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Many factors may influence entrepreneurial persistence in various contexts. For example, 
scholars find that family business entrepreneurs are more persistent than other 
entrepreneurs. However, the reasons why they are more persistent are not as well known. 
Utilizing a conjoint experiment with 64 entrepreneurs and 376 decisions, this paper 
examines the influence of socioemotional wealth (SEW) on persistence decisions in a 
family business context. The results of the Hierarchical Linear Modelling show that the 
expected financial returns, expected non-financial benefits, expected switching costs, and 
probability of expected outcomes influence entrepreneurial persistence decisions. 
Further, family business entrepreneurs with higher levels of SEW focus more on 
non-financial benefits when facing alternative opportunities. This study also provided 
empirical evidence for different dimensions of SEW. The results show that the emotional 
attachment of family members and the renewal of family bonds to the firm are effective 
indicators, which provide a direct measurement of SEW. The findings of this study 
increase scholarly understanding of both entrepreneurial persistence literature founded 
in threshold theory and SEW literature. 

INTRODUCTION 

Persisting with an entrepreneurial venture rather than 
exiting a venture is an important and complex strategic de-
cision that involves the entrepreneur and the environment 
(Ferreira et al., 2019; Holland & Shepherd, 2013). As such, 
persistence with one’s entrepreneurial venture could be in-
fluenced by various environmental factors. The expected 
financial returns, expected non-financial benefits, proba-
bility of expected outcomes, and expected switching costs 
of alternative lucrative opportunities are some of the fac-
tors theorized to influence entrepreneurial persistence (Gi-
meno et al., 1997; Holland & Shepherd, 2013; Ma et al., 
2019; Puhakka, 2007). An additional factor that could in-
fluence entrepreneurial decisions, such as persisting with 

one’s venture, is the unique family business context (Dyer et 
al., 2014). For example, there is evidence that family busi-
ness entrepreneurs are more persistent and focus more on 
the non-financial benefits provided by their venture com-
pared to non-family business entrepreneurs (Ma et al., 
2019). Further, scholars find that family businesses have 
lower thresholds of performance and thus less likelihood 
of exit compared to non-family businesses (Symeonidou et 
al., 2021). In addition, there is evidence that family busi-
nesses are more persistent in pursuing strategic decisions 
compared to non-family businesses, especially for family 
businesses that are controlled by founding family members 
and those with a family chairman and/or CEO (Fang et al., 
2021). Finally, the roles of entrepreneurs influence their 
persistence decisions; for example, family role pressure 
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negatively influences entrepreneurial persistence for family 
businesses (Zhu et al., 2021). 

Although some main effects of family businesses on per-
sistence decisions are established in the recent literature 
(e.g., Zhu et al., 2021), very little is known about how the 
family business context alters which information from the 
environment family businesses give more weight to in their 
persistence decisions. Threshold theory’s main con-
structs—expected financial returns, expected non-financial 
benefits, expected switching costs, and probability of ex-
pected outcomes—are the established predictors of persis-
tence in the extant literature (Holland & Shepherd, 2013). 
However, how the family business context affects persis-
tence decisions among entrepreneurs is still unclear be-
cause the mechanism that underlies the moderating effect 
of family business entrepreneurs on the influence of the 
main predictors of threshold theory on persistence deci-
sions is not yet established in the extant literature. This 
study investigates the factors that contribute to these dif-
ferences in decision making. Holland and Garrett (2015) 
note that it is important for future studies to help identify 
factors that play a role in individuals’ psychological attach-
ment to their current firm given that such attachment likely 
plays a meaningful role in persistence decisions. Similarly, 
Mattingly et al. (2020) call for future research that examines 
the relationships between cognitive constructs and con-
structs important to entrepreneurial decisions. This study 
answers this call and posits that socioemotional wealth in 
a family business context influences entrepreneurial persis-
tence. Socioemotional wealth (SEW) is a general extension 
of behavioural agency theory common in management re-
search (Berrone et al., 2012). In a family firm context, SEW 
superficially focuses on the non-financial aspects of the 
family businesses that meet the family’s affective needs 
(Gómez-Mejía et al., 2007). Scholars agree that SEW is likely 
to influence entrepreneurial decision making in a family 
business context (Basly & Hammouda, 2020; Berrone et 
al., 2010, 2012; Gómez-Mejía et al., 2007). Scholars have 
also found that family business entrepreneurs focus more 
on non-financial benefits than non-family business entre-
preneurs when they are making entrepreneurial persistence 
decisions (Ma et al., 2019). Therefore, we posit that the 
preservation of SEW will influence family business entre-
preneurial persistence. The broad research objective of this 
work is to extend the research on entrepreneurial persis-
tence by investigating the mechanisms through which the 
family business context influences persistence decisions. 

The research question of this study is: does SEW influ-
ence persistence decisions among family business entre-
preneurs? Specifically, we are interested in the association 
between SEW and threshold theory’s explanation of per-
sistence decisions, with a particular interest in the associ-
ation between non-financial returns and persistence, and 
finally the moderating effect of SEW to the latter associ-
ation. Answering this research question contributes con-
ceptually to both the persistence as well as the SEW lit-
eratures by integrating the two. Persistence is a complex 
decision because it is affected by factors relating to both 
the entrepreneur and the environment (DeTienne et al., 
2008). Although research has established that the attrac-
tiveness of alternatives influences persistence decisions in 

general (DeTienne et al., 2008; Gimeno et al., 1997), it is not 
yet known how these factors act in the unique context of 
family businesses. Further, this study makes an important 
conceptual and methodological contribution to the acade-
mic conversation on SEW. The SEW approach is a potential 
dominant paradigm in the family business field and is an 
important differentiator of the family business as a unique 
entity. The SEW approach is an umbrella under which it is 
possible to group all existing theories and evidence related 
to explaining why family firms behave in a distinctive fash-
ion (Berrone et al., 2012). However, it is a relatively new ap-
proach in family business research and, as a result, it lacks 
enough empirical studies to improve the understanding of 
SEW and its influence on individuals’ decisions. For exam-
ple, scholars argue that ‘the empirical validation of the SEW 
construct represents a tremendous challenge in itself since 
it has never been tested directly’ (Cennamo et al., 2012, p. 
1166). This study provides such empirical evidence. 

The balance of the paper proceeds as follows. First, this 
paper presents the relevant literature and develops the hy-
potheses grounded on SEW. Second, this paper outlines the 
details of the conjoint experiment and data collection. Next, 
this paper reports the results of the analysis that are based 
on hierarchical linear modelling (HLM) and provides a dis-
cussion of the findings. Finally, this paper offers conclu-
sions and insights into future research on SEW and the per-
sistence of family business entrepreneurs. 

THEORETICAL DEVELOPMENT 

According to the US Census Bureau, family firms com-
prise 90 percent of all business enterprises in North Amer-
ica, half of the nation’s employment, and half of its Gross 
National Product (Inc, 2021). Therefore, family firms are 
an important business area to study. However, family and 
business are two competing and complementary systems in 
family businesses and paradoxes between them are often 
the driver of family businesses’ decisions (McAdam et al., 
2020). Therefore, family businesses differ from their non-
family business counterparts in several important ways and 
often face certain unique challenges that are not as com-
mon in non-family firms (Basly & Hammouda, 2020; Chris-
man et al., 2010; Kammerlander, 2021; Mahto et al., 2010; 
Santoro et al., 2021). Most importantly, family businesses 
typically have broader goals and emotional attachments 
that affect entrepreneurs’ behaviour relative to non-family 
firms (Chrisman et al., 2010; Lindahl et al., 2015; Mahto et 
al., 2010). For example, scholars find that family businesses 
are more persistent than non-family businesses (Fang et al., 
2021; Ma et al., 2019; Symeonidou et al., 2021). 

While research in the family business tradition is becom-
ing more prevalent, most research on family business en-
trepreneurship focuses on firm-level analysis and covers a 
variety of topics, such as sales and employment changes in 
entrepreneurial ventures with family ownership (Colombo 
et al., 2014), the role of technology in entrepreneur-led 
family businesses (Davis & Harveston, 2000), and the ‘en-
trepreneuring’ family (Uhlaner et al., 2012). With all the 
focus on firm-level phenomena, extant research has over-
looked important individual-level questions, such as ques-
tions relating to how family business entrepreneurs make 
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decisions and to whether there is heterogeneity in decision 
making between family business and non-family business 
entrepreneurs (Santoro et al., 2021). 

Contending that family business is a unique context that 
alters how theories apply to entrepreneurship research, it is 
important to test established theories in this context. This 
study is designed to fill this gap by examining the effects of 
threshold theory when applied to the unique family busi-
ness context. 

Persistence and Threshold Theory 

Research has established that persistence is important 
for entrepreneurs (DeTienne et al., 2008; Gimeno et al., 
1997; Schulte-Holthaus, 2019) because too many entrepre-
neurs give up on their ventures much too early and also 
because persistence motivates venture growth (Baum & 
Locke, 2004). Although historically persistence has been 
viewed as a trait (Baum & Locke, 2004), scholars recently 
have conceptualized persistence as a decision process af-
fected by the conditions surrounding the business, its en-
vironment, and its founder(s) (Holland & Shepherd, 2013). 
In general, scholars have found that the decision to persist 
with one’s current venture is driven to a large degree by eco-
nomic considerations in the face of attractive alternatives 
(Gimeno et al., 1997; Holland & Garrett, 2015; Holland & 
Shepherd, 2013). Although research suggests that on aver-
age financial returns are the primary driver of persistence 
decisions (Holland & Shepherd, 2013), there are other rel-
evant factors as well. Prior research suggests that family 
firms have certain characteristics that may make those 
other relevant factors particularly important (e.g., Randøy 
& Goel, 2003; Romano et al., 2001). 

Deciding whether to persist or not involves comparing 
one’s current venture to available outside options. There-
fore, information about entrepreneurs’ current businesses 
will influence persistence. For example, negative feedback 
about their current business can influence entrepreneurs to 
be less likely to persist (Holland & Shepherd, 2013). Fur-
ther, information about an alternative could also influence 
persistence. For example, positive information about an al-
ternative opportunity would make entrepreneurs less likely 
to persist in their current venture (Gimeno et al., 1997). 

According to threshold theory, persistence is influenced 
by the attractiveness of alternatives which includes four 
decision attributes: (1) expected financial returns, (2) ex-
pected non-financial benefits, (3) probability of expected 
outcomes, and (4) expected switching costs (Gimeno et al., 
1997). This study is consistent with prior research with re-
gards to defining and operationalizing each attribute (Hol-
land & Shepherd, 2013; Ma et al., 2019). Expected financial 
returns refer to the monetary gains derived from owning the 
business. Expected non-financial benefits refer to the non-
monetary benefits of owning the business, such as recog-
nition, autonomy, and family security. Expected switching 
costs refer to the expected financial or non-financial costs 
of switching from one venture to another, such as effort, 
resources, and time expended while finding another op-
portunity. The probability of expected outcomes refers to the 
likelihood of achieving the outcomes associated with the 
other three attributes. These attributes can be conceptual-

ized into three categories: monetary, non-pecuniary, and 
uncertainty. Expected financial returns and expected 
switching costs fall into the monetary category, expected 
non-financial benefits fit in the non-pecuniary category, 
and the probability of expected outcomes represents uncer-
tainty. 

This study tests a moderating effect on the relationship 
between the attractiveness of alternatives and persistence, 
which extends the research on threshold theory and per-
sistence. As mentioned, this study examines the extent to 
which the direct relationship between alternative attributes 
and persistence is contingent on context; specifically, this 
study tests how SEW moderates which aspects of attractive 
alternatives family business entrepreneurs give the most 
weight to as shown in Figure 1. 

Consistent with Holland & Shepherd’s (2013) hypothe-
ses, this paper predicts that the attractiveness of alterna-
tives is positively related to persistence. Specifically, this 
paper predicts that expected financial returns, expected 
non-financial benefits, and the probability of expected out-
comes will negatively influence persistence. The higher the 
value of any of these three dimensions is for an alternative 
opportunity, the more attractive the alternative is for indi-
viduals, and the less likely they are to decide to persist with 
their current venture. Conversely, the higher the switching 
costs of an alternative opportunity, the less attractive it is, 
and the more likely individuals are to decide to persist with 
their current venture. 

Hypothesis 1a: Expected financial returns of alternative 
opportunities are negatively associated with persistence 
decisions. 
Hypothesis 1b: Expected non-financial benefits of alterna-
tive opportunities are negatively associated with persis-
tence decisions. 
Hypothesis 1c: The probability of expected outcomes of al-
ternative opportunities is negatively associated with per-
sistence decisions. 
Hypothesis 1d: Expected switching costs of exiting a cur-
rent business to pursue an alternative opportunity are 
positively associated with persistence decisions. 

Socioemotional Wealth and Persistence 

The SEW approach is a potential dominant paradigm in 
the family business field and is the most important differ-
entiator of the family business as a unique entity (Berrone 
et al., 2012). The SEW approach is an umbrella under which 
it is possible to group all existing theories and evidence re-
lated to explaining why family firms behave in a distinctive 
fashion (Berrone et al., 2012). Scholars argue that SEW is 
the reason that family businesses make different decisions 
with non-family businesses in management processes, firm 
strategies, corporate governance, stakeholder relations, and 
business venturing (Gómez-Mejía et al., 2011). For example, 
scholars have found that SEW influences the risky decisions 
of family businesses (Gómez-Mejía et al., 2007), R&D in-
vestments (Gomez–Mejia et al., 2014), and IPO (Kotlar et 
al., 2018). Family businesses usually face the trade-off be-
tween financial wealth and SEW (Gómez-Mejía et al., 2018; 
Kotlar et al., 2018). For example, when facing new oppor-
tunities, family businesses prefer the related targets over 
unrelated ones in acquisitions, because financial gains are 
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Figure 1. Hypothesized Model 

uncertain but SEW losses are certain (Gómez-Mejía et al., 
2018). However, we need more empirical studies to refine 
our understanding of SEW. To answer the call of finer-
grained measures of SEW (Chua et al., 2015; Miller & Le 
Breton-Miller, 2014), we adopt the conceptual dimensions 
of SEW developed by Berrone et al. (2012); 1) family control 
and influence, 2) identification of family members with the 
firm, 3) binding social ties, 4) emotional attachment of fam-
ily members (EA), and 5) renewal of family bonds to the firm 
through dynastic succession (RFB). 

When family businesses are facing attractive alterna-
tives, they have to make decisions regarding persisting with 
their current family businesses or pursuing new opportu-
nities. Their psychological attachment will influence their 
persistence decisions (Holland & Garrett, 2015). Among the 
different dimensions of SEW, EA (which refers to the role 
of emotions in the family business context) and RFB (which 
refers to the intention of handing the business down to 
future generations), are particularly likely to play a role 
in family business entrepreneurs’ persistence decisions be-
cause they indicate the psychological attachment between 
the family and the business. Deciding whether to exit one’s 
business is an emotional experience (DeTienne & Chirico, 
2013). Exiting a business undermines EA and has ramifica-
tions for the ability of a family to pass the business on to fu-
ture generations. Therefore, this study focuses on these two 
aspects of SEW in the investigation of family business per-
sistence decisions. 

Ma et al. (2019) have already established that family 
business entrepreneurs are more persistent in general than 
non-family business counterparts and identified that the 
expected non-financial benefits are the main drive among 
the four attributes of the attractiveness of alternatives. Ex-
tending their study, this paper considers whether SEW is 
a driving force behind family business entrepreneurs’ ten-

dency to be more persistent. Current scholarly understand-
ing of SEW and family firms suggests EA, ramifications for 
undermining EA, and strong preferences to pass on a focal 
family business to posterity without explicit consideration 
of what alternative opportunities a family business entre-
preneur faces (Ma et al., 2019). Scholars find that these 
factors as described constitute emotional attachments 
(Berrone et al., 2012). Scholars also find that persistence 
decisions are, at least in part, emotional decisions (DeTi-
enne & Chirico, 2013). It follows that if emotions related to 
family firm attachment and passing on a firm to posterity 
are present, they will likely play a role in persistence de-
cisions. Scholars find such emotions are present in family 
firms (Berrone et al., 2012). Scholars also find that family 
business owners’ identities are ‘inextricably tied to the or-
ganization’ (Berrone et al., 2010, p. 87). The identity link 
between SEW and family business entrepreneurs influences 
the family to engage in what is known as a ‘loss mode’ if 
threats to their SEW arise (Berrone et al., 2012). Berrone et 
al. (2012, p. 260) utilize behavioural agency theory to ex-
plain that such a ‘loss mode’ involves the family making 
‘strategic choices that will avoid these potential SEW losses 
even if achieving this objective might come at the expense 
of other[s]’ such as institutional investors. In short, identi-
ties are so strong that behavioural agency theory suggests 
the family will make strategic decisions that protect that 
identity regardless of other influences. One influence on 
strategic decisions is outside opportunities, as discussed. In 
short, attractive alternative opportunities can be thought of 
as threats to SEW and might motivate a family business en-
trepreneur to engage in ‘loss mode’. If so, family business 
entrepreneurs with stronger identities built through higher 
levels of SEW have higher levels of persistence, thereby pro-
tecting their identities from the threat the attractive alter-
natives pose. Therefore, this study predicts a positive re-
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lationship between family business entrepreneurs’ level of 
SEW and their likelihood of persisting with their current 
ventures in the face of attractive alternatives. 

Hypothesis 2: When family business entrepreneurs face 
alternative opportunities, their Socioemotional Wealth 
positively influences their persistence decisions with their 
current businesses. 

The Moderating Effect of Socioemotional Wealth 

Although this study predicts SEW to positively influence 
persistence behaviours generally, it also considers whether 
SEW is particularly influential through moderating the im-
pact of non-financial benefits on persistence. Specifically, 
if family business entrepreneurs have higher levels of SEW 
with respect to EA, then they will be particularly influenced 
by non-financial benefits. That is, there are strong emo-
tional ties among family members. They are comfortable 
with their current situation because it supports their emo-
tional ties with family members, a non-financial benefit as-
sociated with owning a family business. When they make 
decisions about whether to persist in the current business 
or pursue an alternative, their affective considerations 
might overwhelm their economic considerations. If the at-
tractive alternative project can provide a higher level of 
non-financial benefits, (by providing more autonomy, time, 
feelings of independence, etc. to the entrepreneur) provid-
ing an even stronger form of support to maintain emotional 
bonds among family members, the family business entre-
preneurs are more likely to switch to the new projects. As a 
result, they can preserve a higher level of SEW. On the other 
side, if the attractive alternative project cannot provide a 
high level of non-financial benefits, the family business en-
trepreneurs will be more comfortable to persist in their cur-
rent businesses. 

If family business entrepreneurs have higher levels of 
SEW with respect to the RFB through dynastic succession, 
then they will be particularly influenced by non-financial 
benefits. That is, the ability to leave a business to your fam-
ily is a benefit that varies in importance to family business 
entrepreneurs. When this dimension of SEW is important to 
family business entrepreneurs, they will strategize to pre-
serve this benefit within their family. The benefit can be re-
tained by either persisting with the family business or by 
pursuing an alternative that has non-financial benefits em-
bedded in it. As such, higher levels of this dimension in SEW 
will lead individuals to highly value business opportunities 
(whether the one they are currently pursuing or an alter-
native) that have significant non-financial benefits. There-
fore, SEW’s EA and RFB dimensions will influence the per-
sistence of family business entrepreneurs by increasing the 
importance of non-financial benefits when they are facing 
alternative opportunities and must decide whether to per-
sist with their current ventures. 

Hypothesis 3: The negative association between expected 
non-financial benefits of attractive alternatives and per-
sistence decisions is moderated by the levels of socioemo-
tional wealth, such that the relationship is stronger for 
family business entrepreneurs that have higher levels of 
socioemotional wealth. 

METHODS 
Research Design 

This study utilizes a conjoint experiment design that is 
effective for studying decision making (Louviere, 1994). It 
is particularly useful for studies that examine the extent to 
which decisions are contingent upon individual-level con-
structs (Haynie et al., 2012; Holland & Shepherd, 2013). 
In a conjoint experiment, participants make a series of de-
cisions based on a set of orthogonally-balanced scenarios 
(Hahn & Shapiro, 1966). This procedure allows for the de-
composition of decisions into parts to reveal the underlying 
structure of decision policies which allows the researcher to 
study the effects of the decision attributes on constructs of 
interest. Conjoint analysis also provides internal validity for 
the relationship between attributes built into the conjoint 
scenarios and the decisions made based on the choice sce-
narios (Fischhoff, 1980). Specifically, scholars note that 'as 
a real-time method that examines actual choice behaviour, 
conjoint experiments overcome many of the potential prob-
lems associated with post hoc methods, such as introspec-
tion and recall biases (Holland & Shepherd, 2013, p. 341). 

Similar to previous studies (Holland & Shepherd, 2013; 
Ma et al., 2019), participants in this study were presented 
with a series of scenarios that include information about at-
tractive alternatives. Scenarios measured the expected fi-
nancial returns, expected non-financial benefits, expected 
switching costs, and the probability of expected outcomes 
of attractive alternative opportunities. We manipulated the 
four attributes at two levels, high and low, which under 
an orthogonal fractional factorial design (Hahn & Shapiro, 
1966) resulted in eight scenarios for participants to rate. 
The design of the scenarios used in the experiment for the 
main effects of threshold theory (H1a through H1d) is based 
on the instruments used in prior studies (e.g., Holland & 
Shepherd, 2013; Ma et al., 2019). After completing the sce-
narios, the participants were presented with a post-exper-
iment questionnaire that measured the higher-level inde-
pendent and control variables as well as demographic 
variables. Further, it measured variables related to family 
business ownership, such as whether the business is consid-
ered a family one and the length of time owned. 

Sample 

Both a hard copy and an online survey were sent to the 
clients of the Centre for Entrepreneurship of a university 
in the Midwest of the United States. We identified a par-
ticipant as a family business entrepreneur when the par-
ticipant had founded at least one family business and was 
running that business. We identified a business as a family 
business when the business is under control by the family 
and the next generation of the family is willing to take 
over in the future. Family businesses are very prevalent in 
the United States and are an important part of the econ-
omy. Furthermore, many extant studies of entrepreneurial 
persistence, using conjoint experiments and threshold the-
ory, were conducted with United States samples (e.g., Hol-
land & Shepherd, 2013; Ma et al., 2019; Mattingly et al., 
2016). Utilizing a similar sample for our study helps control 
for other unmeasured contextual influences to ensure our 
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SEW predictions are reliably tested with methods similar to 
those used in the extant persistence literature. There were 
96 participants total in the survey (32 hardcopy and 64 on-
line). After checking the validity of the answers, 64 par-
ticipants provided valid data (28 hardcopy and 36 online). 
Among them, 47 participants were family business entre-
preneurs (21 hardcopy and 26 online) resulting in a final 
sample size of 376 persistence decisions nested within 47 
family business entrepreneurs. The sample size is similar to 
other studies utilizing conjoint experiments (e.g., Priem & 
Rosenstein, 2000, sample of 33; Zacharakis & Meyer, 1998, 
sample of 50). We checked the differences between hard-
copy surveys and online surveys and between two different 
orders of scenarios. There was no significant difference be-
tween hardcopy and online surveys. Additionally, there was 
no significant difference between the two different orders 
of scenarios. Therefore, they were combined into a single 
dataset. The average age of participants is 38 with a range 
of 18 to 71 years old. Participants varied in race as follows: 
42.6 percent Caucasian, 4.3 percent African American, 46.8 
percent Hispanic, and 6.4 percent identified as ‘other’. 

Measurements 

Dependent Variable (level-1): the decision to persist 
with a current business 

The dependent variable in this study is the entrepre-
neur’s decision to persist with his or her family business 
venture despite facing enticing alternative opportunities. 
The variable is measured using a 9-point Likert scale, an-
chored by (1) not likely to continue, (5) moderately likely 
to continue, and (9) very likely to continue. It is a decision-
level variable (level 1). Similar to previous research (Holland 
& Shepherd, 2013; Ma et al., 2019), we treat the persistence 
decision as one of comparison. In other words, the partici-
pants were presented with a set of decision attributes for an 
alternative opportunity and were asked the question ‘What 
is the likelihood that you will continue with your current 
business?’ before being asked to compare the current op-
portunity with the next best alternative (Holland & Shep-
herd, 2013). 

Independent Variables (level-1): the attractiveness 
of alternative decision attributes 

The independent variables are the four decision attrib-
utes first theorized by Gimeno et al. (1997): expected finan-
cial returns, expected non-financial benefits, probability of 
expected outcomes, and expected switching costs. The for-
matting and presentation of these attributes are replicated 
from Holland & Shepherd (2013) in that each of them is 
measured at two levels (high and low) and is coded as 0.5 
and -0.5 respectively. 

Moderating and Control Variables (level-2) 

The moderating variable reflects the level of SEW of fam-
ily business entrepreneurs. Two different dimensions of 
SEW were used, EA and RFB (Berrone et al., 2012). We ran 
factor analysis in order to establish the importance of each 
underlying factor in relation to the two variables. The re-

sults showed that the six questions about EA had two un-
derlying factors. The first question, ‘Emotions and senti-
ments often affect decision-making processes in my family 
business,’ had a different factor than the rest of the ques-
tions. Therefore, this study ruled out the first question of 
the study. The α was .758 for the five relevant questions. 
The factor analysis also resulted in one factor for the ques-
tions about RFB, with α of .784. The factor analysis shows 
discriminant validity for these two dimensions. The control 
variables were the participants’ age and experience (how 
many firms they have founded). Both the moderating and 
control variables are measured at the individual level 
(level-2). Appendix A shows the details of the measures 
used in this study. Appendix B shows an example of scenar-
ios. 

Data Analysis 

Recently, entrepreneurship scholars have called for more 
multilevel modelling in entrepreneurship, arguing that 
most entrepreneurship problems involve multilevel phe-
nomena, (Hitt et al., 2007; Zahra, 2018). Given that individ-
uals repeatedly face persistence decisions as they encounter 
various outside alternative opportunities (c.f. Holland & 
Shepherd, 2013), the present research phenomena includes 
both variances within and across individuals, and is, there-
fore, best addressed using multilevel modelling. In this 
study, participants made 8 decisions. Therefore, the data 
includes variance in the dependent variable both within 
and between individuals (multilevel, nested data). Research 
on individuals each making multiple decisions constitutes 
multilevel modelling; specifically, extant research explains 
that multiple decisions by single individuals are likely auto 
correlated because individuals’ unique decision models dif-
fer from person to person (Monsen et al., 2010). Indeed, for 
this very reason, research on decisions nested within indi-
viduals should not be examined with ordinary least squares 
(OLS) regression because it does not satisfy the indepen-
dence assumption of OLS (Monsen et al., 2010). As a result, 
this study utilized Hierarchical Linear Modelling (HLM) 
(Raudenbush et al., 2011). HLM enables researchers to 
model variance both within and between individuals to fa-
cilitate deeper scholarly understanding (Mitchell & Shep-
herd, 2010). For these reasons, many studies rely on HLM 
to examine individual decision-making including decisions 
about: generational ownership dispersion (Eddleston et al., 
2008), whether to act on opportunities (Haynie et al., 2009; 
Mitchell & Shepherd, 2010), whether or not to approve 
loans (Bruns et al., 2008), and consumer purchase decisions 
(Liu, 2007). 

McCoach (2010) explains that HLM, in particular, offers 
substantial benefits over other statistical techniques, 
namely: higher accuracy with regard to type I error rates; 
variance that is proportioned across levels consistent with 
reality rather than the often false assumption that variance 
is attributable to one level; and assessment of the vari-
ability both between and within individuals. Additionally, 
in their paper explaining best practices for quantitative re-
search, Echambadi, Campbell, and Agarwal (2006, p. 1810) 
explain that when researchers are trying to ‘disentangle the 
unique effects of different variables at multiple levels or to 
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model the interactions of variables across multiple levels … 
then the use of hierarchical linear models (HLM) becomes 
imperative’ because estimates are unbiased and standard 
errors are accurate. They articulate a second reason that 
this study is not overly concerned about endogeneity or un-
observed variables confounding the cause and effect rela-
tionships explained herein: ‘another strategy to effectively 
eliminate endogeneity concerns is the use of an experiment’ 
(Echambadi et al., 2006, p. 1805). The benefits of HLM are 
not just statistical (McCoach, 2010). HLM allows the re-
lationship between independent variables and dependent 
variables to vary randomly across data that is likely auto-
correlated (clusters of data that are similar because they are 
at the same level—not fully independent of one another) 
(McCoach, 2010). By doing so, HLM allows researchers to 
assess predictions about the impact of independent vari-
ables on dependent variables varying across these clusters 
(predicting moderation effects). So, perhaps the primary 
benefit of HLM is the ability to simultaneously model the 
impact of multiple levels on dependent variables as well as 
model the cross-level interactions between levels thereby 
providing a deeper understanding of how constructs mod-
erate as is the case in this study. 

RESULTS 

Given that this experiment focused on decomposing de-
cisions into their parts to identify how SEW plays a role in 
the impact of threshold theory’s decision factors on per-
sistence decisions, the experiment resulted in nested data 
and some general results that correspond with modelling 
nested data. That is, the experimental data contains mul-
tiple lines of data for each participant and was analysed 
with HLM. Scholars note that one of the most important re-
sults multi-level modelling of linear data allows researchers 
to identify is entrepreneurs’ ‘theory in use’ by capturing 
their preferences as they make actual decomposed decisions 
(Lohrke et al., 2010; Shepherd & Zacharakis, 2018). Gen-
erally, the results as outlined below show that family busi-
ness entrepreneurs’ ‘theory in use’ reflects increased weight 
given to non-financial benefits as a decision factor when 
SEW is high. In short, the family business entrepreneurs’ 
‘theory in use’ is consistent with the moderation relation-
ship in our model showing that SEW influences family per-
sistence through threshold theory’s non-financial benefits 
rather than directly. Individual hypothesis results are out-
lined in more detail below. 

Before considering results specifically related to indi-
vidual hypotheses, it is imperative to assess the Intraclass 
Correlation Coefficient (ICC) when analysing nested data. 
Scholars explain that the ICC is ‘theoretically meaningful’ 

because when the ICC is statistically significant, scholars 
can infer that group effects exist for the construct relation-
ships in a focal model (Payne et al., 2014). The ICC for the 
data herein is statistically significant, which indicates that a 
multi-level model is necessary to study the proposed model. 
The ICC for this data is 10.74% providing a pseudo impact 
factor for the importance of moderating higher-level con-
structs in family business entrepreneurs’ persistence deci-
sions. Table 1 shows the means, standard deviations, and 
correlations, and Table 2 shows the results of HLM. 

The results show significant direct effects between ex-
pected financial returns, expected non-financial benefits, 
and the probability of expected outcomes on the decision to 
persist. However, the direct effect of switching costs on per-
sistence is only marginally significant (p = .086). Hypothe-
sis 1a, 1b, and 1c are supported; hypothesis 1d is margin-
ally supported with a p-value below 0.10. These findings are 
consistent with previous research (Holland & Garrett, 2015; 
Ma et al., 2019). These findings are useful to establish the 
statistical significance and directional effect of these deci-
sion attributes at the decision level before proceeding to 
examine the relationships of primary interest here, the in-
fluence of higher-level SEW on persistence, and the inter-
action of SEW with these decision attributes. Even though 
the findings of these decision attributes effect on persis-
tence are similar to those of extant studies, they also pro-
vide an important often-overlooked contribution to litera-
ture, replication. This study directly answers Holland and 
Shepherd’s (2013) call to examine persistence decisions in 
different contexts. Furthermore, replicating the effects of 
these attributes on persistence decisions provides the basis 
for the more interesting predictions that follow, the moder-
ation hypotheses. The effect sizes for the main effects were 
as follows: financial returns have a small effect (0.49), non-
financial benefits have a medium effect (0.54), switching 
costs have a very small effect (0.11) and probability of ex-
pected outcomes has a very small effect (0.24). 

Since this study focuses on the two dimensions of SEW 
that, as previously discussed, are most likely to act as mech-
anisms that influence family business entrepreneurs’ per-
sistence decisions, EA and RFB; we run tests on these two 
measures first. The results show that the correlation of two 
measures of SEW is high, 0.54 (p < .001), thus we ran two 
separate models to avoid multicollinearity. The direct effect 
between persistence and EA was not significant (p = .45). 
The direct effect between persistence and RFB was also not 
significant (p = .59). Therefore, Hypothesis 2 is not sup-
ported. 
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Table 1. Means, Standard Deviations, and Correlations 

Mean SD 1 2 3 4 5 6 7 8 

1. Persist 4.45 2.90 

2. Age 38.11 14.96 -0.03        

3. Experience 1.77 1.68 0.17*** -0.02    

4. Financial Return / / -0.25**    0.00  0.00    

5. Non-Finance Benefits / / -0.27**    0.00  0.00   / 

6. Probability / / -0.12*      0.00  0.00   / / 

7. Switching Costs / / 0.06      0.00  0.00   / / / 

8. Emotional Attachment 5.71 1.32 -0.04        -0.13** -0.13** 0.00 0.00 0.00 0.00 

9. Renewal of Family Bonds 5.51 1.38 0.02      0.02* -0.02    0.00 0.00 0.00 0.00 0.54*** 
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Table 2. HLM Results for Outcome Persistence 

Direct Effect Emotional Attachment (EA) Renewal of Family Bonds (RFB) 

Fixed effects Coefficient (SE) Cohen’s D Effect size Cohen’s D Effect size 

Persistence, β0 

4.45(0.17)*** 4.45(0.15)*** 4.45(0.15)*** 4.45(0.15)*** 4.45(0.15)*** 

0.29(0.06)*** 0.29(0.06)*** 0.29(0.06)*** 0.29(0.06)** 0.10 Very small 0.29(0.06)** 0.10 Very small 

-0.08(0.10) H2 

0.06(0.10) H2 

For financial, β1 

-1.42(0.39)*** H1a -1.42(0.39)*** -1.42(0.39)*** -1.42(0.39)*** 0.49 Small -1.42(0.39)*** 0.49 Small 

For non-financial, β2 

-1.57(0.34)*** H1b -1.57(0.34)*** -1.57(0.34)*** -1.57(0.32)*** 0.54 Medium -1.57(0.32)*** 0.54 Medium 

-0.05(0.02)* -0.05(0.02)* -0.05(0.02)* -0.05(0.02)* 0.02 Very small -0.04(0.02)* 0.02 Very small 

-0.43(0.20)* 0.20 Very small H3 

-0.41(0.19)* 0.14 Very small H3 

For probability, β3 

-0.70(0.27)** H1c -0.70(0.27)** -0.70(0.27)** -0.70(0.27)** 0.24 Very small -0.70(0.27)** 0.24 Very small 

For switching, β4 

0.34(0.19)+ H1d 0.34(0.19)+ 0.34(0.19)+ 0.34(0.19)+ 0.11 Very small 0.34(0.19)+ 0.11 Very small 

-0.02(0.01)* -0.02(0.01)* -0.02(0.01)* -0.02(0.01)+ 0.01 Very small -0.02(0.01)+ 0.01 Very small 

+p < 0.10, *p < 0.05, **p < 0.01, ***p < 0.001 
Cohen’s D effect size scale: 0.00 to 0.29 = very small; 0.30 to 0.49 = small; 0.50 to 0.79 = medium, and over 0.80 = large. 

Intercept, γ00 

Experience, γ01 

EA, γ02 

RFB, γ02 

Intercept, γ10 

Intercept, γ20 

Age, γ21 

EA, γ22 

RFB, γ22 

Intercept, γ30 

Intercept, γ40 

Age, γ41 
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The moderating effect of EA was tested in the first model 
and the moderating effect of the RFB was tested in the sec-
ond model. The results of the first model show that EA sig-
nificantly moderates the relationship between non-finan-
cial benefits and persistence. The effect size is significant 
and very small (0.20). The results of the second model show 
that RFB also significantly moderates the relationship be-
tween non-financial benefits and persistence. The effect 
size is significant and very small (0.14). Smaller effect sizes 
are consistent with cognitive psychology research (Szucs 
& Ioannidis, 2017). Both models capture the moderating 
effects of SEW on the relationship between non-financial 
benefits and persistence. Therefore, Hypothesis 3 is sup-
ported. Specifically, family business entrepreneurs who 
have a higher level of SEW will be more persistent than 
other family business entrepreneurs. The models for each 
level are each specified below. 

Level-1 Model 

Level-2 Model 

Level-1 Model 

Level-2 Model 

DISCUSSION 

To capitalize on the unique context of family businesses, 
scholars have developed the SEW approach based on agency 
theory and prospect theory (Gómez-Mejía et al., 2007). This 
approach is ‘an umbrella under which it is possible to group 
all existing theories and evidence related to explaining why 
family firms behave in a distinctive fashion’ (Berrone et al., 
2012, p. 274). However, research on SEW is still in its in-
fancy, specifically lacking a large body of empirical studies 
prompting scholars to argue that ‘the empirical validation 
of the SEW construct represents a tremendous challenge in 

itself, since it has never been tested directly’ (Cennamo et 
al., 2012, p. 1166). This study addresses this gap in knowl-
edge by empirically testing and validating two dimensions 
of SEW, EA and RFB. The results show that these two mea-
sures are good indicators of SEW. 

When facing attractive alternatives, family business en-
trepreneurs have to make the decision either to persist with 
committing resources to their current business or to take 
action to pursue a new opportunity. Entrepreneurs play an 
important role in persistence decisions. For example, their 
future growth expectations for the business, opportunity 
recognition abilities, and satisfaction with the business in-
fluence the persistence decisions (Murphy et al., 2019). 
Scholars also have found that family business content influ-
ences their persistence decisions (Ma et al., 2019). However, 
scholars have found a mixed result when they use family 
business content as an indicator for financial performance 
(e.g. Mahto et al., 2018; Martin & Javalgi, 2019). This study 
finds that family business entrepreneurs with higher SEW 
are more focused on non-financial benefits. This finding is 
consistent with the literature that SEW is a potential domi-
nant paradigm in the family business field and is an impor-
tant differentiator of the family business as a unique entity 
(e.g., Gómez-Mejía et al., 2018; Kotlar et al., 2018). 

Scholars argue SEW is a primary driver of family busi-
nesses (Berrone et al., 2012; Gómez-Mejía et al., 2007; Kot-
lar et al., 2018). However, due to the lack of direct measure-
ments of SEW, scholars usually use indirect measurements, 
for example, family ownership and management (Gómez-
Mejía et al., 2018; Kotlar et al., 2018). This research ad-
vances the methodology for testing SEW. This study ex-
amined two measures of SEW, EA and RFB. The results 
demonstrate the validity of these two measures as good in-
dicators of SEW. Further, this study has implications for fu-
ture research on family business entrepreneurship showing 
that scholarly understanding can benefit from multilevel 
models; indeed, the significant ICC provides empirical sup-
port for the use of multilevel modelling and decomposed 
decision analysis for family business decisions. 

IMPLICATIONS 

Given that family business entrepreneurs with higher 
SEW tend to give more weight to non-financial benefits 
when deciding whether to persist with or exit their venture, 
future research should assess whether SEW similarly influ-
ences other decisions and whether other family business 
constructs also moderate persistence decisions. Specifi-
cally, does SEW influence decisions related to resource al-
location, hiring, rate of expansion, shared decision making, 
and decision-making speed, to name a few? Furthermore, 
do other important family business constructs with their 
different units of analysis, such as essence of family busi-
ness’s focus on family’s vision and transgenerational intent 
(Chua et al., 1999), familiness’s focus on a family business’s 
unique bundle of resources (Habbershon & Williams, 1999), 
or any other human, social, organizational, or process con-
structs that are nuances of family businesses influence 
which threshold theory factors matter most to persistence 
decisions? 

The Role of Socioemotional Wealth in Entrepreneurial Persistence Decisions for Family Businesses

Journal of Small Business Strategy



Other stakeholders would likely be very interested to 
know that family business entrepreneurs with higher SEW 
give more weight to non-financial aspects of persistence 
decisions. Specifically, the Small Business Administration 
(SBA1) documents concerns about whether emotional at-
tachments in family businesses create hazard concerns re-
lated to child compensation, separating business from plea-
sure, and divergent goals of the family and any external 
capital providers such as banks. It seems reasonable that 
any capital provider would want to know when non-finan-
cial aspects of a decision are given more weight by decision-
makers of one of their investments. Certainly, keeping re-
sources and decisions associated with a business within the 
family can be a good thing, but there are some trade-offs 
that future policy researchers might examine. 

LIMITATIONS 

Although the implications as outlined above are impor-
tant for future research on family business decisions, it is 
equally important to frame them within some limitations of 
this study. First, decomposing a decision into fixed parts has 
benefits as explained above, but it also limits the study to 
only consider decision factors that are specified. However, 
in reality, there may be unaccounted for decision criteria 
that family business entrepreneurs consider when making 
persistence decisions. This reality limits the generalizabil-
ity of the results but does not undermine the results. In-
deed, a great deal of extant research shows that the internal 
validity of conjoint studies holds even when factors are 
fixed to a more narrow set than might be used in all contexts 
(cf. Shepherd & Zacharakis, 2018). Indeed, it is well estab-
lished that conjoint studies have high predictive validity 
even when elements of a conjoint experiment emphasize 
internal validity considerations at the partial expense of 
external generalizability (Green & Srinivasan, 1978). Sec-
ond, the present study only considers one potential moder-
ator, SEW, but it is conceivable, as recommended in our fu-
ture research suggestions above, that other family business 
constructs might moderate persistence decisions. Certainly, 
such a limitation is common especially when first specify-
ing a model to empirically test for a relationship not pre-
viously established empirically. Nevertheless, plausible in-
teractions between potentially influential, and unaccounted 
for, moderators are a limitation of the present study and 
an important consideration for future studies of persistence 
decisions within family business contexts. Third, the pre-
sent study does not specify any normative relationships 
about whether it is economically good or bad that family 
business entrepreneurs with higher levels of SEW give more 
credence to non-financial aspects of persistence decisions. 

Therefore, the findings of the present study mustn’t be in-
terpreted beyond their reach. Fourth, although the findings 
of our study are promising, more studies are needed to fully 
reveal the influence of SEW on persistence decisions. We 
call for more studies on SEW and entrepreneurial persis-
tence, especially longitudinal studies, to improve our un-
derstanding in this field. Fifth, we only tested two dimen-
sions of SEW in our study. In order to further improve our 
understanding of SEW, we call for more studies, especially 
studies on other dimensions of SEW. For example, family 
control and influence, identification of family members 
with the firm, and binding social ties (Berrone et al., 2012). 
We focus on persistence decisions within family businesses, 
but a good stream of future research could be looking at 
the intersection of family business persistence and motiva-
tions to enter markets/regions (Javalgi et al., 2018), mar-
keting capabilities (Martin & Javalgi, 2019), strategic plan-
ning (Rigtering et al., 2017) and entrepreneurial orientation 
(Covin et al., 2020; Palmer et al., 2019; Rigtering et al., 
2017). Finally, as noted in the sample description, our use-
able sample consists of slightly more minority respondents 
that might be expected which may or may not limit the 
generalizability of this study to other demographics of re-
spondents. Our sample is based on members of one Center 
for Entrepreneurship at one university. The findings herein 
provide theoretical logic and empirical support for SEW in-
fluencing persistence through a moderation effect on non-
financial benefits but are limited to that finding as a mech-
anism. Although important, establishing a theoretical basis 
for that mechanism does not allow for normative claims 
thereby limiting the findings of the study. 

CONCLUSIONS 

The findings of this research show that family business 
entrepreneurs with higher levels of SEW are more sensitive 
to non-financial benefits when they make persistence deci-
sions. While the intuition has existed that heightened con-
cerns within family businesses likely drives decisions, how 
such concerns change decision processes had previously not 
been tested or theoretically specified. This study explicitly 
sought out and identified entrepreneurs that were in a fam-
ily business and found that they indeed vary in SEW, and 
we decomposed their live decisions into parts to assess how 
SEW changes persistence decision frameworks. Specifically, 
family business entrepreneurs with higher SEW are rela-
tively more sensitive to non-financial benefits. 
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Appendix A. Measures 

Type Construct Measure Scaling 

Dependent 
Variable 
(Level 1) 

Persistence 

What is the likelihood that you will continue with your current business? 
9-point 
Likert 

Independent 
Variables 
(Level 1) 

Attractiveness of Alternatives 

Financial returns: higher/lower for your current business than the alternative. -.5, .5 

Probability of expected outcomes: higher/lower for your current business than the 
alternative. 

-.5, .5 

Non-financial benefits: higher/lower for your current business than the alternative. -.5, .5 

Switching costs: high/low -.5, .5 

Moderators 
(Level 2) 

SEW: Emotional Attachment of Family Members 7-point 
Likert 

Emotions and sentiments often affect decision-making processes in my family business. 
(Ruled out) 
Protecting the welfare of family members is critical to us, apart from personal 
contributions to the business. 
In my family business, the emotional bonds between family members are very strong. 
In my family business, affective considerations are often as important as economic 
considerations. 
Strong emotional ties among family members help us maintain a positive self-concept. 
In my family business, family members feel warmth for each other. 

SEW: Renewal of Family Bonds to the Firm through Dynastic Succession 7-point 
Likert 

Continuing the family legacy and tradition is an important goal for my family business. 
Family owners are less likely to evaluate their investment on a short-term basis. 
Family members would be unlikely to consider selling the family business. 
Successful business transfer to the next generation is an important goal for family 
members. 

Controls 
(Level 2) 

Age 

Interval 

Experience 

How many companies have you founded in your lifetime? Interval 

Appendices 

Appendix B. Scenario Description Example 

Respondents were shown 8 orthogonally balanced sce-
narios and given the following instructions: 

Instructions that preceded the 8 orthogonally balanced 
scenarios: 

In this section, you will be presented with 8 hypotheti-
cal alternatives to your current business. While consid-
ering each profile, please: 

• consider your primary business in which you spend 
the majority of your time. 

• assume that you only have the resources to either 
continue with your current business OR change to 
the alternative, but NOT both. 

• think of the alternative as operating in a similar in-
dustry and economy as your current business. 
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Example Scenario (respondents evaluated a total of 8 such scenarios) 
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