

Since firms with lower level of leverage experience less pressure from creditors, they may find 

it easier to obtain funds for financing voluntary disclosures (Brammer & Pavelin, 2006). The 

variable LEVERAGE is used to capture the availability of financial resources to fund 

environmental disclosures, and it is calculated as the ratio of total liabilities to total assets. It is 

empirically established that family firms tend to have lower leverage (Wang, 2006). Brammer 

and Pavelin (2006) document that companies with higher leverage are less likely to make 

voluntary environmental disclosures.  

 

SIZE captures the potential positive effect of company’s size on the level of sustainability 

disclosures, and it is proxied by log value of sales at the start of the period (Iyer & Lulseged, 
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2013). Larger firms are more concerned about their image and reputation and have higher 

visibility, which makes them susceptible to political pressures (ibid.); therefore, they are more 

prone to disclose their sustainability performance to enhance their reputation and avoid 

political interference (Brammer & Pavelin, 2006). A number of studies find positive 

association between company size and quality of voluntary disclosures (Brammer & Pavelin, 

2006; Iyer & Lulseged, 2013; Gavana, Gottardo & Moisello, 2016). Thus, we anticipate a 

positive effect of company’s size on the levels of sustainability reports. 

 

Furthermore, profitability of firms can affect voluntary disclosure (Iyer & Lulseged, 2013), and 

family firms have been found to have better financial performance than non-family firms 

(Anderson & Reeb, 2003). Taking into account the higher propensity of profitable firms to 

engage in voluntary sustainability reporting (Bewley & Li, 2000), variable ROA is introduced, 

calculated as the ratio of income before interest and taxes to total assets at the beginning of the 

period (Iyer & Lulseged, 2013). We expect a positive effect of ROA on the extent of 

sustainability reporting. 

 

Following Iyer and Lulseged (2013) and taking into account the differences in sustainability 

reporting across industries, INDUSTRY variable is included in the estimation via four dummy 

variables. CHEM-MIN is set to 1 if a company belongs to chemical or mining industries and 0 

otherwise. SERVICES equals to 1 for companies in the services industry and 0 otherwise. 

MANUFACT is set to 1 if a company belongs to manufacturing industry and 0 otherwise. 

FINANCIAL equals to 1 for companies in the banking and insurance industries and 0 otherwise. 

3.6 Reflections on research strategy and research design 

In the following section, we will reflect on our chosen research strategy and design. 

3.6.1 Reliability 

Reliability is related to consistent measurement of concepts in research (Bryman & Bell, 2011). 

According to Bryman and Bell (2011), reliability is comprised of three factors: stability, 

internal reliability, and inter-observer consistency. In order to have stability, a measure must 

be stable over time (ibid.). Taking into account that our continuous variables are derived from 

financial figures (LEVERAGE, SIZE, and ROA) and dummy variables are derived from factual 

information (family and industry dummies), we can be confident that they are stable constructs 
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over time. Internal reliability refers to consistency of indicators making up scale or index 

(ibid.). Our dependent variable indicating application levels (A, B, C) of sustainability reports 

is a scale variable, and we observe that it has internal reliability because application levels are 

set based on transparent and detailed G3 guidelines. Inter-observer consistency refers to 

situations when data collection involves high level of subjective judgment in case more than 

one individual is involved in the process (ibid.). This factor is relevant to our main explanatory 

variables FAMILY, TOPMAN, and CEO as well as to industry dummies. We achieved inter-

observer consistency during data collection on family status of firms by having a clear 

definition of the family firms and following the same procedures in deciding whether a firm is 

family owned or not. We applied the same procedures with variables TOPMAN and CEO as 

well as with industry dummies when deciding on industry affiliation of the companies in the 

sample. 

3.6.2 Measurement validity 

According to Bryman and Bell (2011), measurement ‘validity refers to the issue of whether or 

not an indicator (or set of indicators) that is devised to gauge a concept really measures that 

concept.’ (p. 159). Our model includes a number of constructed variables to measure actual 

concepts, including application levels that are used to reflect level of details of sustainability 

reports and family dummies that is used to distinguish between family and non-family firms. 

Following traditions of quantitative research, we use similar dependent and independent 

variables that were previously constructed and tested by researchers, ensuring validity of our 

variables. 

3.6.3 External validity 

External validity is related to the question whether the findings of a research can be generalized 

beyond the study context (Bryman & Bell, 2011). Since we argue that Sweden offers a unique 

setting with specific attention of Swedish society to sustainability and specific corporate 

ownership mechanisms, we believe that our results should be generalized to other contexts with 

care. 

3.6.4 Replicability 

Replicability refers to the possibility of replicating a study for various reasons, such as checking 

original results in the face of other evidence (Bryman & Bell, 2011). Provided that we have 
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spelled out all procedures in our study and described all variables we used to measure concepts 

in the study, we believe that our study is highly replicable. 
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4. Empirical Results 

The following section provides our empirical results, mainly using tabulated information. 

4.1 Descriptive statistics 

The table below provides descriptive statistics on the variables used in this study. 

Table 2 – Summary statistics 

 
* % of cases where dummy variable equals to 1 

As it is clear from Table 2 above, our continuous variables LEVERAGE, SIZE, and ROA have 

low standard deviations, indicating that these variables are dispersed close to the mean. It is 

also clear that there are no outliers among these variables. Thus, having these continuous 

variables, we did not face a need to winsorize them. In our sample, 34 % of firm-year 

observations are applicable to family firms, and samples in previous studies have similar 

proportion of observations on family firms (Iyer & Lulseged, 2013). 

 

Table 3 below shows frequency and proportions of the application levels of the reports in the 

studied sample. 

Table 3 – Frequency table for application levels 

 
 

The biggest proportion (140 = 113 + 27) of the reports in the sample qualified for the lowest 

application level C. Only 44 reports out of total 271 qualified for level A, and 87 reports out of 

Variable Mean Std. Dev Min Max Percentage*

family 0,34 0,47 0 1 34

topman 0,19 0,39 0 1 19

ceo 0,07 0,25 0 1 7

leverage 0,59 0,19 0,12 1,14

size 4,23 0,70 2,42 5,49

roa 0,10 0,12 -0,12 1,03

chem-min 0,05 0,22 0 1 5

services 0,34 0,47 0 1 34

manufact 0,52 0,50 0 1 52

financial 0,10 0,30 0 1 10

GRI LEVEL Frequency Percent Cumulative %

C 113 42 42

C+ 27 10 52

B 44 16 68

B+ 43 16 84

A 9 3 87

A+ 35 13 100

Total 271 100
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the total qualified for level B. While only 19 % of the reports with application level C were 

externally checked, almost 80 % of the reports with application level A were externally assured. 

Almost half of the reports with application level B were assured by a third party.  

4.2 Correlation analysis 

Table 4 below presents correlation coefficients between all variables in this study. 

Table 4 – Correlation table 

 
 

As shown in the table, there is a moderate positive correlation between the dependent variable 

GRILEVEL and control variable SIZE. It is clear that larger companies tend to prepare reports 

qualifying for higher application levels. Table also shows a weak positive correlation between 

GRILEVEL and the industry dummy MANUFACT. Also, it can be concluded from the table 

that family firms are more likely to be smaller in size and represent services industry. 

4.3 Regression results 

Having panel data with ordinal dependent variable, we had a choice between pooled ordered 

regression and random-effects ordered regression.  

Table 5 – Likelihood ratio test 

 
In order to choose between the models, we conducted a likelihood-ratio test, which revealed 

that random-effects regression is preferred because there is high heterogeneity among the 

companies. Table 5 above presents results of the likelihood-ratio tests for all models, and 

significant results indicate that random-effects model is preferred over the pooled model. It 

variables grilevel family ceo topman leverage size roa chemmin services manufact financial

grilevel 1,00

family -0,04 1,00

ceo -0,02 0,37 1,00

topman 0,05 0,67 0,55 1,00

leverage -0,04 -0,12 -0,21 -0,07 1,00

size 0,42 -0,23 -0,18 -0,09 0,26 1,00

roa -0,01 0,07 0,27 0,10 -0,30 -0,01 1,00

chemmin 0,05 -0,17 -0,06 -0,11 -0,25 0,02 0,11 1,00

services -0,24 0,38 0,31 0,22 -0,24 -0,38 0,24 -0,17 1,00

manufact 0,26 -0,23 -0,22 -0,16 -0,01 0,26 -0,12 -0,24 -0,74 1,00

financial -0,10 -0,10 -0,09 0,00 0,58 0,16 -0,26 -0,08 -0,23 -0,34 1,00

Hypothesis Sample Family v-ble Chi^2 P-value

H1 Panel A family 263,96 0,000

H1 Panel B family 221,72 0,000

H2a Panel A topman 263,72 0,000

H2a Panel B topman 221,15 0,000

H2b Panel A ceo 267,62 0,000

H2b Panel B ceo 228,50 0,000
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should also be noted that fixed-effect methods are not commonly used for ordinal panel models. 

We also chose cluster robust standard errors to control for potential heteroskedasticity and 

autocorrelation issues in our panel data.  

4.3.1 Hypothesis H1 

Our hypothesis H1 states that family control and influence has a positive effect on the level of 

details of sustainability reports. Table 6 below presents the results of the regression analyses to 

test this hypothesis (see Appendix Table A1 and Table A2 for regression output in Stata14). 

Table 6 – Regression results for hypothesis H1 

 
As we discussed above, we have two samples: Sample A and Sample B. Results for both 

samples are statistically significant with high Wald chi-squared values, meaning that variables 

in the model have a significant effect on the level of reports. As it is clear from the table, the 

main explanatory variable FAMILY is statistically insignificant in both regressions. Family 

status of a firm does not increase the probability that its report will qualify for a higher 

Dependent variable: 

GRI level

Variables Coefficient P-value Coefficient P-value

family
1,37

(0,99)
0,321

2,26

(1,39)
0,164

leverage
-0,36

(-0,39)
0,698

-0,55

(-0,62)
0,536

size
  1,70**

(2,15)
0,031

  1,89**

(2,00)
0,046

roa
-0,06

(-0,03)
0,973

-0,83

(-0,26)
0,793

Industry dummies

Year dummies

Wald chi-squared    55,08*** 0,000    60,65*** 0,000

Log pseudolikelihood

/cut1
  8,12**

(1,99)
0,046

 9,33*

(1,86)
0,062

/cut2
  9,02**

(2,18)
0,029

 9,89*

(1,95)
0,052

/cut3
  10,52**

(2,47)
0,014

  11,73**

(2,23)
0,026

/cut4
   12,80***

(2,84)
0,005

  13,95**

(2,50)
0,012

/cut5
   13,49***

(2,93)
0,003

   14,63***

(2,57)
0,010

yes

yes

-199,60

Notes: 

The model is estimated as random-ef f ects ordered probit regression using Stata14. Sample A includes 271 observ ations on 55 

companies, and Sample B includes 236 observ ations on 49 companies. The dependent v ariable GRI lev el is an ordered nominal v ariable 

taking v alue f rom 1 to 6. The main explanatory  v ariable FAMILY is a dummy  v ariable that takes v alue 1 f or f amily  f irms and 0 f or non-

f amily  f irms. LEVERAGE is calculated as the ratio of  total liabilities to total assets. SIZE is log v alue of  sales at the start of  the period. 

ROA is calculated as the ratio of  income bef ore interest and taxes to total assets at the beginning of  the period. The industry  dummies 

represent f our dummy  v ariables taking v alue 1 if  a company  is related to chemical/mining, serv ices, manuf acturing, or f inancial 

industries and 0 otherwise. The y ear dummies account f or annual ef f ect. Z-v alues in parentheses; * p < 0.10, ** p < 0.05, *** p < 0.01.

Sample A Sample B

-250,86

yes

yes
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application level. In other words, family firms are not likely to issue reports with higher level 

of details, and these findings do not support our hypothesis H1. The control variable SIZE has 

a significant positive effect on application levels at the 0.05 level of significance in both 

regressions. Both industry and year dummies are jointly statistically significant in both 

regressions according to the respective Wald test results (see Table A7 and Table A8 in the 

Appendix). Variance Inflation Factor (VIF) tables (see Appendix tables A1 and A2) show that 

multicollinearity is not a problem in our model. 

4.3.2 Hypotheses H2a/b 

Table 7 – Regression results for hypothesis H2a 

 
 

Our second series of hypotheses state that a family member(s) in the top management or in a 

CEO position have a positive effect on the level of details of sustainability reports. Table 7 

above shows the results of the regression analyses to test H2a, and the main explanatory 

Dependent variable: 

GRI level

Variables Coefficient P-value Coefficient P-value

topman
  1,01**

(2,23)
0,026

  1,05**

(2,12)
0,034

leverage
-0,43

(-0,48)
0,633

-0,63

(-0,73)
0,466

size
  1,64**

(2,09)
0,036

 1,82*

(1,92)
0,055

roa
0,16

(0,10)
0,921

0,22

(0,07)
0,946

Industry dummies

Year dummies

Wald chi-squared    58,66*** 0,000    57,59*** 0,000

Log pseudolikelihood

/cut1
 7,75*

(1,91)
0,056

 8,78*

(1,67)
0,095

/cut2
  8,66**

(2,11)
0,035

 9,35*

(1,76)
0,079

/cut3
   10,15**

(2,41)
0,016

  11,17**

(2,04)
0,041

/cut4
   12,42***

(2,79)
0,005

  13,35**

(2,31)
0,021

/cut5
   13,12***

(2,89)
0,004

  14,03**

(2,39)
0,017

-250,31 -199,70

Notes: 

The model is estimated as random-ef f ects ordered probit regression using Stata14. Sample A includes 271 observ ations on 55 

companies, and Sample B includes 236 observ ations on 49 companies. The dependent v ariable GRI lev el is an ordered nominal v ariable 

taking v alue f rom 1 to 6. The main explanatory  v ariable TOPMAN is a dummy  v ariable that takes v alue 1 if  a f amily  member holds top 

management position and 0 otherwise. LEVERAGE is calculated as the ratio of  total liabilities to total assets. SIZE is log v alue of  sales 

at the start of  the period. ROA is calculated as the ratio of  income bef ore interest and taxes to total assets at the beginning of  the 

period. The industry  dummies represent f our dummy  v ariables taking v alue 1 if  a company  is related to chemical/mining, serv ices, 

manuf acturing, or f inancial industries and 0 otherwise. The y ear dummies account f or annual ef f ect. 

Z-v alues in parentheses; * p < 0.10, ** p < 0.05, *** p < 0.01.

Sample A Sample B

yes yes

yes yes
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variable TOPMAN reflects presence of a family member(s) in the top management (see 

Appendix Table A3 and Table A4 for regression output in Stata14). For both samples, the 

variables in the model have a significant effect on the dependent variable as indicated by high 

Wald chi-squared values. We find that the variable of interest TOPMAN is positive and 

statistically significant in both regressions at the 0.05 level of significance, meaning that 

presence of a family member(s) in top management increases the likelihood of having more 

comprehensive sustainability reports. Thus, we find statistically significant support for our 

hypothesis H2a using both samples A and B. The variable SIZE is statistically significant at the 

0.05 and 0.10 level of significance in Sample A and Sample B, respectively. Industry and year 

dummies are jointly statistically significant in both regressions as evident from the Wald test 

results (see Table A9 and A10 in the Appendix). VIF tables (see Appendix tables A3 and A4), 

show that multicollinearity is not a problem in our dataset. 

Table 8 – Regression results for hypothesis H2b 

 
 

Dependent variable: 

GRI level

Variables Coefficient P-value Coefficient P-value

ceo
 3,12*

(1,73)
0,084

 3,82*

(1,86)
0,063

leverage
-0,28

(-0,30)
0,766

-0,47

(-0,51)
0,607

size
  1,82**

(2,37)
0,018

  2,07**

(2,22)
0,026

roa
-0,28

(-0,16)
0,871

-1,49

(-0,45)
0,651

Industry dummies

Year dummies

Wald chi-squared    54,08*** 0,000    58,38*** 0,000

Log pseudolikelihood

/cut1
  8,44**

(2,19)
0,028

 9,67*

(1,90)
0,057

/cut2
  9,34**

(2,39)
0,017

  10,24**

(1,98)
0,047

/cut3
   10,84***

(2,70)
0,007

  12,08**

(2,27)
0,023

/cut4
   13,13***

(3,09)
0,002

  14,31**

(2,54)
0,011

/cut5
   13,82***

(3,17)
0,002

   14,99***

(2,61)
0,009

-250,15 -199,29

Notes: 

The model is estimated as random-ef f ects ordered probit regression using Stata14. Sample A includes 271 observ ations on 55 

companies, and Sample B includes 236 observ ations on 49 companies. The dependent v ariable GRI lev el is an ordered nominal v ariable 

taking v alue f rom 1 to 6. The main explanatory  v ariable CEO is a dummy  v ariable that takes v alue 1 if  a f amily  member is a CEO and 

0 otherwise. LEVERAGE is calculated as the ratio of  total liabilities to total assets. SIZE is log v alue of  sales at the start of  the period. 

ROA is calculated as the ratio of  income bef ore interest and taxes to total assets at the beginning of  the period. The industry  dummies 

represent f our dummy  v ariables taking v alue 1 if  a company  is related to chemical/mining, serv ices, manuf acturing, or f inancial 

industries and 0 otherwise. The y ear dummies account f or annual ef f ect. Z-v alues in parentheses; * p < 0.10, ** p < 0.05, *** p < 0.01.

Sample A Sample B

yes yes

yes yes
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Table 8 above presents the regression results to test our last hypothesis, H2b, predicting a 

positive effect of a family CEO on the level of details of sustainability reports (see Appendix 

Table A5 and Table A6 for regression output in Stata14). For both samples, the model is 

statistically significant and variables jointly have a significant effect on the dependent variable 

as indicated by high Wald chi-squared values. We find that the variable of interest CEO is 

positive and statistically significant at the 0.10 level of significance in both regressions. This 

means that presence of a family CEO increases the likelihood that company will prepare 

sustainability reports of a higher application level. The impact of the control variable SIZE is 

significant in both regressions as was the case with the previous results. Both industry and year 

dummies are jointly statistically significant in both regressions according to results of Wald 

tests (see Table A11 and Table A12 in the Appendix). VIF tables (see Appendix tables A5 and 

A6) show that there is no high multicollinearity among the variables in the model.  
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5. Discussion 

Treating family firms as a homogenous group, we propose and test our first hypothesis 

predicting that family control and influence, the main dimension of SEW, has a positive effect 

on the level of details of sustainability reports. Our empirical findings do not support this 

hypothesis: family owned Swedish listed companies are not likely to prepare sustainability 

reports of higher level of details than their non-family counterparts. Our results for the first 

hypothesis are in line with findings of Iyer and Lulseged (2013). Furthermore, all firms that we 

classified as family firms in accordance with our definition have at least one family member 

on the board. Thus, we can additionally conclude that presence of a family member(s) on the 

board does not make family firms more transparent about their sustainability performance.  

 

According to stakeholder theory, corporate sustainability reporting can serve as means to 

inform stakeholders about good corporate practices (Gavana, Gottardo & Moisello, 2016). 

SEW approach postulates that primary reference point of family principals is preservation of 

SEW, endowments that satisfy these owners’ affective needs (Berrone, Cruz & Gomez-Mejia, 

2012). In family firms, reputation of the family is directly linked to the reputation of the firm 

(Iyer & Lulseged, 2013), and events that damage reputation of the firm lead to family’s SEW 

losses. Therefore, family owners are sensitive to the expectations of stakeholders. Moreover, 

by nurturing close ties with stakeholders, family owners can enhance their SEW (Gavana, 

Gottardo & Moisello, 2016). Furthermore, family firms have intention to provide this SEW to 

the next generations by generational succession (ibid.); therefore, they are concerned about 

maintaining good relationships with stakeholders in the long-run. Based on these arguments, 

we expect that family firms are highly concerned about external and internal stakeholders to 

protect family’s SEW and therefore are more likely to make extensive disclosures about the 

firm’s contributions to sustainability. However, our empirical findings for hypothesis H1 

contradict these theoretical expectations. Family status has no effect on the extent of 

sustainability disclosures of Swedish listed firms. We consider that presence of other major 

shareholders can be an explanation for these findings. Other shareholders may have different 

attitude towards disclosure behavior and may not collude with dominant family owners. In fact, 

Cabeza-Garcia, Sacristan-Navarro and Gomez-Anson (2017) find that presence and identity of 

the second significant shareholder changes sustainability disclosure behavior of family firms. 
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Having found no statistically significant relationship between family status and the extent of 

sustainability disclosures, we take into account internal context of family firms. Our findings 

for the first hypothesis, H1, can be merely explained by heterogeneity among family firms. 

Some authors claim that the extent of family involvement in the business may affect the attitude 

of the firm towards socially and environmentally responsible activities (Gavana, Gottardo & 

Moisello, 2016). In fact, empirical literature offers some evidence about positive effect of direct 

family involvement in the business on sustainability reporting (Gavana, Gottardo and Moisello, 

2016; Campopiano and De Massis, 2015). Thus, in the second series of our hypotheses, we test 

whether a family member(s) in top management or in the CEO position have a positive effect 

on the extent of sustainability reporting. Our empirical results show that presence of a family 

member(s) in top management of a family firm increases probability that its sustainability 

report qualifies for a higher application level. In similar fashion, we find statistically significant 

evidence that having a family CEO increases the probability that a family company will prepare 

a sustainability report of higher application level. We corroborate our findings using two 

samples: the first sample with companies where state is a large shareholder and second sample 

excluding these companies. Our findings are similar with both samples we used in estimation, 

ensuring robustness of our findings. 

 

Thus, a family top manager(s) or a family CEO has a positive influence on the extent of 

sustainability reporting by family firms. Presence of family members in the top management 

intensifies the sense of identification between the family and the firm, and these family 

managers have higher personal investment in the business (Gavana, Gottardo and Moisello, 

2016). When family members are directly involved in the business, they have incentives to be 

more transparent about firm’s contributions in social and environmental areas. Higher 

transparency helps the family owners to protect family’s reputation with stakeholders and 

therefore preserve SEW. Unlike a family member(s) on the board, a family top manager(s) or 

a family CEO may have more power and influence to affect reporting decisions of the firm in 

an attempt to preserve family’s SEW. 
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6. Conclusion 

In this study, we analyzed how family control and influence affects sustainability disclosure 

behavior of Swedish listed firms. Previous empirical findings related to other settings offer 

mixed results about the association of family status with sustainability reporting. According to 

our theoretical arguments, family firms are highly concerned about their internal and external 

stakeholders in order to preserve family’s SEW. This implies that family firms are more likely 

to issue sustainability reports with higher level of details than their non-family counterparts. 

We use panel data on Swedish listed firms for the period of 2008-2015 and employ random-

effects ordered probit regression to test our hypotheses. We do not find statistically significant 

effect of family status on sustainability reporting behavior when we treat family firms as a 

homogenous group. However, when we take into account internal context of family firms, we 

find statistically significant evidence that family firms with a family member(s) in top 

management or a family CEO are highly likely to prepare more comprehensive sustainability 

reports. Direct involvement of family members in the business increases the sense of 

identification between the family and the firm; therefore, family members in top management 

positions, including the CEO role, are more concerned about maintaining positive reputation 

of the firm to protect family’s SEW. These managers are more likely to show their concern for 

stakeholders and ensure that the company is highly transparent about its contributions to 

sustainability and its impact in wide range of areas.  

 

Our results have some practical implications. First, our findings about disclosure behavior of 

family firms with direct involvement of family members in top management can be valuable 

to investors particularly interested in sustainable businesses. Second, family owners can also 

consider our findings useful in their strategic and corporate governance decisions, taking into 

account the growing role of CSR or sustainable initiatives in creating competitive advantage.  

6.1 Limitations 

As it is the case with all empirical studies, our study has some limitations. First, we have a 

relatively limited panel data on Swedish listed companies for the period of 2008-2015. This 

constraint on observations was caused by a number of reasons and choices we had to make. To 

a start, we focus on listed companies following previous studies in different contexts 

(Cuadrado-Ballesteros, Rodriguez-Ariza and Garcia-Sanchez, 2015; Gavana, Gottardo and 
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Moisello, 2016; Cabeza-Garcia, Sacristan-Navarro and Gomez-Anson, 2017), which severely 

limited number of observations. After that, as far as we are informed, GRI Sustainability 

Reporting Disclosure Database may not include information on all reports issued by Swedish 

listed companies. Nevertheless, this database is the most comprehensive global database of 

sustainability reports (Iyer & Lulseged, 2013). Next, our sample only includes companies that 

declared application levels and does not include companies that opted to keep their application 

level undeclared in the GRI’s Sustainability Reporting Disclosure Database. We cover a period 

from 2008 to 2015 when G3 application levels were widely used. Relying on the given 

applications levels as determinants of the extent of disclosures, we did not create our own index 

due to the time constraints we faced. 

 

Second, some companies in our sample did not obtain external assurance for their G3 

application levels; therefore, there is a possibility that application levels are assigned 

incorrectly given the discretion these preparers had over their sustainability reports. This may 

result in an error in the measurement of our dependent variable. Nevertheless, we consider that 

levels of reports are assigned correctly due to clear G3 application level criteria and awareness 

of companies that users and media can easily verify the application levels of the reports (Iyer 

& Lulseged, 2013). 

 

Third, taking into account that we focused on Swedish public companies, our findings cannot 

be generalized to Swedish non-listed companies. Furthermore, our findings may not hold in 

other contexts since we argue that Sweden has unique features. Swedish companies widely use 

control enhancing mechanisms, and Swedish society has a special attitude towards 

sustainability, which has become a part of social norms. 

 

Fourth, even though literature highlights five dimension of SEW (Berrone, Cruz & Gomez-

Mejia, 2012), we tested only the effect of one dimension (family control and influence) on 

sustainability reporting behavior because ownership and management data was available in 

annual reports of companies. It is also possible to construct other family related explanatory 

variables, such as identification of family members with the firm or intention to transfer the 

business to future generations, to study the association between the desire of family owners to 

preserve SEW endowment and sustainability reporting (Gavana, Gottardo & Moisello, 2016). 
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6.2 Future research 

Following from our limitations, a number of interesting possibilities for future research emerge. 

First, future studies may investigate the effect of family status on sustainability reporting 

behavior of Swedish non-listed private companies. We are aware that more Swedish private 

companies are engaging in sustainability reporting since the law mandating non-financial 

reporting for all large companies came into force in 2017. Second, we believe that future studies 

can benefit from constructing disclosure indexes on sustainability reports as in the study by 

Gavana, Gottardo and Moisello (2016). Self-constructed disclosure index will not only provide 

continuous dependent variable unlike the discrete variable based on application levels, but also 

become necessity since application levels were discontinued in G4 guidelines. Furthermore, by 

building a self-constructed index, researchers can also obtain data on number of disclosures in 

particular areas, such as environment, society, or labor practice. This data can help understand 

how companies are attending to informational needs of particular stakeholders. Third, we 

believe that other research methods, such as case studies with qualitative research strategy, can 

be more useful in understanding the relationship between other dimensions of SEW and 

sustainability behavior and disclosure of family firms. Fourth, taking into account limited 

number of studies at international level, we believe that future research can attempt to 

understand the effect of family control and influence on sustainability disclosures using 

international samples.   
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