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Abstract: Many studies have called for more research and increased knowledge about Family
Businesses (FB), notably their sustainability. This work aims to reduce this limitation through
a narrative literature review and thus contribute to knowledge about FB’s compliance and
sustainability design. The results suggest that interest in sustainability practices is growing but
still low, and implementation is challenging. This work presents scientific contributions,
notably to the Theories of Vision Based on Resources, Dynamic Capabilities, and Stewardship.
At the same time, it contributes to the operationalization of FB, as they can design their
sustainability practices and compliance strategies similar to those of others. The value of this
work culminates in the original proposal of a framework identifying the leading information
representative of the main challenges for the sustainability of FB.

Keywords: family business; sustainability; compliance

Copyright © 2024 by author(s).
Journal of Infrastructure, Policy and
Development is published by EnPress
Publisher, LLC. This work is licensed
under the Creative Commons
Attribution (CC BY) license.
https://creativecommons.org/licenses/
by/4.0/

1. Introduction

Literature has increasingly highlighted the importance of Family Businesses (FB)
in terms of their contribution to the economy, job creation, and, consequently, wealth
creation (Miroshnychenko et al., 2022; Rovelli et al., 2022; Ratten, 2023).

FB’s idiosyncratic characteristics influence its strategies for compliance and
sustainability, as it involves diverse cultures and management approaches (Behringer
et al., 2019). The family and the business function as two interdependent subsystems,
and achieving alignment between their objectives is essential for the company’s
success.

The literature has highlighted the difficulty of FB in adapting to compliance
practices (non-compliance) (Kabbach de Castro et al., 2017). A strong culture of trust
characterizes FB, and they have great difficulty following regulations, often
considering them superfluous, which can condition their existence (sustainability)
(Behringer et al., 2019).

Compliance practices regarding sustainability in FB are based on substantial
responses and impression management strategies (Wu et al., 2022).

The substantial response strategy is focused on actively minimizing pollution
through innovations and practical applications that bring measurable environmental
benefits to the company (Cadez et al., 2019; Wahyuni and Ratnatunga, 2015;
Wakabayashi, 2013). For example, many environmentally oriented companies invest
in developing new products, technologies, processes, or designs that enhance
sustainability and reduce environmental impact. This might include creating eco-
friendly materials, implementing waste reduction technologies, or enhancing energy
efficiency in manufacturing processes.
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On the other hand, impression management strategies seek to influence
stakeholders’ perceptions by portraying the company positively without necessarily
making significant environmental contributions (Bolino et al., 2008; Cho et al., 2010;
Perks et al., 2013). For instance, companies may engage in public charitable donations,
sponsor environmental events, or invest in corporate foundations as part of a green
image campaign. Without substantial environmental impact, these activities can boost
the company’s external reputation, including its family or brand prestige (Monfort and
Villagra, 2016; Monfort et al., 2021; Nyberg and Wright, 2012). Additionally, funding
for environmental awards or sustainability certificates and selective reporting of
environmental metrics are other ways impression management can shape perceptions.

Many studies have called for more research and increased knowledge about FB,
particularly about its sustainability (Jamil et al., 2023; Lyons et al., 2023; Wu et al.,
2022). In this sense, this work aims to reduce this limitation and thus contribute to
knowledge about FB’s compliance and sustainability.

In this way, through a narrative review of the literature, we analyzed how the FB
compliance strategy is structured and how its sustainability is designed.

The narrative review methodology is an analytical approach that synthesizes
several primary studies. It allows conclusions to be drawn systematically and proves
relevant for describing and discussing the development or “state of the art” of a
specific subject from a theoretical or contextual point of view.

A narrative review enables the exploration of in-depth information, making it
well-suited to capture a holistic understanding of a phenomenon (Dochy et al., 2003;
Pawson, 2002).

Once this methodological premise was established, the narrative literature review
was conducted. Initially, the Scopus and WoS databases were accessed. The keywords
“Compliance”, “Sustainability”, and “Family Businesses” were defined, which
allowed the identification of relevant works that explored compliance and
sustainability in FB. Therefore, all the selected articles’ abstracts were previously
analyzed to ensure they were related to the theme. The conclusions of the analysis that
contributed to the theoretical foundation and integration of this work and its results
were summarized and synthesized.

This approach thus allowed a qualitative interpretation of prior knowledge
(Sylvester et al., 2013), which allowed us to synthesize (Davies, 2000; Green et al.,
2006) the interaction of compliance and sustainability in FB and identify the main
challenges.

Based on the literature review’s analysis, the challenges in implementing
compliance and sustainability in FB include stakeholder involvement, natural resource
management, implementation of sustainable policies, management as a basis for
corporate social responsibility, legislation, corporate governance practices,
succession, and commitment.

According to Jamil et al. (2024), FB views sustainability as a complicated activity
that must be simplified.

In this way, and following the research of these authors (Jamil et al., 2024), this
study presents itself as a contribution to academia and, in practical terms, companies
for identifying a set of categories and dimensions that need to be considered to
guarantee the sustainability of FB.
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The value of this work culminates in the original proposal of a framework that
identifies the main dimensions that constitute the main challenges for the sustainability
of FB.

Finally, and given the topic’s relevance, lines of future research are suggested to
increase the effectiveness of sustainability and compliance initiatives in the
configuration of FB.

2. Theoretical framework

The literature has shown that the development of theories on FB needs to be
improved, especially in describing sustainability through strategic entrepreneurship
(Jamil et al., 2024; Kragl et al., 2023; Nulleshi, 2022).

Among the most used theoretical approaches used in the literature to characterize
FB, the following stand out: the Socioemotional Health theory (SEW) (Brigham and
Payne, 2019; GAnez-Mej met al., 2007; Nason et al., 2019), the Resource-Based View
theory (RBV) (Chrisman et al., 2005; Fern&ndez and Nieto, 2005; Graves and Thomas,
2006; Merino et al., 2015), the Dynamic Capabilities Theory (Filser et al., 2019; Kraus
et al., 2018; Mahto et al., 2010; Zellweger et al., 2013) and the Stewardship theory
(Breton-Miller et al., 2011; Miller and Breton-Miller, 2006).

By integrating these theories, FB can balance tradition and innovation, serving
family and stakeholder interests while maintaining their relevance and
competitiveness in the market. These lines of thought show that FB makes strategic
decisions that go beyond financial objectives, ensuring that the business is passed on
to the next generation in an integral way and by family values.

2.1. Socioemotional wealth theory

The Socioemotional wealth Theory (SEW) highlights the importance of
“socioemotional wealth”—the emotional and identity value the FB represents for
family members (Brigham and Payne, 2019; GAGnez-Mej & et al., 2007; Nason et al.,
2019). This concept explains how preserving the legacy and protecting emotional
capital drives strategic decisions in sustainability and compliance.

SEW suggests that FB often adopts sustainability practices to maintain and
protect its emotional capital, avoiding activities that tarnish its reputation or harm
future generations (Chrisman and Patel, 2012; Génez-Mej R et al., 2007).

In addition, to avoid damage to their socioemotional wealth, FB maintains strict
compliance practices, seeking to protect the family name and ensure that the company
follows regulations ethically and responsibly (Carlo and Francesco, 2016; Wu et al.,
2021b).

Most FB, especially those in emerging markets, need help responding to the
growing public demand for environmental responsibility. Their ability to adopt
responsible environmental practices is limited by technological deficiencies, a lack of
financial and human resources, and poorly developed corporate governance. Factors
such as the lack of adequate processing and environmental management equipment
also hinder their effective response to the challenges of environmental responsibility
(Faller and Zu Knyphausen-Aufsef3 2018; Reid and Toffel, 2009; Wu et al., 2022).
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2.2. Resource-Based view theory

The RBV theory argues that resources, whether assets, capabilities, information,
knowledge, and processes, are a source of competitive advantage (Barney, 1991,
Oyadomari, 2008). To sustain this competitive advantage, the company must acquire
and maintain non-substitutable, rare, valuable resources and capabilities that are
challenging to copy and be receptive to this absorption and application (Barney, 1991,
1994, 2002).

Chirico et al. (2012), in a study carried out in Italian FBs, concluded that the
capacity and experience acquired through more excellent managers’ participation in
generational cycles contribute to company development. These authors thus highlight
the RBV lens on FBs’ competitive advantage.

The family is an intangible resource of great value for FB, and their interaction
enhances and creates skills that contribute to the construction of competitive
advantages (Danes and Stafford, 2011; Hamel and Prahalad, 1990; Teece et al., 1997).

From this relationship, the concept of familiness arises from the interaction of
family members in creating abilities and skills (Habbershon and Williams,1999).

Chrisman et al. (2003) argue that the resources and skills generated by family
interaction contribute to sustaining RBV. These authors also highlight a clear
differentiation in the construction of capabilities and competencies of FBs compared
to non-family companies.

2.3. Dynamic capabilities theory

According to Bleady et al. (2018), the dynamic capabilities theory is a
consequence of RBV in that it is a reaction against the inability to develop resources
and capabilities to face rapidly changing environments.

The practical application of this theory can be considered a source of competitive
advantage (Teece et al., 1997) since dynamic ca

pabilities are processes that allow companies to integrate, organize, and
reconfigure their resources and capabilities and thus achieve sustainable competitive
advantages and superior performance in rapidly changing environments (Bleady et al.,
2018).

Given the increasingly dynamic markets, companies, namely FBs, find
themselves obliged to keep up with these changes (Wang, 2016). Dynamic capabilities
are identified as a factor that largely contributes to sustainable performance, as they
adapt and manage all their resources and processes to ensure sustainable pursuit
(Eisenhardt and Martin, 2000; Teece et al., 1997; Teece, 2007; Wang, 2016).

The literature on FB (Filser et al., 2019; Kraus et al., 2018; Zellweger et al., 2013)
shows that these companies demonstrate strong dynamic sustainability capabilities
since, in addition to the desire for economic sustainability, they value other aspects
such as social equity and environmental quality, social responsibility, justice, respect,
trust and truth (Blodgett et al., 2011), and non-economic achievements, such as the
satisfaction of family members with the business performance and business continuity
(Mahto et al., 2010; Mahto et al., 2014).

Research on specific dynamic sustainability capabilities is scarce in FB (Tiberius
et al., 2021). Still, some studies reveal that family social capital positively influences
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the development of dynamic capabilities Chirico et al. (2012). However, the
development of dynamic capabilities can be hampered by “family inertia” (Chirico
and Nordqvist, 2010) and paternalism (Chirico et al., 2012) and also by excessive
family influence that can harm innovation capabilities (Camison-Zornoza et al., 2020;
Casado-Belmonte et al., 2021).

2.4. Stewardship theory

Stewardship theory focuses on managers. They assume a position of more
excellent reliability, avoiding resource waste as much as possible. They aim to act in
the company’s interests, achieving greater returns and profits.

Stewardship theory defends the idea that managers will act ethically and in the
best interests of shareholders as long as they are appropriately motivated and
supervised. However, the practical application of this theory may vary depending on
organizational culture, governance structure, and other contextual factors (Menyah,
2013).

Based on this theory, Craig and Dibrel (2006) concluded that FBs encourage
more innovation, thus increasing their financial performance and effectiveness
compared to non-family companies.

According to Miller (2008), in FB, stewardship theory focuses on three positions:
(1) management through continuity; (2) with employees; and (3) with customers.

Continuity management (1) focuses on the longevity of the company, or that is,
in your survival, the far-away term for the generations coming ones. A stewardship
related to employees; (2) refers to the commitment of employees to long-term
relationships with the company, for example, through motivation strategies. Finally,
management aimed at customers; (3) approaches the rapprochement of relationships
between the company, thus creating loyalty between stakeholders and extendable to
other stakeholders with the company (Arregle et al., 2012; Sirmon and Hitt, 2003).

In this way, the stewardship theory can broadly support the compliance strategy
and sustainability design of FBs.

3. Family business

FBs have aroused the curiosity of researchers because they are characterized as a
type of organization considered unique and complex (Lee, 2006; Lindow et al., 2010),
mainly due to the lack of conceptual clarity regarding the fusion of family and business
(Rantanen and Jussila, 2011).

Over time, many definitions have been presented of the form of mastering the FB
concept (Arosa et al., 2010; Gonzdez et al., 2013; Miller et al., 2007).

However, the difficulty persists, as it is not easy to present a definition (Chrisman
et al., 2005), mainly because there are several alternatives for combining elements
(family and business), which makes it difficult to operationalize the topic (Frezatti et
al., 2017).

The main distinction between FB and non-family businesses is the family
involvement that is expected to be maintained in future generations to build a family
legacy (Chrisman and Patel, 2012; Garc B-Sanchez et al., 2018; Wu et al., 2022).
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According to Chua et al. (2004), it is essential to evaluate the family’s
involvement in ownership and management and to evaluate the potential for
succession (ownership vs. management) not to occur jointly; in this way, it is possible
to classify and differentiate FB from non-family companies.

Among the various definitions of FB presented in the literature, the definition by
Chua et al. (1999) stands out, which has served as inspiration for several studies
(Frezatti et al., 2017; Roque and Alves, 2023; Zellweger et al., 2011):

A family business is governed and/or managed by a dominant coalition

controlled by members of the same family or a small number of families intending

to shape and pursue the vision of sustaining the business sustainably across
generations of the family or families.

From the analysis of this definition, the term “sustainable” stands out,
presupposing here the definition of compliance and sustainability design to guarantee
the continuity of these companies.

The literature argues that FBs have distinctive characteristics compared to non-
family businesses and calls for more research on promoting their growth and
sustainability (Jamil et al., 2024; Soares et al., 2021).

4. Compliance and sustainability in family business

Compliance management practices represent a cornerstone of corporate
monitoring in companies’ overall management, risk, and compliance structure
(Behringer et al., 2019; Sheedy and Griffin, 2018).

The term “compliance” can be understood as the act or state of complying with
norms, laws, or regulatory requirements based on contractual, social, or cultural
standards (Duggal et al., 2024).

It is the process of meeting multiple requirements and procedures that can be
defined internally or externally (Amundrud and Aven, 2015) and influence individual
behavior collectively within an organization (Lu et al., 2008).

FB, generally characterized by a strong culture of trust, usually need help
following regulations, often considering them superfluous, neglecting governance
practices through them, and thus considerably weakening their business and
conditioning its existence (Behringer et al., 2019).

Therefore, FBs must implement compliance practices to guarantee monitoring
and compliance that leads to sustainability (Chen et al., 2021).

In FB, compliance promotes transparency, integrity, and ethics, which are
fundamental for maintaining reputation and preventing conflicts (Goel and Shawky,
2009; Spencer and Gomez, 2018; Salvioni and Lazzarini, 2018).

For FBs, compliance is an essential practice that contributes to corporate
governance practices and risk reduction. According to Tanewski and Bartholomeusz
(2006) and Kellermanns et al. (2008), FBs that neglect the relevance of reasonable
corporate governance risk weakening the company and putting its existence at risk.

Compliance can help create transparency, avoid financial and reputational
damage, shape management behavior, promote trust in employees, and create
recognizable controls that can provide security (Paine, 1994). Additionally, complying
with applicable company regulations can help FBs balance compliance needs with
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their unique values and cultures, allowing them to maintain their identity while
complying with applicable laws and regulations.

As an intersection with the definition of compliance comes the definition of
sustainability.

Sustainability has several interpretations and dimensions that relate to
multifaceted areas or fields (Boyer et al., 2016; Boons and Ludeke-Freund, 2013;
Ghadimi et al., 2012; Preghenella and Battistella, 2021; Rantala et al., 2017; Ritala et
al., 2018; Waas et al., 2011).

It is defined as the ability to maintain or improve the state and availability of
materials, resources, or ideal conditions in the long term (Wu et al., 2022). It can be
developed through basic skills, opportunities, risk management, different resources,
and business growth, among other things (Sambhanthan et al., 2017).

From the FB point of view, sustainability can be defined as the company’s ability
to operate in an ecological, social, and fair way and economically viable in the long
term, where, for example, the company’s survival over time is interpreted (Hegarty et
al., 2020; Ludeke-Freund, 2020; FBs are guided by longevity and succession (legacy)
and therefore have the autonomy to apply sustainable practices, incorporating them as
part of their central strategy and not just as a response to external pressures (Miller
and Le Breton-Miller, 2017) determined strictly for compliance practices.

The literature has shown that the sustainability rate of FB is low (Ferreira et al.,
2021; Olson et al., 2003; Wagar et al., 2020), and it depends on the cultural and
geographic context (Stamm and Lubinski, 2011) of the value and size of the FB and
also the environment (Broccardo et al., 2019; Ropegja, 2016). Despite this, the
literature shows that FBs are always more focused on long-term orientation toward
business sustainability than non-family companies (Moss et al., 2014).

King et al. (2022) concluded that FBs must demonstrate financial responsibility
and actively restructure themselves as the family and the company evolve to survive
in the long term, thus corroborating the dynamic capabilities theory.

It has been mentioned that the family and family relationships, with the
interaction of non-family groups, can hinder the development of sustainability
(Astrachan, 2010). The truth is that compliance practices and sustainability strategies
require the reconciliation of family values, which must be based on communication
and collaboration between all members to achieve the outlined objectives (Hielb and
Auer, 2020).

One of the works that stands out most in the study of FB is that of Ferreira et al.
(2021). In their bibliometric study, these authors present that sustainability in FB can
be grouped into four different clusters: (1) capital; (2) strategy; (3) social
responsibility; and (4) succession.

However, a more detailed literature analysis allows us to identify a fifth
dimension: family commitment and cohesion (Magrelli et al., 2022).

In this sense, it is assumed that the main dimensions of compliance and
sustainability in FB are:

(1) family capital (Danes et al., 2009; Stafford et al., 2013; Werbel and Danes, 2010;

Yuan et al., 2007; Zachary et al., 2011);
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(2) strategic planning (Danes et al., 2009; Mazzola et al., 2008; Olson et al., 2003;
Vrontis et al., 2016; Ward, 1988; Westhead and Howorth, 2007; Zellweger et al.,
2013);

(3) the adoption of strategic actions which corroborate Social Responsibility
(Delmas and Gergaud, 2014; Fitzgerald et al., 2010; Long and Mathews, 2011;
Le Breton-Miller and Miller, 2016; Niehm et al., 2008; Sharma and Sharma,
2011);

(4) succession, or succession planning (Achleitner et al., 2014; Cavicchioli et al.,
2018; Janjuha-Jivraj, 2003; Khan et al., 2015; Sharma et al., 2003; Suess-Reyes
and Fuetsch, 2016); It is

(5) commitment through family commitment and cohesion (Magrelli et al., 2022).
Capital in FB (1) can be defined as the total family resources composed of human,

social, and financial capital (Danes et al., 2009). Danes et al. (2009) found that family

capital significantly contributes to the performance and sustainability of FBs.

Regarding strategic planning (2) Glover and Reay (2015) identified four
strategies for the sustainability of FB: business diversification, debt maximization,
sacrifice of family needs, and commitment.

The company’s adoption of strategic actions (3) mainly includes and reflects
social responsibility and, by extension, environmental responsibility.

Substantial changes with new ways of integrating science, technology, and
innovation can achieve sustainability commitment (Walsh et al., 2020). This adoption
of responsibilities thus conditions decision-making that benefits not only the financial
results but also the long-term health of the company and its reputation.

Concerning succession (4), sustainability is considered at an organizational level
to meet current needs but cumulatively to prepare future generations with the
capabilities to respond to their needs. In FB, the family bond based on
transgenerational control with future generations promotes sustainable practices
(Delmas and Gergaud, 2014)

To this end, FB must identify successors who are committed to the organization’s
values and objectives and who simultaneously have skills that allow them to ensure
compliance and sustainability (Nordqvist et al., 2020).

Finally, commitment must be effectively guaranteed through family commitment
and cohesion (5) to ensure sustainability (Magrelli et al., 2022). The application of the
stewardship theory is vital here as management through continuity must be promoted,
promoting longevity from the company and the long-term commitment of family and
employees while simultaneously encouraging management aimed at customers,
creating loyalty for everyone (Arregle et al., 2012; Sirmon and Hitt, 2003).

Integrating these sustainability elements in managing an FB contributes to
constructing a more resilient, ethical organization capable of facing contemporary
challenges and promoting continuity and success over time.

The truth is that given EB’s idiosyncratic characteristics (Chrisman et al., 2003;
Dyer, 2006; Duréndez et al., 2011; Quinn et al., 2018), sustainability can be
conditioned, as internal conflicts and agency costs may arise. Socio-emotional factors
can also be an obstacle (Astrachan and Pieper, 2021; Kansikas et al., 2012; Le Breton-
Miller and Miller, 2016; Stafford et al., 2010; Zellweger et al., 2012), thus
corroborating SEW theory.
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4.1. Compliance and sustainability: Challenges on family firms

After analyzing the literature, it is possible to identify eight categories: (i)
Stakeholder involvement; (ii) Natural resource management; (iii) Sustainable policies;
(iv) Corporate social responsibility; (v) Legislation (vi) Corporate governance; (vii)
Sustainable business succession and (viii) Commitment, which are presented as the
main challenges in implementing compliance and sustainability in FBs.

4.1.1. Stakeholder involvement

Sustainability has proven increasingly crucial for stakeholders (Baah et al.,
2021). These provide essential resources to the company but have specific information
needs, which forces companies to create transparent and flexible sustainability reports
to serve the most significant number of needs (Bandei et al., 2021; Tiron-Tudor et al.,
2020).

The involvement of stakeholders (investors, employees, or customers) in FBs and
their contribution to sustainability is challenging, as they present a unique set of values
and priorities that may conflict with FBs’ interests (Elbaz and Laguir, 2014) and
condition their strategy and CSR.

The challenge is that FBs define the long-term strategy supported by succession.
However, stakeholders may prioritize short-term financial gains or specific
commercial and financial results.

Therefore, succession planning is fundamental to ensuring sustainability.
Stakeholders are concerned about the competence and capabilities of the next
generation in ensuring the company’s continuity, which can affect their confidence in
the long-term prospects.

On the other hand, FB stakeholders are concerned about the decision-making
process, which generally focuses on family members. FBs can be more risk-averse due
to the protection of assets and family legacy, which could be an obstacle to the
involvement of stakeholders who wish to invest and seek to take risks in the market
(Morley, 1998).

Another area for improvement in the involvement/relationship with stakeholders
is the need for more communication (Morley, 1998). Communication in FB is mainly
carried out informally, which can lead to distrust on the part of stakeholders. Thus, the
solution involves transparency in accountability, transparency in sustainable practices,
and clarity in communication (Campopiano and De Massis, 2015). It also consists of
the need for integrated reports that address financial indicators and social and
environmental impacts.

Roberts (1992) studied stakeholder theory and concluded that there is a link
between the influence of stakeholders in companies and the disclosure of corporate
social responsibility. According to Peng and Isa (2020), this theory states that the
better the management of the company’s relationships with stakeholders, the more
successful it will be over time.

Resistance to change is another constraint highlighted in engagement with
stakeholders. Adaptation is an imposition in the face of such volatile markets, and
some stakeholders may demand adaptations and even suggest technological advances
that they consider essential for sustainability. Adopting more sustainable practices can
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be perceived as a disruptive change, especially if it involves restructuring operational
processes.

Therefore, the relationship between stakeholders and FB is a challenge, which is
why the category of “Stakeholder involvement” is implied in the literature, in which
the contribution of stewardship theory (Miller, 2008) and SEW theory (GAmez-Mej &
et al., 2007) stands out and where values and objectives are shared, promoting
compliance and sustainability practices at the level of strategy and Social
Responsibility (Ferreira et al., 2021).

4.1.2. Natural resource management

A company’s natural resources are elements of nature used in the production
process or business operation. These resources can be renewable or non-renewable
and are essential for company operation. Natural resources include raw materials used
in producing goods, energy to power production processes, land and natural areas, and
biological resources.

FBs face specific challenges regarding sustainability and management of natural
resources since, in many companies, the property itself is the supplier of many of these
resources, and there may be control or a sense of ownership that makes sustainable
management unfeasible.

Furthermore, there is a need for more understanding of the environmental impacts
of commercial operations. Therefore, education, training, and awareness are crucial to
ensure that all family members and employees understand the importance of
sustainability.

According to Wu et al. (2022), it is very challenging for FB to adequately respond
to public awareness about environmental issues, including managing natural
resources. The solution often involves adopting a strategy of substantial responses and
impression management (Wu et al., 2022).

The substantial response strategy aims to reduce pollution based on innovations
and applications that impact the company (Cadez et al.,, 2019; Wahyuni and
Ratnatunga, 2015; Wakabayashi, 2013). For example, in environmental companies,
there is an investment in developing new products, technologies, processes, or designs.

The adoption of impression management strategies is a technique that artificially
influences the perceptions of interested parties (Bansal and Clelland, 2004; Bolino et
al., 2008; Cho et al., 2010; Perks et al., 2013) that is, is; it aims to influence
stakeholders without a substantial contribution to the company’s environmental
approach (Bolino et al., 2008; Cho et al., 2010; MacKay and Munro, 2012; Nyberg
and Wright, 2012; Talbot and Boiral, 2015), such as charitable donations, or the impact
of investment in corporate foundations (Monfort et al., 2021; Monfort and Villagra,
2016) thus increasing external family reputation (Gomez-Mejia et al., 2010; Naldi et
al., 2013; Wu et al., 2022).

In this sense, natural resource management challenges compliance and
sustainability practices at the strategic and Social Responsibility levels (Ferreira et al.,
2021), incorporating what is supported by the SEW, RBV, Dynamic Capabilities, and
Stakeholders theories.

10
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4.1.3. Sustainable policies

As already mentioned, an FB’s main objectives are to guarantee ownership,
management, and succession so that the designed strategy guarantees the company’s
long-term sustainability.

According to Baumgartner (2014), the sustainability practices adopted by FBs
target success, innovation, and profitability. Significant investments, that is,
substantial short-term financial resources, are often necessary to achieve these
objectives. In this way, FBs can face substantial financial challenges.

Furthermore, changing strategies that include the company’s values and
principles can improve success and internal relationships.

Olson et al. (2003) suggest in their study that FB should look for methods to
increase success, such as reducing the bad family environment that may sometimes
arise and temporarily hiring people to help in the most challenging times. Thus, the
strategy should align with the company’s needs.

Concerning stakeholders, it is necessary to clarify which the company can decide
proactively and voluntarily and seek sustainability principles and practices that benefit
specific categories of stakeholders (Freeman and McVea, 2001).

Delmas and Gergaud (2014) argue that sustainable practices are developed
through learning stimulated by present needs, through which the knowledge necessary
to help them in the future is learned and transmitted to future generations.

Non-family companies are less involved in the commitment to sustainable
practices than FB (Berrone et al., 2010). This is because FB is committed to family
presence.

On the other hand, the larger the company, the more dispersed the impact of
sustainability will be. It depends on information that disappears due to the size of the
companies, which is seen less in small and medium-sized FBs.

Owners, shareholders, and managers also consider FBs’ image and reputation in
compliance with sustainable practices. In this way, they seek to avoid practices that
could affect their name in the business market and guide their strategy around
sustainability, thus guaranteeing their reputation (Dyer and Whetten, 2006).

Finally, more expertise in sustainability is needed to define sustainable policies
and understand the long-term benefits that can result from these initiatives.

Therefore, adopting sustainable policies presents a challenge to compliance and
sustainability practices at the level of strategy and Social Responsibility (Ferreira et
al., 2021), where several assumptions supported by SEW theory and Stakeholder
theory will have to be taken into account

4.1.4. Corporate social responsibility

Sustainable development is fostered by the existence of Corporate Social
Responsibility (CSR) (Barnett et al., 2019; Cho et al., 2015; Dyduch and
Krasodomska, 2017; Michelon et al., 2014; Matuszak and Rozanska, 2017; Ordonez-
Castarp et al., 2021).

CSR is defined as the form of management that is characterized by the company’s
ethical and transparent relationship and also by the establishment of goals that promote
sustainable development, preserving environmental and cultural resources for future
generations, respecting diversity, and promoting the reduction of social inequalities
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(McWilliams and Siegel, 2001). According to the European Commission (2011), CSR
is defined as the responsibility of companies towards their impact on society.

This is, therefore, companies’ contribution to sustainability (Ord&fez-Castaf et
al., 2021). Interest in CSR in companies is essential for sustainable development and
the companies’ performance, depending on the interests of different stakeholders
(Baah et al., 2021).

There is no single definition of CSR in FB. CSR is related to the interests of
owners and managers, employees, customers, society, and the environment, as these
are managed long-term and are thus correlated with sustainability in FB. Remember
that FBs have a long-term objective, guaranteeing that the business will be passed from
generation to generation, which is why they support responsible succession
management, where the aim is merit and competence for the company’s continuity.

Another CSR challenge is mediation in conflicts of interest that arise in FB.
Companies that have CSR practices applied can improve their reputation and image
in the market (Giner and Ruiz, 2020) and can reduce potential conflicts of interest and
thus increase the trust of all stakeholders, here corroborating the stewardship theory
where closer relationships are encouraged, creating loyalty between stakeholders
(Arregle et al., 2012; Sirmon and Hitt, 2003). Thus, CSR presents itself as another
category that challenges compliance and sustainability practices, especially at the level
of Social Responsibility (Ferreira et al., 2021).

4.1.5. Legislation

The growing relevance of environmental standards highlights the need for
companies (including FBs) to be aware of laws related to waste management,
emissions, and other environmental impact factors (Lin and Zhao, 2023), thus
promoting environmental compliance (Wu et al., 2021a, 2022).

The implementation of sustainable practices goes far beyond mere compliance
with standards. In addition to ensuring conformity, that is, compliance, these practices
contribute significantly to improving the company’s reputation (Goel and Shawky,
2009; Spencer and Gomez, 2018; Salvioni and Lazzarini, 2018).

When consumers and investors increasingly value social and environmental
responsibility, adopting sustainable business practices can lead to competitive
advantages (Porter and Kramer, 2011).

Legal and environmental compliance is an ethical obligation and an effective risk
management strategy (Wu et al., 2022). Therefore, the adoption of these practices
maximizes FB’s advantage in remaining sustainable in the long term. Compliance
contributes to mitigating risks associated with legal problems and potential financial
penalties. Establishing robust internal processes to monitor and ensure compliance is
essential to long-term sustainability.

Compliance with legislation and environmental considerations must be
considered a task integrated into the overall business strategy. This approach ensures
that legal compliance and environmental responsibility are not just requirements but
essential elements for the long-term success of the FB (Nordgvist and Melin, 2010).

The main challenges facing FBs are the complexity of existing legislation and the
costs associated with compliance with the rules. To achieve this, companies must

12



Journal of Infrastructure, Policy and Development 2024, 8(13), 9635.

adopt permanent compliance practices, minimizing non-compliance risks (Wu et al.,
2022).

Ensuring all employees, including family members involved in the business, are
fully informed about relevant legislation and best environmental practices. To this end,
investment in training contributes to developing a more conscious and responsible
workforce (Delmas and Toffel, 2008; Hillary, 2004).

Effective communication of the company’s commitment to legal compliance and
environmental responsibility is vital. Transparency regarding the company’s efforts
reinforces trust between customers, suppliers, and stakeholders, thus increasing the
company’s reputation (Luo, 2019; Wu,2021a).

Notably, the Legislation presents itself as a challenge to compliance and
sustainability practices, especially at the strategic level (Ferreira et al., 2021)
contributing to Stakeholder and SEW theory.

4.1.6. Corporate governance

Corporate governance is a complex phenomenon in FBs because two interactive
systems exist in these companies: the family and the business (Castro et al., 2017;
Sarbah et al., 2016).

Family conflicts are one of the biggest obstacles to FB’s sustainability, as they
can affect the decision-making process. As mentioned, family members may have
different priorities about sustainability, leading to strategy conflicts.

Corporate governance can help alleviate conflicts in FBs by introducing
transparency standards, appointing boards of directors, and the presence of
independent directors (Castro et al., 2017). These practices help separate ownership
from control of the company, specifying the political direction of the company and
outlining the responsibilities and roles of each family member involved in the
company. Furthermore, corporate governance can help improve trust among
shareholders and stakeholders by providing greater transparency about company
management, auditing, and financial disclosure (Chrisman et al., 2010; Miller and Le
Bretton-Miller, 2006).

Corporate governance policies can simultaneously assist in succession, as family
disunity inevitably leads to inefficient management. Thus, corporate governance
supports succession (Poza and Daugherty, 2013; Ward, 2011) and transparently
promotes its planning without undermining the capabilities of successors at the
academic and technical level to face future challenges (Castro et al., 2017).

However, it is noteworthy that the need for more professionalization of the
family’s staff is a significant obstacle to succession within the family and, in a certain
way, to the company’s continuity (Chrisman, et al., 2005; Le Breton-Miller, et al.
2004).

In this way, corporate governance presents itself as a challenge to compliance
and sustainability practices at the level of Capital and FB Strategy (Ferreira et al.,
2021), thus corroborating the SEW theory’s defense.

4.1.7. Sustainable business succession

FBs effectively generate wealth and employment for many economies (Astrachan
and Shanker, 2003; Rexhepi et al., 2017; Ramadani, 2017).
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Succession is identified as one of the most critical processes in the life cycle of
an FB (Morris et al., 1997; Rydvalova and Antlova, 2020; Wang et al., 2000), as the
process of changing the family structure, the transmission of wealth, rights, the
training that is necessary to be transmitted to successors, affects the management,
performance, value and even the survival of the company (Bennedsen et al., 2007;
Diwisch et al., 2009; Ghee et al ., 2015).

Problems usually arise when the purposes or objectives of the company’s founder
are different from those of the successor, and here, the company’s long-term viability
is called into question. On the other hand, when there is an agreement between
members, and there are emotional connections with the company as precepted by the
stewardship theory (Davis et al., 1997; Morck, 1988), risks are reduced in the long
term, and sustainability (Miller and Breton Miller, 2006; Sciascia and Mazzola, 2008).

The role of the founder/CEO is vital, as this can help the successor acquire
intangible resources such as trust, social interactions, and competitive advantages that
are difficult to copy (Liu and Jiraporn, 2010) but are only sometimes lasting.
Therefore, succession requires adaptation to the company structure. In this way, the
significant contribution of the RVB theory and the theory of dynamic capabilities
stands out at this stage.

Several factors govern the challenges faced by FBs with sustainability and
sustainable business succession. Among these, it stands out that there is a sustainable
organizational culture, which translates into the effective transmission of sustainability
values in the organizational culture, which requires specific communication and
knowledge management strategies. Cumulatively, leadership development programs
emphasize sustainable aspects to prepare future successors (Dhaenens et al., 2018).

Successors must promote a balance between profit and sustainability. That is,
they must allow the existence of business models that integrate financial and non-
financial indicators to balance short—and long-term interests. Therefore, they must
also encourage the integration of sustainability into management systems, which can
facilitate decision-making in line with sustainable objectives.

Therefore, and in accordance with the recommendations of SEW theory,
successors must be prepared based on education and knowledge of sustainable
practices and leadership skills, without forgetting approaches that encourage co-
leadership between generations, facilitate the transition of values and knowledge, and
thus promote Succession, according to Ferreira et al. (2021).

4.1.8. Commitment

Loyalty and family commitment are valuable variables for long-term stability
(Carter and Justis, 2009; Sharma and Irving, 2005). Companies must, therefore, invest
in stable relationships with customers, employees, and suppliers to promote this
stability.

This investment is only possible if there is entrepreneurship in FB. Investing in
innovation and technology and exploring new business forms is essential.

Another factor that contributes to commitment is the family support network. The
relationships between family members contribute to a harmonious socio-emotional
environment and, consequently, a healthy work environment.
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Financial flexibility in FB is another variable that contributes to increasing
commitment. As financial resources are more available and family management is
more intimate, a relationship of dependence and security is built.

In this line of reasoning, family property stands out. Possession or ownership of
FBs simplifies the decision-making process, particularly long-term financial decisions
such as investing in new projects or internationalization, which constitutes a source of
competitive advantage over other companies (Mahto et al., 2020).

Another opportunity that FBs can explore is greater employee engagement. Here,
the theory of stewardship related to employees assumes its prominence as it supports
the commitment of the same in the long term with the company, where, for example,
strategies such as motivation are adopted (Miller, 2008). Due to the business culture
that characterizes FBs, employees in these companies are subject to more excellent
retention, commitment, and involvement than employees in non-family companies.
This relationship, or feeling, leads to greater productivity, satisfaction, and superior
performance.

In addition to all this, for the commitment to solidify effectively in the long term,
FBs must invest in the development of sustainable practices without neglecting
investment in training and skills development and, as far as possible, establish
specialized external networks/partnerships (Dhaenens et al., 2018). Only in this way
can compliance and sustainability practices be promoted at the level of Commitment
and Cohesion (Magrelli et al., 2022).

All these challenges are identified and presented through the dimensions of
stakeholder involvement, natural resource management, sustainable policies,
legislation, corporate social responsibility, corporate governance, sustainable business
succession, and commitment, which must be reflected, combined, and integrated into
a transparent information system that allows FBs to communicate sustainability
internally and externally (Figure 1).

Therefore, compliance and sustainability practices must integrate and promote
capital, strategic planning, social responsibility, succession, commitment, and
cohesion to guarantee reputation and consequently feed FBs’ long-term sustainability
strategy.
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Figure 1. Summary of the main challenges in FB Compliance and Sustainability.
Source: Own elaboration.

5. Conclusion

FBs present a duality of interests since, on the one hand, there is the company
and, on the other, the family, and management and control are often designed to
respond to the interests of the family itself.

The most recent literature on FB suggests a growing interest in sustainability
practices, as these types of companies seek to ensure the company’s continuity
between generations.
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However, the adoption of sustainability and compliance processes and
procedures is still low (Ferreira et al., 2021; Olson et al., 2003; Waqar et al., 2020)
because they are not systematically implemented.

Several implementation challenges exist stakeholder involvement, natural
resource management, integration of sustainable policies and legislation and
compliance with environmental legislation, corporate social responsibility
implementation, corporate governance practices, sustainable business succession, and
commitment.

Despite what is presented, this study has limitations. The methodology adopted
was a narrative literature review, through which only the most recent studies with
evidence on sustainability and compliance in FB were analyzed.

In this sequence and response to the literature’s call for research into growth and
sustainability in FB (Jamil et al, 2024; Soares et al., 2021), we suggest the development
of an empirical study through which the main challenges in the implementation of FB
sustainability and compliance practices and the impact on each sustainability group as
defined by Ferreira et al. (2021) and Magrelli et al. (2022), thus corroborating a
conceptual model drawn from Figure 1 of this work.

Considering FB’s characteristics and the fact that different cultures and
management are at stake in these types of companies, a comparative study between
countries is also suggested to verify whether sustainability challenges depend on the
cultural and geographic context (Stamm and Lubinski, 2011) of the value and size of
the FB and also the environment (Broccardo et al., 2019; Ropegja, 2016).

Therefore, it is recommended that future research examine the influence of
cultural and geographical context on the sustainability of FBs, comparing the practices
adopted by companies in different countries to identify relevant variations. Another
line of research could examine the impact of the value and size of FBs on their
approach to sustainability, especially regarding compliance strategies adjusted to
investment capacity and the complexity of the business model. Additionally, it would
be interesting to explore how environmental factors, such as local regulations and
social pressures, shape the sustainability of FBs and how FBs respond to these external
factors in their compliance practices. These future lines of research could expand
knowledge on how the particularities of FBs can be leveraged to strengthen
sustainability while contributing to theory and practice in FB management.

This work presents contributions to academia in its genesis, as it allows for a
greater understanding of the topic and of science, particularly the Theories of Socio-
emotional Wealth, Resource-Based Vision, Dynamic Capabilities, and Stewardship.

At the same time, this study also contributes to operationalizing FBs’
sustainability, as they can design their sustainability practices and compliance
strategies similarly to those of others. This study also helps make the concept of
sustainability more practical and attainable for FBs. By examining how other
companies implement sustainability and compliance, FB can design similar strategies
tailored to their own context. This approach provides a framework for developing
effective practices that align with both industry standards and their unique goals as
FB.

In short, the study offers FB a framework or reference to shape their sustainability
and compliance efforts by leveraging proven practices from other organizations.
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