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Abstract. This study examines whether board quality moderates the impact of an exogenous
G34, G32, L25, D22

shock on the financial performance of family firms. Using a panel of 83 Mexican listed com-
panies over the period 2014-2023, the study analyzes firm performance during the COVID-19
crisis, focusing on the role of board institutional quality measured through an index captur-
ing board independence, non-executive representation, CEO-chair separation, and gender
diversity. Employing firm fixed-effects models with robust standard errors and two alter-
native performance measures (ROA and ROE), the study tests whether family ownership,
board quality, and their interaction shape firms’ ability to withstand the shock. The results
show that, while family control per se does not generate a differential performance effect
during the pandemic, leverage exerts a strong and robust negative impact. Board quality
displays a positive and marginally significant association with return on equity, suggesting
that governance structures may play a more relevant role in protecting shareholder returns
than in improving asset efficiency during crisis periods. Overall, the findings highlight the
contingent nature of the family firm advantage and underscore the importance of capital
structure and board institutional quality in explaining firm performance under conditions of
extreme uncertainty.
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Cuando la Gobernanza Importa: Calidad del Consejo, Control Familiar y Desempefio Em-

CODIGO JEL presarial en Tiempos de Crisis

G34, G32, L25, D22 ,
Resumen. Este estudio examina si la calidad del consejo de administracion modera el im-

PALABRAS CLAVE pacto de un shock exogeno sobre el desempeiio financiero de las empresas familiares. Uti-
Empresas familiares; lizando un panel de 83 empresas mexicanas cotizadas durante el periodo 2014-2023, se
Calidad del Consejo analiza el desempefio empresarial durante la crisis de la COVID-19, prestando especial aten-
de Administracién; cion al papel de la calidad institucional del consejo, medida mediante un indice que incluye
Gobierno corpo- independencia, representacion de consejeros no ejecutivos, separacion de los cargos de
rativo; COVID-19; CEO vy presidente, y diversidad de género. Mediante modelos de efectos fijos con errores
estandar robustos y dos medidas alternativas de desempeno (ROA y ROE), se examina si la
propiedad familiar, la calidad del consejo y su interaccion influyen en la capacidad de las
empresas para afrontar el shock. Los resultados muestran que, aunque el control familiar
per se no genera un efecto diferencial sobre el desempefo durante la pandemia, el apalan-
camiento ejerce un impacto negativo fuerte y robusto. Asimismo, la calidad del consejo
presenta una asociacion positiva y marginalmente significativa con la rentabilidad financi-
era, lo que sugiere que las estructuras de gobernanza desempeian un papel mas relevante
en la proteccion de los retornos para los accionistas que en la mejora de la eficiencia de los
activos durante periodos de crisis. En conjunto, los resultados destacan la naturaleza con-
tingente de la ventaja de las empresas familiares y subrayan la importancia de la estructura
de capital y de la calidad institucional del consejo para explicar el desempefio empresarial
en contextos de extrema incertidumbre.
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1. Introduction

Family firms constitute the dominant organiza-
tional form worldwide and play a central role
in employment generation, value creation, and
long-term economic stability. A vast body of re-
search has examined whether family involvement
enhances or hinders firm performance, often re-
porting heterogeneous and context-dependent
results (Anderson & Reeb, 2003; Villalonga &
Amit, 2006). Recent work emphasizes that fam-
ily-firm outcomes are heterogeneous and depend
on governance arrangements rather than owner-
ship status alone (Arteaga & Basco, 2023).

At the same time, the COVID-19 pandemic has
provided a unique natural experiment to ana-
lyze how different ownership and governance ar-
rangements perform under an abrupt and exog-
enous shock. The crisis simultaneously disrupted
supply chains, demand conditions, and financial
markets, creating an environment of extreme
uncertainty in which firms’ strategic flexibility,
monitoring mechanisms, and access to resources
became critical (Ding et al., 2021; Shen et al.,
2020). For family firms, the pandemic renewed
the long-standing debate on whether their dis-
tinctive features—such as long-term orientation,
concentrated ownership, and socioemotional
wealth considerations—translate into greater re-
silience or, alternatively, into rigidity and risk
aversion that may hamper adaptation (Amore et
al., 2022; Kraus et al., 2020).

While prior studies have explored the perfor-
mance of family firms during crises, evidence re-
mains mixed and often silent on the role of the
board institutional quality as a conditioning fac-
tor. Boards differ substantially in their capacity
to provide effective monitoring, strategic advice,
and access to external resources, depending on
their independence, leadership structure, and di-
versity (Adams et al., 2010; Post & Byron, 2015).
In emerging markets, where ownership concen-
tration and weaker investor protection are com-
mon, the board’s institutional quality may be
particularly relevant in shaping firm responses to
shocks (Adams et al., 2010; Zona et al., 2017).
This study addresses this gap by investigating
whether board quality moderates the impact of
the COVID-19 shock on the financial performance
of family firms. Focusing on publicly listed com-
panies in Mexico, | construct a Board Quality In-
dex (BQl) based on four widely used governance
attributes: the proportion of independent direc-
tors, the share of non-executive directors, the
separation of the CEO and chair positions, and
gender diversity on the board. Using firm-level
panel data for the period 2014-2023, | estimate
fixed-effects models that allow to isolate with-
in-firm changes in performance and to compare

family and non-family firms during the pandemic.
This analysis contributes to the literature in three
main ways. First, it provides new evidence on
firm resilience during an exogenous shock in an
emerging market context, showing that financial
structure plays a more decisive role than owner-
ship form in shaping performance under extreme
uncertainty. Second, it explicitly integrates board
institutional quality into the family firm-perfor-
mance nexus, demonstrating that its effects are
contingent on the performance metric considered
and are more strongly reflected in shareholder
returns than in operational efficiency. Third, by
jointly examining ownership, governance, and
financial structure, the study offers a more nu-
anced understanding of firm heterogeneity dur-
ing crisis periods, moving beyond the traditional
family versus non-family dichotomy.

The remainder of the paper is organized as fol-
lows. Section 2 reviews the relevant literature
and develops the hypotheses. Section 3 presents
the data and methodology. Section 4 reports the
empirical results for ROA and ROE. Section 5 dis-
cusses the findings considering existing research.
Finally, Section 6 concludes and outlines implica-
tions for theory, practice, and future research.

2. Literature Review and Hypotheses

2.1. Family firms and performance under exog-
enous shocks

The relationship between family ownership and
firm performance has been one of the most ex-
tensively studied topics in the family business lit-
erature. Early evidence for publicly listed firms
suggested that family involvement may be associ-
ated with superior performance due to long-term
orientation, reduced agency costs, and stronger
monitoring by controlling shareholders (Anderson
& Reeb, 2003; Villalonga & Amit, 2006). Howev-
er, subsequent studies have emphasized that this
“family firm advantage” is far from universal and
strongly depends on contextual and governance-
related factors (Chrisman et al., 2005; Kraus et
al., 2020).

The COVID-19 pandemic has revived this debate
by providing a natural experiment to examine
whether family firms are more resilient than
their non-family counterparts when facing an
abrupt and exogenous shock. On the one hand,
the literature on socioemotional wealth argues
that family owners may prioritize survival and
long-term continuity over short-term profitabil-
ity, which could foster conservative financial
policies and stronger stakeholder relationships,
enhancing resilience in times of crisis (Amore et
al., 2022; Gémez-Mejia et al., 2011). On the oth-
er hand, high ownership concentration and risk
aversion may limit strategic flexibility and access

Watkins-Fassler, K. (2026). When Governance Matters: Board Quality, Family Control, and Firm Performance in Times of Crisis.

European Journal of Family Business, 16(1), 37-49.




39

Karen Watkins-Fassler

to external capital, potentially constraining per-
formance during severe downturns (Kraus et al.,
2020).

Recent contributions underline the heterogeneity
of family firms and the central role of internal
governance arrangements in shaping performance
outcomes. Arteaga and Basco (2023) demonstrate
that distinct configurations of family involvement
and corporate governance are associated with
different performance patterns, emphasizing
that family ownership alone is insufficient to ex-
plain firm outcomes. Similarly, Torres-Rivera and
Pedraza-Melo (2023) show that managerial and
governance-related competencies are positively
linked to organizational performance in family
SMEs. Bettinelli et al. (2024); Corbetta and Sal-
vato (2004); and Amore et al. (2022) document
that board professionalism and monitoring capac-
ity critically condition the value creation of fam-
ily firms, particularly in turbulent environments.
Recently, Calabro et al. (2022) highlight that the
effectiveness of family control is highly context-
dependent and mediated by governance quality,
especially under conditions of heightened uncer-
tainty such as economic crises. Taken together,
these findings suggest that any potential perfor-
mance differential of family firms during an exog-
enous shock is contingent upon the institutional
quality of their governance structures rather than
on family ownership per se.

Given the mixed and often contradictory evi-
dence on the performance of family firms during
periods of crisis, the expected direction of the
effect remains theoretically ambiguous. While
some studies suggest that family firms may exhib-
it greater resilience due to long-term orientation
and stakeholder commitment, others point to po-
tential rigidity and constraints that may hinder
adaptation. Accordingly, rather than formulating
a directional prediction, this study adopts a non-
directional hypothesis that allows for either a
positive or negative differential effect.

Based on this discussion, | first examine whether
family firms exhibit a differential performance
response to the COVID-19 shock relative to non-
family firms:

Hypothesis 1 (H1). Family firms experience a per-
formance effect during the COVID-19 period that
differs from that of non-family firms, without im-
posing an ex-ante directional expectation.

2.2. Board quality and firm performance

Boards of directors play a central role in monitor-
ing management, providing strategic advice, and
securing critical resources (Adams et al., 2010).
A large body of corporate governance research
links board characteristics such as independence,
non-executive representation, leadership struc-

ture, and gender diversity to firm performance,
although the direction and magnitude of these
effects are often context-dependent (Adams et
al., 2010; Post & Byron, 2015; Zona et al., 2017).
Independence and a higher proportion of non-ex-
ecutive directors are commonly associated with
stronger monitoring and reduced entrenchment,
particularly in environments with concentrated
ownership and weaker investor protection, as
is typical of many emerging markets (Adams et
al., 2010; Zona et al., 2017). The separation of
the CEO and chair positions is expected to limit
excessive concentration of power and enhance
board effectiveness (Yu, 2022). Gender diversity
has been shown, on average, to be positively
related to accounting-based performance and
board decision quality, especially in institutional
contexts that value transparency and stakeholder
orientation (Post & Byron, 2015).

Within the family business domain, recent stud-
ies highlight that board composition and profes-
sionalism become particularly relevant as firms
grow and face complex strategic challenges. Ar-
teaga and Basco (2023) emphasize that govern-
ance structures shape how family firms balance
control and professionalism, while Torres-Rivera
and Pedraza-Melo (2023) provide evidence that
governance-related capabilities are positively as-
sociated with performance. Together, these stud-
ies suggest that board institutional quality may
be a critical determinant of how firms navigate
periods of extreme uncertainty.

Beyond their well-established association with
firm performance, these board attributes may
play distinct and complementary roles under con-
ditions of extreme uncertainty such as the COV-
ID-19 crisis. Board independence is expected to
enhance objective monitoring and reduce mana-
gerial bias, which becomes particularly relevant
when firms must rapidly reassess strategies un-
der high information asymmetry. A higher propor-
tion of non-executive directors may contribute
to broader expertise and external perspectives,
facilitating access to resources and alternative
strategic responses during disruptions. The sepa-
ration of CEO and chair positions can prevent ex-
cessive concentration of decision-making power,
promoting more balanced and deliberative re-
sponses in turbulent environments. Finally, gen-
der diversity has been associated with improved
decision quality, risk assessment, and stakeholder
sensitivity, all of which may be critical when firms
face complex and rapidly evolving challenges.
Importantly, these governance mechanisms are
likely to operate through different channels. On
the one hand, they can influence operational de-
cision making, affecting firms’ ability to adapt
processes, manage costs, and maintain efficiency
under adverse conditions. On the other hand,
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they may shape financial and strategic decisions,
including capital allocation, risk management,
and communication with investors, thereby con-
tributing to the protection of shareholder value.
Anticipating this distinction is particularly rel-
evant for interpreting potential differences be-
tween accounting-based performance measures
such as ROA and ROE in crisis contexts.
Accordingly, | posit that higher board quality is
associated with better performance during the
COVID-19 shock:

Hypothesis 2 (H2). Board quality is positively asso-
ciated with firm performance during the COVID-19
period.

2.3 The moderating role of board quality in
family firms

The interaction between family ownership and
board quality is particularly relevant under crisis
conditions. Family control may intensify agency
conflicts between controlling and minority share-
holders, but high-quality boards can mitigate
such conflicts by strengthening monitoring and
providing independent advice (Anderson & Reeb,
2004; Adams et al., 2010; Zona et al., 2017).
Moreover, professional and diverse boards may
help family firms overcome potential rigidities
associated with socioemotional wealth preserva-
tion by facilitating more balanced strategic deci-
sion making (Gomez-Mejia et al., 2011; Corbetta
& Salvato, 2004; Zona et al., 2017).

From this perspective, the effectiveness of fam-
ily governance during the pandemic is likely to
depend on the institutional quality of the board.
A high-quality board may enhance the ability of
family firms to transform their long-term orien-
tation and relational capital into superior crisis
management and protection of shareholder val-
ue.

Therefore, | formulate the following moderating
hypothesis:

Table 1. Descriptive statistics

Hypothesis 3 (H3). Board quality positively mod-
erates the relationship between family ownership
and firm performance during the COVID-19 period,
such that family firms with higher board quality
perform better than those with lower board qual-
ity.

3. Methodology

3.1. Sample and data sources

The empirical analysis is based on an unbalanced
panel of 83 publicly listed firms in Mexico over
the period 2014-2023, yielding a total of 790 firm-
year observations after applying a complete-case
criterion, that is, retaining only those observa-
tions with non-missing values for all variables in-
cluded in the econometric models. This approach
ensures internal consistency of the estimations
and avoids distortions arising from incomplete in-
formation in interaction terms and fixed-effects
specifications.

Financial data were obtained from firms’ annual
reports and complemented with Refinitiv Eikon.
Information on ownership structure and board
characteristics was manually collected from cor-
porate governance reports and filings submitted
to the Mexican Stock Exchange (Bolsa Mexicana
de Valores, BMV).

Approximately 37% of the sample corresponds to
family firms, defined as companies in which an
individual or a family group holds at least 50%
of the ordinary voting shares. Family control was
identified through surname matching and owner-
ship disclosures, following established procedures
in the literature (Watkins et al., 2024).

The sample includes the pre-pandemic period and
the COVID-19 shock years (2020-2021), allowing
to examine differential performance responses to
an exogenous and systemic crisis. Descriptive sta-
tistics are reported in Table 1.

Variable Mean Median Std. Dev. Min Max
ROA (%) 4.56 4.30 5.51 -13.80 21.68
ROE (%) 10.19 10.01 15.72 -54.08 60.97
Family firm (1 = yes) 0.37 0.00 0.48 0.00 1.00
Independent directors (%) 52.53 50.00 16.04 25.00 100.00
Non-executive directors (%) 11.78 11.61 5.96 0.50 28.82
CEO-Chair duality (1 = yes) 0.24 0.00 0.43 0.00 1.00
Women on board (%) 9.67 8.33 9.89 0.00 45.46
Firm size (ln assets) 7.51 7.57 1.53 3.22 11.43
Leverage (Debt/Assets) 0.58 0.54 0.32 0.00 5.67

ROA = return on assets; ROE = return on equity. All financial variables are winsorized at the 1st and 99th per-
centiles. Family firm is a dummy equal to 1 when a family owns at least 50% of voting shares. Board variables
are expressed as percentages. Leverage is total debt divided by total assets. The panel is unbalanced and

based on firm-year observations for 2014-2023.
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3.2. Variables and indicator construction

3.2.1 Dependent variables
Firm performance is measured using two ac-
counting-based indicators, both winsorized at the
1st and 99th percentiles to mitigate the influence
of outliers:
¢ ROA_w: return on assets, defined as net in-
come over total assets.
e ROE_w: return on equity, defined as net in-
come over shareholders’ equity.
Using both measures allows to assess robustness
and to distinguish between efficiency in the use
of assets and returns to shareholders.

3.2.2 Family ownership and exogenous shock

To capture the impact of the COVID-19 crisis, |
define a dummy variable POST, equal to 1 for the
years 2020-2021 and 0 otherwise. Family involve-
ment is captured by the binary variable FAM,
equal to 1 for family firms and 0 for non-family
firms. Their interaction:

POSTFAM, = POST, X FAM,

identifies the differential performance of family
firms during the pandemic period.

3.2.3. Board Quality Index (BQI)

Board institutional quality is measured through
a composite index constructed from four widely
used governance attributes, computed as firm-
level averages over a pre-shock window 2017-
2019:

1. Board independence (IND): percentage of
independent directors.

2. Non-executive directors (NOEXEC): percent-
age of directors without executive roles. In
this study, a distinction is made between
independent and non-executive directors.
Independent directors are those who do not
maintain any material relationship with the
firm beyond their board membership, in-
cluding the absence of managerial, owner-
ship, or significant commercial or financial
ties. In contrast, non-executive directors
refer to board members who do not hold
executive positions within the firm but may
have some form of affiliation or relationship
with it (e.g., creditors, business partners,
or representatives of significant stakehold-
ers). Accordingly, non-executive directors
include affiliated (or gray) directors but ex-
clude both executive and independent di-
rectors.

3. Leadership structure (NODUAL): a dummy
equal to 1 when the CEO and board chair
positions are separated (1 - DUAL).

4. Gender diversity (WOM): percentage of
women on the board.
Each variable is standardized into z-scores and
aggregated into a simple average:

BQI_PRE, = 1 (zIND, + ZNOEXEC, + ZNODUAL, +
ZWOM,)

The use of an additive index is motivated by the
objective of capturing the overall institutional
quality of the board as a multidimensional con-
struct, rather than isolating the effects of indi-
vidual attributes. While prior research has shown
that different board characteristics may operate
through distinct channels and may not be equally
effective across contexts (Bettinelli et al., 2024),
aggregating them into a composite measure al-
lows to reflect their joint and potentially com-
plementary contribution to governance effective-
ness. This approach is consistent with the view
that board quality emerges from the combined
presence of monitoring capacity, diversity, and
balanced leadership structures, which together
shape the board’s ability to respond to complex
and uncertain environments. At the same time,
this specification favors parsimony and mitigates
multicollinearity concerns that may arise when
including highly correlated governance variables
separately.

The index is subsequently mean-centered (BQI_
PRE_C) to facilitate interpretation of interaction
terms. Higher values of BQIl reflect higher board
institutional quality, consistent with the corpo-
rate governance literature emphasizing inde-
pendence, separation of powers, and diversity as
mechanisms that enhance monitoring and strate-
gic oversight (Adams et al., 2010; Post & Byron,
2015; Yu, 2022).

To analyze how governance quality shapes crisis
performance, | define:

POSTBQI, = POST, x BQI_PRE_C,
and the triple interaction:
POSTFAM_BQI, = POST, x FAM, x BQI_PRE_C,

which captures whether board quality moderates
the effect of family ownership during the shock.

3.2.4. Control variables
| include two standard firm-level controls:
e Firm size (Size): natural logarithm of total
assets.
e Leverage (Lev): total debt to total assets.

3.3. Econometric specification
| estimate firm fixed-effects models to control
unobserved time-invariant heterogeneity (e.g.,
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organizational culture, industry positioning, long-
term strategic orientation). The baseline specifi-
cation is:

Performance, = o + B,POSTFAM, + B,POSTBQI, + B,POSTFAM_BQI, + v,SIZE, + y,LEV, + p + g,

where . denotes firm fixed effects and ¢, is the
idiosyncratic error term.

All estimations are conducted using White cross-
section robust standard errors to correct for
heteroskedasticity and within-firm correlation.
While clustering standard errors at the firm level
was considered, White cross-section robust errors
are appropriate in this context given the panel
structure and the inclusion of firm fixed effects,
which already account for time-invariant unob-
served heterogeneity.

3.4. Validity and potential endogeneity

The relationship between governance and perfor-
mance may be affected by dynamic endogeneity,
as past performance can influence board struc-
ture and vice versa. | mitigate these concerns by:
(i) employing firm fixed effects; (ii) constructing

the BQI from pre-shock data; and (iii) using an
exogenous macroeconomic shock (COVID-19) as a
quasi-experimental setting.

Nevertheless, | acknowledge that a fully dy-
namic treatment using system-GMM (Wintoki et
al., 2012) could further address simultaneity and
persistence in performance. This constitutes an
avenue for future research.

4. Results

4.1. Model fit and diagnostic statistics

Table 2 reports the fixed-effects estimates for
firm performance measured by ROA_w, while
Table 3 presents the corresponding results using
ROE_w as the dependent variable. All models in-
clude firm fixed effects and White cross-section
robust standard errors.

Table 2. Fixed-effects regression results (Dependent variable: ROA_w)

Variable Coefficient Std. Error t-Statistic p-value
Constant 1.230 2.948 4.173 0.000
POSTFAM 0.171 0.559 0.306 0.760
POSTBQI 1.607 1.282 1.254 0.210
POSTFAM_BQI -0.574 2.420 -0.237 0.813
SIZE -0.635 0.453 -1.402 0.161
LEV -5.359 0.712 -7.525 0.000

Model statistics:

Observations = 790; Firms = 83; R2 = 0.573; Adjusted R? = 0.521; F-statistic (p-value) = 0.000; Durbin-Watson = 1.50
Notes: Firm fixed effects included. White cross-section robust standard errors. ROA winsorized at 1% and 99%.

Table 3. Fixed-effects regression results (Dependent variable: ROE_w)

Variable Coefficient Std. Error t-Statistic p-value
Constant -9.841 1.108 -0.888 0.375
POSTFAM -0.623 1.832 -0.340 0.734
POSTBQI 7.254 4.260 1.703 0.089
POSTFAM_BQI -4.242 7.912 -0.536 0.592
SIZE 6.066 1.924 3.153 0.002
LEV -3.984 6.955 -5.728 0.000

Model statistics:

Observations = 790; Firms = 83; R = 0.561; Adjusted R? = 0.507; F-statistic (p-value) = 0.000; Durbin-Watson = 1.48
Notes: Firm fixed effects included. White cross-section robust standard errors. ROE winsorized at 1% and 99%.

For the ROA specification, the model exhibits sat-
isfactory explanatory power, with an R? of 0.573
and an adjusted R? of 0.521. The joint signifi-
cance of the regressors is confirmed by a highly
significant F-statistic (p < 0.001). The Durbin-
Watson statistic (= 1.50) indicates moderate posi-
tive serial correlation, which is addressed using
robust standard errors.

The ROE specification displays a similar overall fit
(see Table 3), with the F-statistic also significant
at the 1% level, supporting the adequacy of the
empirical model.

4.2. Effects on return on assets (ROA_w)
The coefficient on POSTFAM, capturing the dif-
ferential effect of the COVID-19 period on fam-
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ily firms, is positive but statistically insignificant
(8 = 0.171; p = 0.760). This result suggests that,
once firm fixed effects and financial controls are
considered, family ownership per se does not
lead to a significantly different ROA response to
the pandemic shock relative to non-family firms.
The interaction between the COVID period and
board quality, POSTBQI, is also positive but not
statistically significant (B8 = 1.607; p = 0.210).
Although the sign is consistent with the view
that higher board institutional quality may help
firms better withstand adverse conditions, the
evidence does not support a robust association in
terms of asset-based profitability.

The triple interaction term, POSTFAM_BQI, which
tests whether board quality moderates the crisis
performance of family firms, is negative and far
from significant (8 = -0.574; p = 0.813). Hence,
no differential moderating effect of board quality
on family firms’ ROA during the pandemic can be
statistically established.

Regarding control variables, firm size (size) does
not display a significant association with ROA
(y = -0.635; p = 0.161). In contrast, leverage
(lev) exerts a strong and highly significant nega-
tive effect (y = -5.359; p < 0.001), indicating that
more indebted firms experienced substantially
lower asset profitability during the sample pe-
riod, including the years of the COVID-19 shock.
In economic terms, this coefficient implies that
an increase of 0.10 in the leverage ratio (i.e.,
a 10 percentage points increase in debt relative
to assets) is associated with a reduction of ap-
proximately 0.54 percentage points in return on
assets. This magnitude highlights the substantial
sensitivity of asset profitability to financial struc-
ture, particularly under conditions of heightened
uncertainty.

4.3, Effects on return on equity (ROE_w)

The results for ROE_w reveal both similarities and
notable differences. The coefficient on POSTFAM
remains statistically insignificant (B = -0.623; p =
0.734), confirming that family control alone does
not generate a distinct performance pattern in
terms of shareholder returns during the crisis.

In contrast to the ROA model, the coefficient on
POSTBAQI is positive and marginally significant (8
= 7.254; p = 0.089). In terms of economic mag-
nitude, this estimate indicates that a one stand-
ard deviation increase in pre-crisis board quality
is associated with a non-negligible improvement
in return on equity during the pandemic period.
Given that the Board Quality Index is constructed
from standardized components, this effect can
be interpreted as reflecting a shift from an av-
erage to a relatively higher-quality governance
structure. Although the estimate is only margin-
ally significant, its magnitude points to economi-

cally meaningful implications for shareholder re-
turns under conditions of extreme uncertainty,
suggesting that firms with higher pre-crisis board
quality were better positioned to preserve or en-
hance returns to equity holders during the pan-
demic, even if such advantages did not translate
into higher efficiency in the use of total assets.
The triple interaction POSTFAM_BQI remains neg-
ative and statistically insignificant (B8 = -4.242; p
= 0.592), providing no evidence that board qual-
ity systematically moderates the crisis perfor-
mance of family firms relative to non-family firms
when performance is measured by ROE.

Among the control variables, firm size becomes
positive and statistically significant in the ROE
model (y = 6.066; p = 0.002), indicating that larg-
er firms were more successful in sustaining share-
holder returns even during the pandemic. Lever-
age again shows a negative and highly significant
effect (y = -3.984; p < 0.001), corroborating the
robust adverse role of financial indebtedness for
equity profitability.

4.4, Comparison between ROA and ROE

Taken together, the two specifications highlight
three main patterns. First, the absence of a sig-
nificant POSTFAM effect across both ROA and ROE
indicates that family ownership, by itself, does
not confer a systematic performance advantage
or disadvantage during the COVID-19 shock once
firm-specific heterogeneity is controlled for.
Second, the role of board quality appears to be
performance-metric dependent. While its effect
is not statistically discernible for ROA, it is posi-
tive and marginally significant for ROE, suggest-
ing that board institutional quality may be more
closely related to the protection of shareholder
value than to improvements in overall asset ef-
ficiency in crisis contexts.

Third, the negative impact of leverage is highly
robust across both measures of performance, un-
derscoring the central role of capital structure in
shaping firms’ vulnerability to exogenous shocks.
Overall, these results do not provide support
for Hypothesis 1 and Hypothesis 3, while offer-
ing partial support for Hypothesis 2 when firm
performance is measured in terms of return on
equity.

4.5. Joint effects of COVID-19 and board qual-
ity: Wald tests

Because the empirical specification includes in-
teraction terms between the COVID-19 period,
family ownership, and board quality, the margin-
al impact of the shock cannot be fully assessed
by inspecting individual coefficients in isolation.
Instead, the total effect must be evaluated as
linear combinations of the estimated parameters.
For non-family firms (FAM = 0), the COVID ef-
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fect is captured by the coefficient on POSTBQI.

For family firms (FAM = 1), the total COVID ef-

fect corresponds to the sum of the coefficients

on POSTFAM, POSTBQI, and POSTFAM_BQI. Ac-

cordingly, | conduct Wald tests on the following

linear restrictions:
H:B

+
0° “POSTFAM

B B =0

+
POSTBQI POSTFAM_BQI

to assess whether the overall COVID-19 effect for
family firms differs from zero, and

H:B

0* Prostea =

0

to test the corresponding effect for non-family
firms. In addition, | test

H :B

0° ~POSTFAM

+ BPOSTFAM_BQI =0

to examine whether the COVID-19 impact differs
statistically between family and non-family firms
once board quality is considered.

Table 4 reports the results of these Wald tests
for both ROA_w and ROE_w. Consistent with the
coefficient-level evidence presented in Tables 2
and 3, none of the joint restrictions is statistical-
ly significant at conventional levels. Specifically,
the null hypothesis that the total COVID-19 effect
for family firms equals zero cannot be rejected
for either ROA or ROE, and the differential effect
between family and non-family firms is also sta-
tistically indistinguishable from zero.

Table 4. Wald tests of total COVID-19 effects (evaluated at BQI_PRE_C = 1)

Dependent variable |Test Linear restriction Wald x2  p-value
ROA_w Family total COVID effect POSTFAM + POSTBQI + POSTFAM_BQl = 0 1.261 0.261
ROA_w Non-family COVID effect POSTBQI = 0 0.740 0.390
ROA_w Family - non-family POSTFAM + POSTFAM_BQI = 0 0.002 0.961
ROE_w Family total COVID effect POSTFAM + POSTBQI + POSTFAM_BQl = 0 0.247 0.619
ROE_w Non-family COVID effect POSTBQI = 0 2.272 0.132
ROE_w Family - non-family POSTFAM + POSTFAM_BQI = 0 0.823 0.364

Note: Wald tests account for the full variance-covariance matrix of the estimated coefficients. Accordingly, the reported x? sta-
tistics do not correspond to the numerical sum of coefficients but to the quadratic form implied by the estimated covariance

structure.

These results confirm that the absence of a sig-
nificant POSTFAM and POSTFAM_BQI coefficient is
not due to offsetting effects across interaction
terms. Rather, even when the total marginal ef-
fect of the pandemic is evaluated through joint
hypothesis testing, family firms do not exhibit a
performance response that is statistically differ-
ent from that of non-family firms, once board
institutional quality and financial controls are
considered. Consequently, the conclusions drawn
in Sections 4.2-4.4 remain unchanged: the COV-
ID-19 shock does not generate a distinctive per-
formance pattern for family firms, whereas lev-
erage emerges as the most robust determinant of
performance in both ROA and ROE specifications,
and board quality shows only a marginal associa-
tion with shareholder returns.

5. Discussion

This study sets out to examine whether family
ownership and board institutional quality shaped
firms’ performance during an exogenous and sys-
temic shock, using the COVID-19 pandemic as a
quasi-natural experiment. The results provide a
nuanced picture that contributes to ongoing de-
bates on the resilience of family firms and the
contingent role of corporate governance in crisis
contexts.

First, the absence of a statistically significant
POSTFAM effect in both ROA and ROE specifica-
tions indicates that, once unobserved firm het-
erogeneity and financial structure are controlled
for, family ownership per se did not lead to a
systematically different performance response
to the pandemic. This finding aligns with recent
evidence suggesting that the “family firm ad-
vantage” is highly context-dependent and not
universal (Amore et al., 2022; Arteaga & Basco,
2023; Kraus et al., 2020). In contrast to stud-
ies reporting superior crisis resilience of family
firms in some institutional settings, the current
results for a large emerging market point to a
more neutral effect, supporting the view that
socioemotional wealth considerations and long-
term orientation do not automatically translate
into superior short-term financial outcomes un-
der extreme uncertainty.

Second, the role of board quality appears to be
contingent on the performance metric consid-
ered. While board institutional quality does not
show a statistically significant association with
ROA during the COVID-19 period, it is positive
and marginally significant when performance is
measured by ROE. This pattern suggests that gov-
ernance structures may be more closely related
to the protection of shareholder returns than to
improvements in overall asset efficiency during
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crisis periods. One possible interpretation is that
high-quality boards—characterized by greater
independence, non-executive representation,
separation of leadership roles, and gender diver-
sity—may be more effective in financial policy
decisions, capital allocation, and communication
with investors, thereby supporting equity perfor-
mance even when operational efficiency is se-
verely disrupted. This interpretation is consistent
with the literature emphasizing the monitoring
and advisory roles of boards under conditions of
heightened risk and information asymmetry (Ad-
ams et al., 2010; Bettinelli et al., 2024; Corbetta
& Salvato, 2004; Calabro et al., 2022).

Third, the interaction between family ownership
and board quality does not yield statistically sig-
nificant effects in either performance measure.
The non-significance of POSTFAM_BQI and of the
corresponding Wald tests for the total COVID ef-
fect in family firms indicate that higher board
institutional quality did not systematically am-
plify or mitigate the crisis performance of fam-
ily firms relative to non-family firms. This finding
resonates with recent contributions highlighting
the heterogeneity of governance configurations
and their context-specific effectiveness (Arteaga
& Basco, 2023; Torres-Rivera & Pedraza-Melo,
2023). It suggests that, in the Mexican listed-firm
context, professionalization of the board, while
relevant for shareholder value in general, does
not necessarily translate into a differential crisis
response for family-controlled firms.

Finally, the most robust and economically mean-
ingful result across all specifications is the strong
negative effect of leverage on both ROA and
ROE. This finding underscores the central role of
capital structure in shaping firms’ vulnerability to
exogenous shocks and is consistent with recent
international evidence on the adverse impact of
indebtedness during the COVID-19 crisis (Amore
et al., 2022; Ding et al., 2021). In this sense, fi-
nancial constraints and risk exposure appear to
dominate ownership and governance characteris-
tics in explaining short-term performance during
periods of extreme disruption.

Taken together, the results support a contingent
view of family firm performance. Neither family
control nor board quality exerts a uniform effect
during crises; instead, their influence depends
on the institutional environment, the dimen-
sion of performance considered, and, critically,
the firm’s financial structure. The marginal role
of board quality for ROE but not for ROA further
suggests that governance mechanisms may oper-
ate primarily through channels related to inves-
tor confidence and financial policy rather than
through immediate operational efficiency.

6. Conclusions and Implications

This study examined whether family ownership
and board institutional quality shaped firms’ fi-
nancial performance during an exogenous and
systemic shock, using the COVID-19 pandemic as
a quasi-natural experiment in the context of Mex-
ican listed companies. By combining firm fixed-
effects models, interaction terms, and Wald tests
of total marginal effects, the analysis provides a
rigorous assessment of both individual and joint
governance effects on performance measured by
ROA and ROE.

6.1. Main conclusions

Three main conclusions emerge. First, family
ownership per se does not generate a statistically
significant differential performance response dur-
ing the COVID-19 period. Once unobserved firm
heterogeneity and financial controls are consid-
ered, family firms do not appear to be either
more resilient or more vulnerable than non-fam-
ily firms in terms of accounting profitability or
shareholder returns. This finding supports a con-
tingent view of the “family firm advantage” and
is consistent with recent evidence highlighting
the context-dependent nature of family involve-
ment in value creation.

Second, board institutional quality plays a limit-
ed but non-negligible role. While it is not signifi-
cantly associated with asset-based performance
(ROA), it exhibits a positive and marginally sig-
nificant relationship with equity-based perfor-
mance (ROE) during the crisis. This suggests that
high-quality boards—characterized by greater
independence, non-executive representation,
separation of leadership roles, and gender diver-
sity—may contribute more to the protection of
shareholder value and financial policy decisions
than to short-term operational efficiency in peri-
ods of extreme uncertainty.

Third, the interaction between family owner-
ship and board quality does not yield significant
moderating effects. Joint Wald tests confirm that
the total COVID-19 impact for family firms, once
board quality is accounted for, is not statistically
different from zero and does not differ from that
of non-family firms. Hence, professional board
structures, while relevant in general, do not ap-
pear to systematically amplify or mitigate crisis
performance in family-controlled firms in the
studied context.

Across all specifications, leverage emerges as
the most robust and economically meaningful
determinant of performance. The consistently
negative and significant effect of indebtedness on
both ROA and ROE underscores the central role
of capital structure in explaining firms’ vulner-
ability to exogenous shocks, outweighing owner-
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ship and governance characteristics in the short
run. Taken together, these findings highlight that
financial structure plays a more decisive role
than ownership form in shaping firm resilience
under extreme uncertainty, while the effects of
board quality are contingent on the performance
dimension considered and are more strongly
reflected in shareholder returns than in opera-
tional efficiency. This reinforces the importance
of moving beyond ownership-based explanations
and adopting a more integrated perspective on
governance and financial discipline when analyz-
ing firm behavior during crisis periods.

6.2 Theoretical implications

From a theoretical perspective, the findings of
this study contribute to core debates in the fam-
ily business literature by speaking directly to the
concepts of familiness, socioemotional wealth
(SEW), and the contingent value of governance
mechanisms under conditions of extreme uncer-
tainty.

First, the absence of a systematic performance
differential between family and non-family firms
during the COVID-19 shock challenges a univer-
salistic interpretation of familiness as a source
of automatic competitive advantage. While the
resource-based view of family firms emphasizes
idiosyncratic bundles of resources arising from
the interaction between family, ownership, and
business systems (Habbershon & Williams, 1999),
the results suggest that such resources do not
necessarily translate into superior short-term fi-
nancial performance when firms are confronted
with an abrupt and systemic disruption. Instead,
the value of familiness appears to be highly
context-dependent and conditioned by financial
structure and governance arrangements, support-
ing a situational rather than an inherent advan-
tage perspective.

An additional explanation for the absence of a
systematic family firm effect may lie in the insti-
tutional characteristics of the Mexican context.
High ownership concentration and relatively
weaker investor protection, which are common
in emerging markets, may reduce the effective
differences between family and non-family firms
in terms of control and monitoring. In such en-
vironments, even non-family firms often exhibit
concentrated ownership structures, potentially
limiting the extent to which family control gen-
erates distinct governance or performance out-
comes during periods of crisis. This interpreta-
tion is also consistent with evidence from other
emerging and civil-law contexts, where concen-
trated ownership structures and institutional set-
tings tend to blur governance distinctions across
firms, thereby limiting the external differentia-
tion typically observed in more dispersed owner-

ship environments (Calabro et al., 2022).
Second, the findings refine the implications of
the socioemotional wealth framework. SEW the-
ory posits that family owners prioritize the pres-
ervation of non-economic utilities such as con-
trol, identity, and transgenerational continuity,
particularly under threat (Gomez-Mejia et al.,
2007). While such priorities may foster conserva-
tive financial policies and long-term orientation,
our evidence indicates that they do not, by them-
selves, generate superior accounting or market-
based performance during a crisis. The lack of
a significant POSTFAM effect, even when board
quality is considered, suggests that SEW preser-
vation motives may lead to risk-mitigating behav-
jor aimed at survival rather than at short-term
value creation, thereby producing performance
outcomes that are statistically indistinguishable
from those of non-family firms. This interpreta-
tion is consistent with the logic of SEW preserva-
tion, whereby family owners may prioritize the
continuity of control, stability, and long-term
survival over the maximization of short-term fi-
nancial performance (Gomez-Mejia et al., 2011).
In this sense, the absence of a differential per-
formance effect during the COVID-19 shock may
reflect a strategic orientation toward risk con-
tainment and organizational preservation, rather
than toward the pursuit of superior returns under
conditions of extreme uncertainty.

Third, the limited moderating role of board qual-
ity in family firms informs the debate on govern-
ance as a SEW-preserving and professionalizing
device. Prior studies argue that independent and
diverse boards can help reconcile economic and
socioemotional goals by constraining entrench-
ment, reducing bifurcation bias, and facilitating
more balanced strategic decision making (Corbet-
ta & Salvato, 2004; Calabro et al., 2022; Goémez-
Mejia et al., 2007; Verbeke & Kano, 2012). In
this view, the presence of external and diverse
directors is expected to temper the dominance
of family-centric logics and to professionalize
decision processes, particularly when firms face
complex strategic challenges.

However, the non-significance of the POSTFAM_
BQl interaction and of the corresponding Wald
tests suggests that, in the context of an exog-
enous systemic shock, high-quality boards do not
fundamentally alter the short-term performance
response of family firms relative to non-family
firms. This finding is consistent with a contingent
governance perspective, according to which the
effectiveness of board monitoring and advising
depends on environmental turbulence and on the
relative salience of financial constraints, which
may override ownership-specific behavioral log-
ics and socioemotional priorities (Calabro et
al., 2022; Pfeffer & Salancik, 2003; Zona et al.,
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2017). Under such conditions, even highly pro-
fessionalized boards may have limited scope to
translate their monitoring and advisory roles into
immediate performance differentials, as strate-
gic discretion becomes constrained by liquidity
pressures, debt obligations, and macroeconomic
uncertainty.

Finally, the stronger association between board
quality and ROE than with ROA points to a theo-
retical distinction between operational and fi-
nancial channels. From an agency-stewardship
perspective, high-quality boards may primar-
ily operate as mechanisms that protect minority
shareholders and enhance financial credibility,
rather than as drivers of immediate operational
efficiency. This interpretation suggests that, un-
der crisis conditions, governance structures may
contribute more to the stabilization of investor
expectations and capital market relations than to
the exploitation of familiness-based operational
advantages.

Overall, the study supports an integrated view in
which familiness and SEW constitute important
latent resources, but their performance impli-
cations are conditional upon financial structure,
governance quality, and the nature of the ex-
ternal shock. Rather than confirming a universal
family firm resilience effect, the results rein-
force a context-sensitive, multi-theoretical un-
derstanding of family enterprise behavior under
extreme uncertainty.

6.3 Practical implications

The results also carry relevant implications for
practitioners. For family owners and top manag-
ers, the evidence highlights that resilience during
crises is driven more by prudent financial struc-
ture than by ownership form alone. Maintaining
sustainable leverage levels appears crucial for
preserving both profitability and shareholder re-
turns under extreme uncertainty. From a prac-
tical perspective, these findings suggest that
crisis preparedness may depend more critically
on maintaining prudent capital structure and fi-
nancial flexibility than on board composition re-
forms alone, at least in the short term. While
governance quality remains relevant, particu-
larly for shareholder value, financial discipline
appears to play a more decisive role in shaping
firms’ resilience under extreme uncertainty. For
boards of directors, the findings suggest that in-
stitutional quality—independence, diversity, and
separation of powers—can contribute to protect-
ing equity value, even if such mechanisms do
not immediately translate into higher operating
performance. For regulators and policymakers
in emerging markets, strengthening governance
standards may enhance market confidence and
investor protection, but should be complemented

by policies that facilitate access to stable financ-
ing and reduce excessive leverage.

6.4 Limitations and avenues for future research
This study is subject to several limitations that
open avenues for future research. First, the anal-
ysis focuses on listed firms in a single emerging
economy, which may limit the generalizability of
the results. Cross-country studies could examine
whether similar patterns hold in different institu-
tional environments. Second, although firm fixed
effects and the use of an exogenous shock miti-
gate endogeneity concerns, dynamic relationships
between performance and governance structures
may still be present. Future research could em-
ploy dynamic panel techniques, such as system-
GMM, to further address simultaneity and persis-
tence. Third, board quality is captured through a
composite index; disaggregating its components
and exploring non-linear effects may provide ad-
ditional insights into which specific governance
mechanisms are most effective in crisis contexts.
Fourth, although governance variables were care-
fully hand-collected from official reports and dis-
closures, the possibility of measurement error
cannot be entirely ruled out, particularly in the
classification of board characteristics.

Overall, the evidence suggests that neither fam-
ily control nor board quality guarantees superi-
or crisis performance. Instead, their effects are
contingent, performance-metric dependent, and
dominated in the short run by firms’ financial
structure. This reinforces the need for a more
nuanced and context-sensitive understanding of
governance and ownership in times of extreme
uncertainty.
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