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INTRODUCTION

At the most basic level, a family enterprise may be
defined as an enterprise which is controlled by members
of a family. However, family enterprises are not homo-
genous. Empirical research has revealed that, among
others, family enterprises vary, regarding the degree of
family involvement in ownership and management
(Astrachan et al., 2002; Aronoff and Ward, 2002;
Sharma, 2004; Westhead and Cowling, 1998; Poutziouris
et al., 1997; Duh et al., 2009). The family is an intimate
room where the core values, culture, as well as ethical
climate of the family, as well as of the broader
environment is shaped (Duh and Belak, 2009). It is also
where the first social relationships are formed, which
differ from relationships with people outside the family
circle. The process of family education and upbringing
form the foundation for the focused expectations of every
single family member upon which the trust and firmness
of family relations are built (Bogod and Leach, 1999). The
family system forms fundamental principles, core values,
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which can be seen as the guidelines in setting the vision,
mission and goals of a family enterprise. Because of the
importance of the family influence on the ethical culture of
a family enterprise system (influenced through the family
core values), it could be possible to observe and value
the level of family influence on the ethical behavior of a
family enterprise as well as the emergence and presence
of the informal and formal institutional measures of
business ethics implementation.

There are many research studies indicating the
importance of formal (Adam and Moore, 2004; Sims and
Keon, 1999; Morris, 1997; Verschoor, 1998; Wu, 2000;
Ye, 2000; Fang, 2006) as well as informal (Murphy, 1995,
1998; Trevino et al., 1990, 1992, 1999, 2000; Laufer and
Robertson, 1997) institutional measures of business
ethics implementation (Belak and Milfelner, 2011). Espe-
cially, high importance is given to the formal measures of
business ethics implementation due to the research
results on correlation between formal measures and
performance (Morris, 1997; Verschoor, 1998; Wu, 2000;
Ye, 2000; Fang, 2006), which revealed that enterprises
with well developed formal measures of business ethics
implementation recorded better performance. Enterprises



that stress ethics have better images and reputation and
yield higher long-term interests. The research showed
that employees’ ethical awareness and decision making
intent are influential on company performance, where in
the absence of ethics, the individuals tend to promote
their self interests at the expense of others in the
enterprise when resources are unevenly distributed.

Since family businesses are characterized by less
formal mode of operating, the possession of less formal
policies, rules and codes, the presence of implicit
assumption of moral and ethical behavior among
members (Adams et al., 1996), and by the existence of
emotional and informal decision making (Mandl, 2008),
we would expect the higher presence of informal
measures of business ethics implementation in family
businesses. Therefore, the main research question
addressed in our research is: whether and to what extent
a family influences the emergence and presence of
informal and formal institutional measures of business
ethics implementation?

We argue that our research is important for at least two
reasons. First, the field of our research (that is business
ethics implementation) is particularly relevant in today’s
difficult economic conditions which are (also) the results
of unethical behavior of many enterprises (that is,
especially their managers and owners). It is important to
emphasize that MER model of integral management
considers business ethics (and with this, enterprise’s
focus “to human”) as one of the enterprise’s key success
factors (Belak and Milfelner, 2011). Second, family
enterprises are important players in world economy
(Mandl, 2008), thereby, contributing to the wealth of the
national and world economy. Even though there is a
growing body of knowledge about family businesses, the
research on family businesses’ ethical behavior is still in
its initial stage. The research, presented and discussed in
this contribution, aims to improve our understanding of
informal and formal measures of business ethics
implementation in family businesses, especially in
comparison to non-family businesses. This argued
importance can be supported also by the Witbooi et al.’s
(2011) opinion that human capital elements of the
entrepreneurs such as family-environment, education,
age, work history, role models and support networks
have been identified to contribute to the business venture
success.

For empirical testing, we selected Slovenia, the EU
member, one of the most developed former European
socialist countries. The findings of our study may have
implications for other cultures with a similar make-up
since there is a common belief that, organizations that
have developed within similar environments usually have
similar cultures and related mindsets with regard to how
they do business (Oney-Yazici et al., 2007). The
importance of such researches in developing countries
can also be supported by Sobhani et al.’s (2011) opinion
that corporate disclosure is being increased in developed
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countries, where on the other hand it is lagging in
developing countries.

In order to explore the complex relationships between
family involvement in the business and the measures of
business ethics implementation, we briefly discuss the
underlying theories and concepts, reviewing and
discussing the existing research on family businesses, as
well as developing hypotheses. From subsequent discus-
sion, we outline the most significant conclusions and
suggest direction for future research.

THEORETICAL BACKGROUND AND HYPOTHESES
DEVELOPMENT

Implementing business ethics ought to be part of a
change in enterprise policies embedded in workplace
routines. In implementing enterprise ethics, Murphy
(1998) distinguishes between formal and informal
organizations. Other academics and acknowledged
researchers, as well as scientists (Trevino et al., 1990,
1992, 1999, 2000; Laufer and Robertson, 1997), have
developed methods for implementing enterprise ethics
and divided them into three categories: the formal
method (or control) that includes training and courses on
the subject of ethics, means of enforcement, conferences
and ethics officers; the informal method that includes an
example, set by the manager and social norms of the
organization; and the personal method which
encompasses controls that lie within the individual rather
than those determined by the organization (that is, the
personal ethical standards of an individual).

According to Thommen (2003), measures of business
ethics implementation can be divided into two groups:
institutional and structural measures. Under the term
“institutional measures”, Thommen (2003) understands
measures and instruments that support enterprise
credibility strategy implementation, such as: code of
ethics, enterprise culture, SA8000, and human resource
measures. In general, he divides institutional measures
into preventive and support measures. The first group of
measures gives all enterprise stakeholders the direction
of behavior: it supports the proper way of functioning, on
one side, and imposes sanctions for improper behavior,
on the other. The purpose of preventive measures is
obviously to prevent non-credible behavior. The second
group of measures, the support measures, helps and
supports the credible behavior. This group of measures
enables the maximum credible functioning of the
enterprise and creates an optimal environment for
obtaining credible functioning.

In accordance with these findings, Morris et al. (2002)
developed the framework of ethical structures, which
originates from core values. In the authors' opinion,
ethical behavior of an enterprise is not possible without
the implementation of ethical core values. Belak’s (2009)
framework of business ethics implementation examines



432 Afr. J. Bus. Manage.

the informal and formal measures of business ethics
implementation, containing Thommen’s (2003) institu-
tional as well as structural measures of business ethics
implementation, measures and instruments as defined by
Morris et al. (2002) and measures as defined by other
relevant literature on business ethics implementation
(Murphy, 1995, 1998; Trevino et al., 1990, 1992, 1999,
2000; Laufer and Robertson, 1997).

In our research framework, we determined ethical core
values that enterprises follow, ethical climate as the
atmosphere needed for ethical behavior, and enterprise
culture that also defines the rules of ethical behavior, as
the sole base and starting point of emergence of formal
as well as informal measures of business ethics
implementation. Based on the Thommen’s (2003) model
of credibility strategy implementation, developmental
framework of ethical structures developed by Morris et al.
(2002) and framework of business ethics implementation
developed by Belak (2009) and some other measures as
defined by other relevant literature on business ethics
implementation (Murphy, 1995, 1998; Trevino et al.,
1990, 1992, 1999, 2000; Laufer and Robertson, 1997),
the theoretical framework of our qualitative research was
made and is discussed further. It also presents the
foundation for the empirical part of our research.

Informal measures of business ethics

implementation

Informal ethical structures are crucial for the emergence
and actualization of formal ethical structures (Morris et
al., 2002). Formal ethical structures cannot emerge if
there is an absence of managerial concern about ethical
problems or sincere ethical communication between
management and employees. Furthermore, employees
need to discuss ethical topics and as a sign of approval
of ethical behavior, such employees should be rewarded.
Typical of informal ethical structures are various stories,
legends and myths about the ethical behavior of
individuals, communicated within a business. Morris et al.
(2002) define informal ethical structures as structures that
affect the atmosphere in a business.

Informal methods play an important role in the
socialization process, in which “other employees” or
people, co-workers, etc., play a major role as sources of,
or references for ways of thinking, feeling, perceiving and
evaluating and as an audience which may be physically
present or absent in any interaction, but towards which
an actor orientates their conduct (Casell et al., 1997).
Mechanisms of informal control may include a social
dimension through which superiors regulate the behavior
of subordinates, or employees regulate the behavior of
their peers through daily interaction in compliance with
the enterprise’s norms or values. Adam and Moore
(2004) argue that informal methods such as the social
norms of the enterprise may reflect the enterprise’s
values and rules of ethics. Enterprise members may be

coerced by other members of the group, peers or
superiors, to conform to the social nhorms. If not, they risk
disapproval, or even rejection. In such a way, the social
group exerts pressure on the individual to conform to the
norms — but only to a limit. Different relationships (for
example, between co-workers, superior versus team,
superiors and subordinates) may develop in the frame of
non-formal meetings such as coffee breaks, lunches,
sport, etc. We can see that informal social norms play a
crucial role in forming the social order in an enterprise
(Adam and Moore, 2004).

Based on the research cognitions discussed earlier in
the text, we argue the importance of the following
informal measures of business ethics implementation:
manager concern/role modeling, candid ethical communi-
cation, ethics as a topic of employee conversation,
reward and penalty system and communication of stories.

Manager concern / role modeling

Managers have a strong impact on the behavior of their
employees. This informal method is labeled as the
example set by the manager, which is part of the
formation of manager-subordinate relationships. The
example set by the manager may be the tool advocated
by the philosophy of the enterprise. “The role model” is
also one of the roles that managers are expected to
perform, since they can set the example for “proper and
desirable behavior” for the employee to imitate.

The importance of a manager’s clear commitment to
ethical values has been subject to much research,
showing that it is especially important for top
management/leaders to demonstrate ethical behavior.
Trevino et al. (2000) distinguish two pillars of ethical
leadership. The first pillar is a moral person with traits (for
example, integrity), proper behavior (for example, does
things in the right way) and decision making (incorporates
values). The second pillar is a moral manager with
several supportive characteristics, one of which is being a
visible and positive role model in the firm. The importance
of top management being good role models has been
noted by other established researchers as well
(Cavanagh and Moberg, 1999; Morris et al.,, 2002).
Managers who engage in immoral behavior encourage
subordinates to do the same. Their words about ethics
and morality will therefore not be taken seriously. Cook
(1999) recognized that this is a significant problem,
especially in start-up enterprises.

Candid ethical communication

Trevino’s (2000) research establishes that another
supportive characteristic of a moral manager is the ability
to communicate about ethics and values with other
members of the enterprise. The author argues that the
message that values should guide all decisions must
begin at the top. Furthermore, communication of



management on all levels is necessary to close the gap
between what is said and what is actually done in the
firm. Candid communication is the only way to inspire
employees and build their trust.

Ethics as a topic of employee conversation

Informal conversations among employees play an
important role in the ethical life of the firm (Trevino and
Nelson, 1999). This role can be viewed as positive, resul-
ting in support for formal ethics activities, or negative,
resulting in indifference or active resistance among
employees.

Reward and penalty system

A reward system is an important tool in rewarding the
employees on specific occasions when they positively
resolve conflicts or dilemmas by implementing ethical
behavior. Trevino and Nelson (1999) argue that the
ethics implementation tool should be used to a limited
extent — but is important in influencing the preferred types
of behavior in the future. One such type is exemplary
behavior, a specific individual act that goes beyond
management expectations and reflects the core values of
the enterprise. On the other hand, such a system must
assign punishment for misbehavior. Sanctions for code
violations are necessary and must be enforced to the
letter of the code (Trevino and Ball, 1992). Managers who
avoid disciplinary situations may be sending a powerful
signal to their subordinates that misbehavior is
acceptable.

Communication of stories about ethical employees

Employees who go out of their way to exemplify the core
values are heroic figures, worthy of recognition in the
enterprise. The mechanism for doing this is telling stories
(Breuer, 1998). By transmitting what is proper behavior
throughout the enterprise, they serve as an important
resource for ethical purposes. Stories may be told about
ethical leaders or by leaders to provide appropriate
examples for others to emulate.

These argued and discussed informal measures of
business ethics implementation (manager concern/role
modeling, candid ethical communication, ethics as a topic
of employee conversation, reward and penalty system,
and communication of stories) were examined in our
empirical research.

Formal institutional measures of business ethics
implementation

Formal ethical structures are considered as concrete and
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direct measures that establish ethical behavior such as
mission statement, a code of conduct, policy manuals for
ethical issues, anonymous hotlines, ethical standards,
managers responsible for ethical issues, training
programs on ethics and sanctions for transgressions.

The formal measures of business ethics implemen-
tation define several criteria for an effective compliance
program (Laczniak and Roberson, 1999; Morris et al.,
2002; Thommen, 2003): a statement of enterprise's core
values, a compliance manual, a code of conduct, a
mission statement, anonymous hotlines, job descriptions,
selection of employees, training in ethics, evaluation of
ethical behavior, an ethics committee, an ethics audit,
sanctions for ethics abuse, ethics standards and indexes,
policy manuals for ethical issues, an ethics consulting
service, an ombudsman and ethic advocate and a mana-
ger responsible for ethical issues. These elements are
indispensable when communicating moral expectations
within the enterprise.

Based on the research cognitions discussed earlier in
the text, we argue the importance of the following formal
institutional measures of business ethics implementation:
core value statement, mission statement, code of ethics,
compliance manuals and ethics standards and indexes.

Core value statement

Effective enterprises identify and develop a clear, concise
and shared meaning of values/beliefs, priorities and
direction so that everyone understands and can
contribute. Once defined, values impact every aspect of
an enterprise, which has to support and nurture this
impact or identifying values will have been a wasted
exercise.

Mission statement

A mission statement is a management tool that usually
includes the enterprise’s values and philosophy (Morris et
al., 2002; Bart, 1997; Costa, 1998). According to Costa
(1998), this tool is appropriate for enterprises that have a
history of integrating values into their decisions, and not
suitable for enterprises where such a history does not
exist. Wheelen and Hunger (2004) argue that an
enterprise’s mission statement may also include a
business’s philosophy about how it does its business and
treats its employees. This puts into words not only what
the enterprise is now, but also what it wants to become —
management'’s strategic vision of the enterprise in future.
In the authors’ opinion (Hunger and Wheelen, 2004), a
mission statement promotes a sense of shared
expectations in employees and communicates a public
image to important stakeholder groups in the enterprise’s
task environment.
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Code of ethics

A code of ethics as one business ethics implementation
tool has been subject to much research in the past
(Mathews, 1987; Murphy, 1995; Trevino, 1990; Morris et
al., 2002). The research conclusions show that more than
90% of enterprises have a code of ethics or some type of
ethics statement (Morris et al., 2002). Another important
research insight is that the mere presence of an ethics
code has a positive impact on enterprise ethics (Adams
et al., 2001). The code of ethics is an instrument for
implementing business ethics within the enterprise, as
well as in the enterprise’s environment. According to
Thommen (2003), the code of ethics is the best known
instrument for improving and achieving the enterprise’s
ethical behavior. It contains ethical principles that should
be followed by certain enterprise behavior. Also in
Staffelbach’s (1994) opinion, the code of ethics is one of
the most important instruments for business ethics
implementation.

Compliance manuals

Researchers in the field of enterprise ethics realized that
many enterprises use compliance manuals to communi-
cate relevant rules, emphasize important policies, or to
make these policies understandable (Trevino and Nelson,
1999; Morris et al., 2002). Some researches show that
such manuals are widely distributed in large firms
(Weaver et al. (1995) did research on a sample of
Fortune 500 industrial and service firms).

Business ethics standards and indexes

During the last decade, many varied initiatives and
standards regarding enterprise ethical behavior and
corporate social responsibility occurred. It is important to
emphasize that shared and internationally accepted
standards on enterprise ethics do not yet exist. However,
there are several standards and initiatives in this field,
which should be considered by examining the enter-
prise’s ethical behavior. From the notion of corporate
social responsibility (CSR), it is possible to derive the
complementary concept of accountability, which means
that the enterprise is held accountable for its actions. If
enterprises want to manage CSR and sustainability
issues and obtain the trust of their social stakeholders,
they must not only communicate, but also give concrete
evidence that they are committed to continual, long-term
improvement. It becomes crucial to measure the
enterprise’s capacity to meet the stakeholders’ needs and
to create a balance between what the enterprise offers
and what it receives from the social system (Perrini et al.,
2006). Many different approaches and the fact that it is
generally a voluntary tool that measures the social results
of enterprises — and thus subject to the influence of

specific variables of a cultural, political and economic na-
ture — have made it impossible for a generally accepted
model of social reporting to develop. To measure the
performance of enterprises in matters of business ethics,
several ethical indexes have been introduced in North
America and Europe: the Domini 400 social index (DSI),
the citizens index, the Dow Jones sustainability world, the
Jantzi social index (JSI), the Triodos sustainable
investment index, the ethical index euro, the Ethibel
sustainability system, ASPI Eurozone, the CSR Rank of
Slovenian enterprises, as to mentioned some.

These argued and discussed formal measures of
business ethics implementation (core value statement,
mission statement, code of ethics, compliance manuals
and ethics standards and indexes) were examined in our
empirical research.

Family businesses’ concern about ethics

Family businesses differ from non-family ones along
important strategic and organizational dimensions. As the
term “family business” implies, the most important
differences have something to do with how a family
influences the behavior of a firm (Steier and Ward, 2006).
Especially, family relationships influence how a family
business is governed, structured, managed and
transferred to the next generation (Hoffman et al., 2006).
Several authors (Dunn, 1994; Kets de Vries, 1993) have
explained differences between family and non-family
enterprises by pointing out both the advantages (long-
term perspective, strong family commitment to the
business, supportive personal relations, motivating work
environment) and disadvantages (for example, nepotism,
family conflicts, succession problems, overlap of family
and business interests) of family enterprises.

There is a growing body of knowledge about family
businesses and many research studies have been
conducted. However, the research in the field of
particularities of family businesses’ ethical behavior and
its comparison to non-family businesses is still in its initial
stage. Few studies have examined ethics in family
businesses (Gallo, 1998), differences in ethics between
family and non-family businesses (Adams et al., 1996),
and social responsibility (Dyer and Whetten, 2006; Déniz
and Suarez, 2005). Particularities of family business
values as well as corporate culture in family businesses
are discussed in the literature (Ainsworth et al., 2003;
Aronoff, 2004; Astrachan et al., 2002; Dyer, 2003;
Denison et al., 2004), but often without sufficient
empirical evidence or studies on family versus non-family
businesses differences. However, recent research results
(Duh and Belak, 2009; Duh et al., 2010) indicate that
differences in core values, ethical climate and culture
exist between family and non-family businesses. Further,
we discuss the main findings from published research on
family businesses' ethical behavior as well as on the
informal and formal institutional measures of business



ethics implementation measures and tools. Based on the
cognitions, the hypotheses are developed.

Results of the empirical research carried out by Adams
et al. (1996) indicated that no significant differences exist
regarding types of ethical dilemmas encountered,
pressure to act unethically, contents of ethics codes,
ratings of self and others’ ethical behaviors, company
responses to ethical problems, sanctions or support for
ethics-related behavior, or level of moral reasoning
represented by ethical decisions. However, respondents
in non-family-owned firms were much more likely to
report having a formal code of ethics than those in family-
owned firms. According to the authors, one possible
explanation lies in less formal mode of operating; in
general family businesses have fewer formal policies,
rules and codes which govern employee behavior than
non-family businesses. Another possible explanation for
the lack of ethical codes within family-owned businesses
exists -according to the authors - in corporate culture:
“...The evolution of the culture within family-owned firms
in which family members have a shared vested interest
gives rise to the perception of common values and trust
among members. This implicit assumption of moral and
ethical behavior among members may result in the belief
that a formal code of ethics is largely unnecessary and
perhaps even anti-ethical to the company culture” (p.
166). The difference in formalization is also supported by
the authors’ findings that family businesses are more
likely to rely on role modeling to encourage ethical beha-
vior and on the informal transmission of behavior norms
among members than non-family-owned firms. Thus,
non-family-owned businesses appear to rely primarily on
formal means, such as an ethics code, ethics training,
and sanctions.

Also, the results of the research carried out by Craig
and Dibrell (2006) suggest that in family businesses
“...values-related topics are usually shared but not
formally recorded or openly discussed, yet have powerful
and consistent impact on behavior...”. Many authors
(Sharma, 2004; Klein, 2000) exposed the influential role
that family businesses’ founders play on family
businesses’ values; due to their long tenures and the
centrality of their positions in their family and firm,
founders exert considerable influence on the culture,
values and performance of their firms during and beyond
their tenure. The fundamental values in family businesses
are largely determined by myths and legends centered on
certain “reference figures” in the company history (in
many cases these are founders) that have attained
mythological status due to their pioneering achievements
for the company (Roessl, 2005). Therefore, the founder
will be a strong factor in determining the ethical standards
and climate of the business (Adams et al., 1996).

Considering the theory and research cognitions afore
stated, we propose two main hypotheses:

H;: Informal institutional measures of business ethics
implementation are presented to a greater extent in
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family than in non-family businesses.

H,: Formal institutional measures of business ethics
implementation are presented to a greater extent in non-
family than in family businesses.

In order to test these two main hypotheses several sub-
hypothesis are developed:

H..: Manager concern / role modeling is presented to a
greater extent in family than in non-family businesses.
Hip: Candid ethical communication is presented to a
greater extent in family than in non-family businesses.
Hi.: Ethics as a topic of employee conversation is
presented to a greater extent in family than in non-family
businesses.

H.q: Reward and penalty system is presented to a greater
extent in family than in non-family businesses.

Hi.: Communication of stories about ethical employees is
presented to a greater extent in family than in non-family
businesses.

H,a: Mission statement is presented to a greater extent in
non-family than in family businesses.

H.p: Code of ethics is presented to a greater extent in
non-family than in family businesses.

H,.: Compliance manuals are presented to a greater
extent in non-family than in family businesses.

H,q: Business ethics standards and indexes are
presented to a greater extent in non-family than in family
businesses.

H,.: Core value statement is presented to a greater
extent in non-family than in family businesses.

RESEARCH METHODOLOGY

For our research on differences of informal and formal institutional
measures of business ethics implementation of family and non-
family enterprises, we used a mixed methods approach which
proves to be a useful approach (Bryant, 2008). The use of case
studies is suggested in combination with quantitative methods since
undertaking of case studies adds qualitative evidence in order to
better understand the research results (Déniz and Suéarez, 2005).
Therefore, we combine a multiple case study approach (Yin, 2003),
where replication logic was possible, with quantitative methods. In
order to test for differences between family and non-family
enterprises, independent samples t-test was applied.

The questionnaire, which was used for conducting interviews, is
divided into four parts. In the first part, the following demographic
data of enterprises in the sample were collected: legal form, main
activity, number of owners, percentage of family ownership,
perception of enterprise as a family one, and data on size. In the
second part of the questionnaire, we examined the presence of the
informal measures of business ethics implementation: managerial
concern about ethics, candid communication on ethical issues
between management and employees, ethics as a topic of
conversation between employees, the existence and importance of
a reward and penalty system, as well as communication of “ethical”
stories. The questions were close-ended where the respondent
defined the presence of the informal measure of business ethics
implementation with a yes or no answer.

The third part of the questionnaire was designed to determine the
presence and the use of the formal institutional measures of
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business ethics implementation: core value statement, written
mission statement, code of ethics, compliance manuals, business
ethics standards and indexes. The questions were close-ended as
well as opened, where the respondent defined the presence of the
listed formal measure of business ethics implementation with a yes
or no answer. Opened questions were set to clarify the yes or no
answers.

Since various authors (Adams et al., 1996; Oney-Yazici et al.,
2007) emphasize the firm size as an important source of variation in
organizational behavior, we took the firm size as the controlling
variable in our research. By controlling for organization size (mea-
sured by the number of employees), we were able to determine that
similarities and differences in informal and formal institutional
measures of business ethics implementation between our two
samples were due to company type (family, non-family) and not
organization size.

Sampling and data collection

For the purpose of this study, judgmental sampling was used, in
which population elements were selected based on the expertise of
the researchers. This is one of the important limitations of the
research, which has to be addressed. Since no statistical data on
family businesses is available in Slovenia, there was no possibility
to determine the census from which the possible stratified or quota
sample could be drawn. As such, the sample representativeness
may be low and the results of the empirical part of the study should
be considered as exploratory in their nature. We believe that, by
using such a procedure, the representative enterprises of the
population were included. Data were collected through in-depth
case studies, including face-to-face structured interviews with 49
managers (in many cases, the respondents were also owners) of
Slovenian enterprises. The basis for conducting interviews was the
pre-designed questionnaire previously discussed herein. In order to
achieve the content validity of the questionnaire, some items were
adopted from research studies carried out by Belak and Milfelner
(2011), Belak and Mulej (2009), Duh and Belak (2009), and Duh et
al. (2010). Also, the final measurement instrument was inspected by
three academics in the field of management and marketing
research. The instrument was tested by potential respondents (top
managers from family and non-family businesses) in terms of item
understanding and relevance. Since the final items consisted
mainly of questions on nominal scale (dichotomous questions), no
further testing of validity and reliability was performed.

Due to the absence of statistical data on family businesses in
Slovenia - not to mention that a common, widely accepted definition
does not exist (Mandl, 2008; Sharma, 2004) - we used two criteria
for distinguishing family versus non-family businesses: “majority
ownership in one family” and “the enterprise is perceived by the top
manager (entrepreneur, owner-manager) to be a family enterprise”.
The criteria used are consistent with those employed in other
studies (Kotey and Folker, 2007); moreover, the perception is closer
to the essence approach in defining a family firm (Chrisman et al.,
2005), which is based on the belief that family involvement in
ownership, governance, and management is only a necessary
condition. Thus, two firms with the same extent of family involve-
ment may not be family businesses if either lacks the intention,
vision, “familiness” and/or behavior constituting the essence of a
family business.

Out of 49 enterprises, 17 (34.7%) were defined as family
businesses while 32 (65.3%) were non-family businesses (Table 1).
The composition of the sample in terms of the share of family/non-
family businesses is quite similar to the estimated share of family
businesses in Slovenia. For example, the results of one study on a
sample of 263 enterprises in one Slovenian region (Duh, 2003)
demonstrated that 44.1% of surveyed enterprises were family
businesses, with an estimated share of family enterprises in the

region between 38.1 and 50.1%. Among small and medium-sized
enterprises, the estimated share of family businesses was between
41.99 and 52.69% of family businesses (Duh and Tominc, 2005).
However, this share is smaller in comparison to the assessments
for Europe, where 70 to 80% of enterprises are family businesses;
furthermore, these family businesses are on average smaller than
the average national company (Mandl, 2008). No data on large
family businesses exist in Slovenia.

The size of the examined enterprises was measured by the
number of employees, where micro enterprises are enterprises with
0 to 9 employees, small enterprises have 10 to 49 employees,
medium-sized enterprises have 50 to 249 employees and large
enterprises have more than 250 employees. The distribution of the
sample by size is presented in Table 1.

The main business activity of the enterprises examined was
manufacturing (7 enterprises), construction (11 enterprises),
wholesale/retail (5 enterprises), financial intermediation (7
enterprises), hotels and restaurants (2 enterprises), and “other” (17
enterprises). However, the structure of the sample regarding the
activity did not allow for an analysis of the differences in informal
and formal measures of business ethics implementation regarding
the businesses’ primary activities.

RESEARCH RESULTS

Among the examined family (34.7%) and non-family
(65.3%) enterprises, we performed our interviews in 11
(22.4%) micro-, 20 (40.9%) small, 11 (22.4%) medium
and 7 (14.3%) large enterprises as shown in Table 1,
classified on the basis of the Slovenian Companies Act.

Concerning Hi,, all 18 respondents from family
businesses (100%) claimed that manager role modeling
is present in their businesses. Contrary to this only 83.9%
of respondents in non-family businesses state the same.
Performed x2 analysis shows that difference is
statistically significant only at p< 0.10 (x’=3.233),
however we can give support for Hy,.

Frequency of candid ethical communication was mea-
sured on scale from 1 (infrequently) to 3 (very frequently).
Results show that this type of communication is to a
small extent more frequent in non-family enterprises. T
test for two independent samples indicate that this
difference between the mean values (family businesses
mean value: 1.39; non-family businesses mean value:
1.48) is not statistically significant. Therefore the H;, was
rejected.

Ethics is a topic of employee conversation in 22.2% of
family businesses and in 16.1% of non-family busi-
nesses. Despite the fact that conversations about ethics
is more common in family businesses, the difference is
not statistically significant (x°=0.282; p>0.01). Therefore,
the H,. was rejected.

There are no differences between family and non-
family businesses concerning the reward system based
on ethical standards. 27.8% of family businesses
and25.8% of non-family businesses reward their emplo-
yees according to ethical standards. Chi square (0.23)
value is not statistically significant. In family businesses
non-ethical behavior of employees is however punished
more frequently (in 61.1% of cases) than in non-family



Table 1. Distribution of research sample by status (family/non-family) and size.
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Size
Status - - Total
Large Medium Small Micro
Number 1 2 10 4 17
Family % Within size 14.3 18.2 50.0 36.4 34.7
% Within status 5.9 11.8 58.8 23.5 100
Number 6 9 10 7 32
Non-family % Within size 85.7 81.8 50.0 63.6 65.3
% Within status 18.8 28.1 31.2 21.9 100
Number 7 11 20 11 49
Total % Within size 100 100 100 100 100
% Within status 14.3 22.4 40.9 22.4 100

businesses (in 45.2% of cases). Chi square statistics
once again is not statistically significant (x2:0.282;
p>0.01) and in accordance to that, H,q was rejected.

Communication of stories about ethical employees
does not differ in family and non-family businesses.
According to respondents, this behavior can be observed
in 55.6% of family businesses and in 54.8% of non-family
businesses. Chi square test is not significant (x°=0.002;
p>0.01). Hie was therefore rejected.

More non-family businesses (56.7%) than family
businesses (35.3%), have a mission statement. Chi
square test shows that that difference between family and
non-family businesses is not statistically significant
(X°=1.984; p>0.01). Therefore, H,, was rejected. Con-
cerning the mission statement, it is presented in all large
companies, in 63.3% of medium sized companies, 33.3%
of small companies and in 33.3% of micro companies.
Results of chi square test (x°=10.135) suggest that the
difference between large companies and medium, small
and micro sized companies is statistically significant at
p<0.05.

22.6% of non-family businesses have a code of ethics,
while this document is according to the respondents
answers present only in 16.7% of family businesses.
Difference is not statistically significant (x°=0.245;
p>0.01). Therefore H,, was rejected.

Compliance manual development can more often be
found in family businesses; however the difference
between family and non-family businesses is not
statistically significant (t=0.552; p>0.05). H,. is therefore
rejected.

None of the businesses in both categories have
acquired any ethical standard. Concerning the familiarity
of standards, 22.2% of respondents in family businesses
and 6.5% of respondents in non-family businesses know
Ethical Index Euro (there are no statistically significant
differences between both types of businesses); only 5.6%
of respondents in family businesses and no respondents
in non-family businesses know Ethibel Sustainability

Index (ESI) (there are no statistically significant
differences between both types of businesses); none of
the respondents in family businesses and only 1
respondent in non-family enterprise know Aspi Eurozone
(advanced sustainable performance indices), also in this
case, there are no statistically significant differences;
66.7% of respondents in family businesses and only
29.0% of respondents in non-family businesses know
Slovenian corporate social responsibility index, which
means that family businesses statistically differ from non-
family businesses; only a small number of respondents in
both family (11.1%) and non-family businesses (12.9%)
know Social Accountability 8000 (SA8000) index.

According to these results, we can reject H,y since
business ethics standards are not presented to a greater
extent in non-family businesses. Quite contrary to that
proposition is the fact that more respondents in family
businesses in comparison to respondents in non-family
businesses know  Slovenian corporate  social
responsibility index.

Core value statement to a greater extent is presented
in non-family businesses (38.7% of cases). In family
businesses, this percent is only 11.1%. Chi-square test
shows that difference is statistically significant at p<0.05
(X°=4.250). H,e can therefore be supported. 85.7% of
large companies have core value statement, while only
9.1% of medium sized, 22.7% of small sized, and 22.2%
of micro companies have mission statements. Difference
between large and medium, small and micro companies
is statistically significant (x’=13.791; p<0.01).

CONCLUSIONS, LIMITATIONS, AND DIRECTIONS
FOR FUTURE RESEARCH

The main aim of our research was to explore the
differences regarding the emergence and presence of the
informal and formal institutional measures of business
ethics implementation between family and non-family
businesses and by this, also to improve our understanding
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standing of a family influence on measures of business
ethics implementation. Our research results show how
family and non-family businesses communicate
expectation about ethical behavior and exert control over
moral decisions made by individuals. However, it should
be pointed out that our research results do not enable us
to make conclusions on whether individuals in family
businesses are more, less or equally as ethical as those
in non-family businesses.

The majority of the stated hypotheses (eight out of ten)
were rejected. This may be due to; 1) too small sample
connected to the problems already mentioned in the
empirical part of the paper or 2) due to conditions related
to the situation in the Slovenian economy, which is still
one of the emerging Central European economies in tran-
sition. Such research results, which partially differ from
the prevailing theory, which is in great part developed in
countries with tradition of market economy and
entrepreneurship, are still important since insights from
emerging economies can provide a suitable venue for
testing existing theories (Meyer and Peng, 2005) and
provide new management implications.

However, the presence/non-presence of studied mea-
sures enable us to make some conclusions regarding
efforts which are undertaken in studied enterprises in
order to behave ethically. Our research revealed only two
statistically significant differences between family and
non-family enterprises regarding informal and formal
measures of business ethics implementation, which are
role modeling and the core value statement. The role
modeling is presented to a greater extent in family than in
non-family businesses; the results are very similar to
those of Adams et al. (1996). The results also revealed
that this measure is the most popular measure of
encouraging ethical behavior in family as well as in non-
family businesses. The core value statement is presented
to a greater extent in non-family than in family
businesses, which reflects the less formal mode of family
businesses functioning (Adams et al., 1996). The
research results show no statistically significant
differences in other examined measures between family
and non-family enterprises. However, research results
revealed that certain informal as well as formal measures
of business ethics implementation are used to a greater
extent to encourage and control ethical behavior than
others. Besides role modeling which is used in the
majority of the examined enterprises, the communication
of stories about ethical employees as well as punishment
of non-ethical behavior is presented in more than half of
the examined enterprises. Other informal measures are
presented infrequently (that is, candid ethical
communication) and emerged in only around one fifth of
the examined enterprises (that is, ethics as a topic of
employee conversation and reward system). The most
used formal measure of business ethics implementation
is the mission statement with the ethical content which is
presented in half of the examined enterprises. Other for-
mal measures are poorly presented (core value statement,

compliance manual) and relatively unknown to the
examined enterprises (code of ethics).

The results of our research are based on self-
assessments, which were the only possible alternative
and unfortunately could not be questioned or tested by
outsiders’ evaluation, especially in the case of informal
measures of business ethics implementation. The
research presented herein serves as the first step toward
an in-depth study of differences in informal and formal
institutional measures of business ethics implementation
between family and non-family businesses. We see our
findings (with all limitations taken into account) as
preliminary in nature, with further empirical work needed.
Important limitation of the present research, which would
have to be considered in the results interpretation and in
the future research, is in our opinion the judgmental
sample used in the research due to no census data on
family businesses in Slovenia. Also, the present research
results have to be understood in terms of emerging
economy, which has its own specifics.

Future research should be oriented toward examination
of the effectiveness of formal and informal measures of
business ethics implementation. These measures should
not be studied in isolation; Kaptein and Schwartz (2007)
call attention to the studies of the Ethics Resource Centre
which found that when the implementation of the code of
ethics is not supported by other measures, it had nega-
tive effect on employee perception of ethical behavior in
the workplace. When a code was supported by ethics
training and ethics office, it has a positive effect on
employee perception. The future research should also
reveal the differences in the effectiveness of studied
measures between family and non-family businesses.
Even though our research results show statistically
significant difference regarding the presence and
emerging of measures of business ethics implementation
between large, medium-sized, small and micro enter-
prises only in the case of two measures (that is, mission
statement with ethical content and core value statement),
we believe that more research should be done
considering the correlation of size and measures of
business ethics implementation as well as their
effectiveness. Recent research cognitions (Belak, 2009;
Belak and Mulej, 2009) also show that there is also
correlation between enterprises’ life cycle stage and the
presence and emergence of the business ethics
implementation measures. Therefore, we suggest that
the future research should consider these cognitions as
well as the age and the family business generation (for
example, differences between the first and second gene-
ration of family businesses). Since our study relates to
emerging economy, we recommend carrying out the simi-
lar research in European as well as in African settings.
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