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Abstract

This research is about continuity factors that once had an impact on the emergence of a family business and transformed it during a period of hundred years. The paper is based on discussions in the economic studies of entrepreneurship and cultural studies of semiotics. The analysis makes explicit a dynamic myth, by which the epistemological knowledge of a community is transmitted and shaped into a valid meaning of success. The assumption in business is that a long-term aim of survival of family business is to obtain wealth, and to do that in a morally acceptable way within the society. The collective “good” is presented in myths and praxis of social self, which I will analyse from interviews and notes of participant observations concerning taxes. The results show responsible entrepreneurship is anchored in locality, and the pursuit of business profit is a contradiction, which explains the will and values as culturally specific.  
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Introduction

The concept of a family business is related in the ordinary language to a small firm that is managed and owned by a family and in it the entrepreneur has the controlling power. Family incomes and life-style are bound together and form a system of family, business and ownership that reach beyond generations. This presumption is made also in the family business literature (e.g. Neubauer and Lank 1998, Tagiuri and Davis 1982).

Management theories recognise strategic dimensions of entrepreneurship and they aim to model the exchange of resources or competition in order to explain effectiveness as a source of success. (e.g. Penrose 1995, Kanter 1995.) The main focus in entrepreneurship is in the economic factors and the management taxonomy is mostly based on psychological behaviour concepts. These are well developed for the entrepreneurial phenomena, but in the area of family business they are heterogeneous and put limits to the explanations for the combination of personality and culture. (e.g. Gersick and Davis 1997, Dyer 1986.) 

The presumption of the continuity of entrepreneurship and a firm is that the business must be economically effective. Without profit the firm is not able to survive. Economic theories point out for example factors such as resources used by the business in transforming raw materials into products and causalities in markets and strategies. Profitability is nevertheless related also to competition and in this struggle for profit a multitude strategic means are used and sets of new practices are developed. (e.g. Sutton 1998, Olve, Roy and Wetter 1997, Mellqvist 1897.)

As soon as the concept of entrepreneurship is extended to long duration and collective activity, it provides an opportunity to reflect the changes in economy and society in which it self evolves. Historical perspective even implies characteristics that act chaotically in cultural evolution. (e.g. Brunåker 1999, Marcus 1998, Malecki 1997.) The disciplines that study culture and tradition are only occasionally in the core of the research of the economy. In humanities there is a lack of interest in problematizing the phenomena of business. In this study I will develop suitable methods to cross the boundaries of disciplines. Economical stability and opportunities, not static or constraining powers, are created in culture and tradition. (e.g. Johannisson 1990, 1998, Niemelä 2003.) Several years’ fieldwork in small firms and with entrepreneurs in many business lines is in the back of my problem: how can profitability be seen as a cultural factor that facilitates the success of a business in the long run and appears as a collective capability to function in the business life? What sort of a concept is profitability for an entrepreneur? How is the concept transferred within the family? Why does profitability produce a tension between the formal institution and entrepreneurs?

Analytical framework

The concept of profitability is analysed here by applying Ricoer’s (2000) framework that he used in examining the concept of justice in a changing historical context. This analysis is based on anthropological philosophy, in which, by means of synthesis, it is possible to obtain in-depth understanding of the realm and signification of the concept. 

Two different points of focus are used in the reading of data to locate the meaning (Tedlock 1991) of profitability in a semiotic universe. In the first reading, the horizontal axis is used to locate the subject of actions. The relationship of the subject to the other, which is a dialogical structure (Ricoeur 2000, p.xii), and it comes up as discourse in interviews or in economical texts and public evaluations. On the second, vertical axis the hierarchical structure is specified. It is the moral of the subject relation to the institutions and practices (Ricoeur 2000, p.xiv). For the entrepreneur profitability is profit and money that is a turnout of a risk, diligence, capability etc. It is tightly bounded to the start of the business and it is kept alive to secure continuity. From the anthropological point of view it is a story of origin (Levi-Strauss 1979, Swantz 1986), that is used to maintain on the belief of the grounded basis of the business life. As the firm is young and its activities are in the process of beginning, profitability is not significant and also at that time the stakeholding institutions allow a weak performance (Niittykangas and Tervo 2002). As the time passes external obligations grow stronger and an unprofitable firm faces difficulties and must respond to the claims from the institutions of the society. The dimension demanding action determines the historical part of the concept that obligates the self to commit to the action (Ricoeur 2000, p.xxi). Every firm has a space and time for its performance (Kearney 1995). Yet commitment to a single location is typical for a small firm and (e.g. Smallbone, North and Kalantaridis 1999, Selby 1989), furthermore, commitment to a long life span is characteristic to the family firm (Koiranen 2001, Koski 2002). The situation of competition is paradoxical. 

In order to justify his living in the world, every one must construct some margins and beliefs that enable the framing of reality and ontology of self. The research of culture looks at these beliefs and premises as comprised of mythological elements: in the category of myths, the stories of origin are the most firm and outlasting. They are delegated by ritual practices and symbols that represent the reality also in a state of transition. Rituals and symbols retain the living world as it is, because the message of the myth is with them in daily behaviour, images or artefacts. 

The story of the origin of profitability is not told as a single story. Mythical events are often bound to the stories of creation, gods or archaistic life (Peradotto 1973). But myths are still deeply in our world. They are so obvious that there is no need to repeat their explanation. (Cooper 2003.) We know them collectively and we construct our cosmological conceptualisation by them. We notice them only after having told the stories, if we are interested in such an analytical approach.

Barthes (1979) has studied contemporary mythologies and Bradley et al (2000) myths of the workplace. Their analyses are based on discourses, observations, images and artefacts. Urban (2001) examines modern myths in a culture that is living under a strong Western influence. The theory of myth and its analysis in these studies bring forth a dialogue about dynamics and stability of culture. Urban illustrates the traditional side of a myth by calling it as the enchanting myth that is repeated nearly unchanged time after time. The change of the myth starts from litanies of complaint and continuos repetition of disadvantages. It is a sign of an emergent, new interpretation that may later replace dominant set of concepts.

The finalisation of the research question is, thus, anthropological and it relates the evaluation of entrepreneurship with the function of profitability. It is mythologized reality, when adapted to the life-style of the core family and kin. The object of this study is to conceptualise these traits that make a family respected and the entrepreneur capable of self-esteem in order to carry on the family’s life-style.  

Epistemological mythology 

In this paper I will use ethnographic texts (Geertz 1973) that I have analysed and written for a set of articles. The data consists of fieldwork during seven years: field notes and photographs of participant observation; interviews of all family members; records of business contracts, books, histories etc.; family photoalbums and diaries. The ethnographic texts are also systemised with previous writings of local and regional histories and research of the industry or biographical studies of the branch (Sanjenk 1990, Hammersley 1992). The subject of the case study (Yin 1994) is a small sawmill that has been in the ownership of a family for three generations. In the beginning of the twentieth century it was founded in Northern Finland, at a time when the prospects of the industry were good (Talve 1962, Selby 1989). National independence strengthened opportunities in the international markets (Kuisma 1993) and, on the other hand, rapid change in agriculture decreased chances to find traditional employment in the village (Hjerppe 1993). In this empty conceptual space the newly born entrepreneurship formed its own idea of industrial profitability. It is possible to determine a myth structurally by the methods of semiotics (Lee and Urban 1989), although the characteristics of dialogue and the social ownership of the myth lean analyses toward cultural anthropology.

The structure of a myth and the process of mythologizing 

We could define the barthesian (Barthes 1973, p.117) myth with a single word: "the innermost". He means that a myth is structured dualistically, so that the signifier (characteristic) and signified (meaning) combine in the meaning progressively in a second level process. The meaning in the first level is within discourse (Kaivola- Bregenhoj 1992) and the meaning moves to the second level in the process of justification of the myth. Thus, the structure of myth (Figure 1) expresses in itself that it is not simply a casually told story, or a modern belief put in the form of a theory. The myth can be understood in the context in which it is a real, believed truth. The signification of a myth is based on stability of the second level form (signifier). The meaning on the level of the discourse can change rapidly, if not attached to a myth, which provides a clue to the concept (signified) of experience and tradition and return the signification to the collectively constructed social reality that accepts the moral frame in the life-style. 




FIGURE 1. Dynamics of the myth is the creation of knowledge. Structure and levels of myth process is developed from a static meta-language theory of Barthes (Barthes 1973, p.124).

The signification is the relatively stable part of the myth system that gets fresh expressions on the discursive level. Images, symbols and practices are adjusted in the myth of profitability to all that is believed to compose it. The dualism of the myth is paradoxical. Its collective element limits the understanding of the concept and signification, and the rationality is lost to those who do not internalise the totality. It is essential that on the discourse level interpretation and the creation of the sign come from that conceptual context that the myth represents. As the concept of the myth leaves its signification, the myth becomes a story, an empty relict of no value that will gradually be forgotten. 

The process, in which the myth gets its life, unites the present and the past. A dynamic reality is transformed into customs and rituals that return to the myth by strengthening and keeping it in power. Swantz emphasises the theory, based on symbolism, that the myth is organically connected with the teleological beliefs that arrange the praxis into signification. Conforming to Turner she built her analyses based on exegetical, operational and positional explanations (Swantz 1986, p.58). In the mythologizasing process of profitability it is now possible, according to Swantz, to categorise the rational use of resources (operational), which guarantees a good turnout (theoretical/exegetical) and a better profit than unplanned and random usage or patterns of work (positional). To the dynamics of the myth and symbols she attaches 1) the adaptation of new features/forms to the old base/meaning, 2) the borrowing of forms outside that changes the understanding of the concept, or 3) new interpretation caused by the change of the context without the change in the meaning, 4) the maintaining of symbols, rituals or myths in a changed context without believing them any more, 5) the adjusting of the myth into an alien intention, that transforms the belief/signification to a completely new purpose. (Swantz 1986, p.72). In the process of mythologizing all stages are possible, so in the next cases I will review only one concept of profitability that is attached to taxation and to the collective myth it signifies.

Case: a collapse of the profitability 

Modern Finnish Dictionary (1979 vol 1, p.183) defines profit as the proportion of an actual business profit to assets or invested capital. It can also mean efficiency. In the example of the dictionary it is advised to make calculations of the profitability. According to the same source an entrepreneur’s profit is a part of the entrepreneur’s income that is left after deducting his salary, interest of the equity (invested capital) and the rent of a land. In the category of obligations taxes come first and only then refunds to the family and to the entrepreneur according to their shares of investments. In this schedule the family business faces the risk of loosing salaries, equity, and assets without any profit. Yet the calculation of profitability is based on agreements and the outcome of calculations depends on, how they are aimed to be used and on the person’s purposes who makes them. The concept of profitability is dependent on the context and values, and therefore exposed to mythologization. 

While recording the interviews of the entrepreneurs, the discussion turned constantly to taxation. It is the topic also in the speeches of political representatives, and in the harmonisation process of the legislation of family business taxation in EU. (Anders Blom, Family Business Network meeting at Tampere 12. March 2003). A national diversification is a problem in global competition (Allen, Casson and Jennings 2002, Salvato 2002). 

In the following extract the entrepreneur of a sawmill recalls a past event that took place in 1970, in relation to a reform of the tax legislation. At the same time the business was growing. Around the world the oil crisis was a turning point that the researchers from different disciplines interpret as a start of a new arrangement of the world economy. The change to global markets was taking place from the traditional industry that lost its significance for the new service based industry taking the main role. (Kearney 1995, Lawrence and Phillips 2002).

“It was quite a job to learn to fill in the papers. It was also a hard school, when it happened that we had a year that was better than normally, and we sold to Greeks and elsewhere. Then we had a big income and taxes, too. Then, as the prizes dropped down very fast, it was not profitable to continue to saw any more. How can you then cope with taxes? I tried to ask advice everywhere from all sorts of experts, how to manage the situation.

It was just that time. They came from the county taxation board to audit, when they noticed that I had used a wrong period in the bookkeeping of incomes. It was in the instructions. I had interpreted them in a wrong way, so that the small firm could use cash-basis-bookkeeping, and they started to add the taxes. It came every year and I did not notice it at first. It was impossible to get any expert, to help in, revising the books. I had to start myself.  

And it was like that all the time with the taxation of the county board. And then there was a boy, who told me and said that he had recently been in training and knew, how to calculate these incomes. And he was an expert there. The whole thing was just a sham there. I tried very hard, even called to the taxpayers’ union, but that was no help. Luckily, the municipal taxation director was a person, who talked for me in the board. An exceptional director. “ (entrepreneur, 2nd generation)

In the above discourse the entrepreneur describes difficulties, that appeared suddenly, and he had to solve them in the middle of accustomed tasks. He had a feeling of success and the profitability was better than in earlier years. Later he drifted to an opposite position, with the more powerful currents, as the economic trends changed rapidly. This is characteristic in the wood processing sector. In the rational behaviour of the profitability, it was not wise to continue sawing in the old way, but to accept the situation and to change the strategy of the production process. Until that event, the sawmill had been in operation for 60 years, so that the family had already practical knowledge of the industry and the sensitivity of the world economic trends. As a capable entrepreneur he was prudent not to fill the reserves or start investing in stores that might be difficult to market after processing. Another sudden event came from taxation. In the tax legislation profit is defined as income that is left to the entrepreneur after deducted expenses. But in that situation, the entrepreneur saw also evidence from the past months, of the changing trend. This, however, is not something that the taxation board recognises as data. For it the tax was a direct meaning (Figure 1) of the past years profitability, and the growth of the firm.

On the level of myth tax is a form, a signifier that is already fully interpreted on the discourse level. The content of the form, taxes, is emotionally charged. It is not a mere calculated abstract value, but in the myth taxes can be understood only with the concept. 

The experience of the profitability is a risky undertaking for the entrepreneur. The key of the concept is its informative function to those, who recognise the signification. The taxation officer does not see in the risk any subjective, sensitive object or does not even have knowledge of it from his personal experience or tradition. The risk-taking turns into experience and is justified only to the entrepreneur and the family. As taxes and risk behaviour is interpreted together as profitability, it is meaningful to the entrepreneurs. The signification comes from that. The lack of profitability will force the business to be closed and very often tax is the sign that is openly expressed to the stakeholders as an indication of the success of the firm. Especially for small enterprises tax officers represent the contacts that file a bankruptcy petition against the firm and repossess its possessions. So on the discursive level the capability of the taxation officers to do their job is under suspicion.

The signification of the myth is not obvious to those that do not hold the same myth. The connotation to collective values leads it away from the instrumental rationality. For the entrepreneur profitability is an alibi that is constantly present in the activities and motivates in the praxis. In the taxation the entrepreneur mirrors himself and his capabilities. That is the reason, why the diminishing profitability and bankrupt are hard. The observers and outsiders cannot understand this, because the calculations and figures tell only about the empty substance of profitability. 

How was the myth of profitability first established and what is its position in the family business now? The origin of the myth is influenced by the empty conceptual space that requires a new understanding of the living world. In the year 1906, when the firm was established, the collective concepts were bound around peasant agriculture. The idea of profitability was connected to cycle of the year and the growth of crops. The idea of the value of forests was new and with it also the cash flows started to find their ways into the sources of livelihood in agrarian villages. In the bookkeeping of year 1920 all the activities happened in the vicinity of the village and still in the books of 1940 there are some notes of the reciprocal activities. The profit and the private household economy were mixed. Conversely, there are numerous contracts and deeds of land sales that give rights to ownership of large properties. Learning the behaviour of monetary markets has taken for decades. 

In peasant concepts of livelihood, the sawmill family adopted new elements that the surrounding village and its members had never before embraced. The entrepreneur of the first generation was a young immigrant in America and worked in big scale factories and learned the principle of industrial arrangements. New parts of the myth were adapted to the body of the old and they gradually changed the background belief of the means to achieve livelihood. After the returning to the home district the entrepreneur joined the newly founded rural district council and acted in local authority bodies. As a trusted man he was a lay member and a communal taxation board member and had a chance to follow the development and decision-making of these authorities. In the beginning of twentieth century taxation in the district focused on agriculture and later, in the 1970’s enterprises and corporations contributed a major portion of tax income to the community revenue. Taxes were partly based on arbitrary taxation and at least the small firms were in a difficult position, if the profit of the succeeding years did not meet the expectations of the taxation board. The entrepreneur tried to keep in the background “so as not to be noticed”. Competition and recessions of the market economy were still strange phenomena to most of the community members in boards, which represented a peasant attitude. 

In the 1980’s the national law of taxation was implemented also in community taxation and at the same time the succession of the third generation was gradually taking place. During the regime of second generation production was large enough for export, but it was externalised to partners and agencies leaving the activities in the sawmill area as they were before, locally centred. Profitability was seen only as calculations in the concepts of the formally educated taxation officers. The idea was slowly moving to the enterprise and during the third generation the enterprise had totally internalised the concept. The level of formal education in the family business was higher than before and it has helped in gaining information about international markets and direct communications with foreign customers. Profitability has been included with a completely new element and in it profit is evaluated within globally marketability products. The meaning of tax as a sign of profitability has weakened. The taxable part of the production is calculated separately for each transaction every day. These formalities were already a part of the education of the entrepreneur. The strategy of paying taxes is also an acceptable conduct contrary to what it was earlier. Taxes have lost the emotional impact and it has turned to a mere custom. 

Still, in the taxes of the family business there is another side, the taxes of ownership. The feelings and the moral dialogue that were attached to profitability earlier are now transferred to the matters of the taxation of owning equities and properties. During the years of earlier generations taxes were a portion taken out of the incomes and the salaries of the entrepreneurs, and this could weaken the opportunities for the existence of the firm. The same concept of risk-taking is still there in the form of accumulated capital and its taxation. For example, the payment of postponed taxes may fall suddenly in one year, if the entrepreneur retires or passes away. So the succession taxes manifest the significance of the profitability and command of power. This kind of gained understanding, a family ethos, might as well lead to giving up the life-style (Thompson 1981), or if the horizontal view is strongly in favour of entrepreneurship (Harvey and Evans 1996), to adjust self-esteem. The myth is kept in a changed situation, as the context is different.

Case: the entrepreneur encounters tax authorities 

The society expects a profit from an entrepreneur, and he must distribute it according to the legislation for the use of the community. In interviews and ethnographic texts there are stories that entrepreneurs told about the praxis of law and the behaviour of the authorities. Here lies an intersection of axes, in the ways of reading the reality, that constitutes the entrepreneur’s construction of the world and the relation to other family members and friends, and especially to any one else in the society.

The entrepreneur is part of the community and a member of the society, whose laws he respects. Ricoeur (1995) states that this happens, because human beings have a universal will to a fulfilling life and a will to realise it together others within the community. Thus, the entrepreneur’s acts are significant in relation to the family and the stakeholders of the firm, but they are also meaningful as a will to act for the good in relation to the institutions of the community and the society. In the encounters with the tax officials he creates his own horizontal level, that strengthens his self-esteem in dialogue. The tax return form or the requests to file the return and the inspections are the sources of this dialogue. The obedience to law or tax avoidance is connected to the strong evaluation between the subject’s conscience and the respect of others. The evaluation means that no human action is neutral and free of moral. The entrepreneur’s task, from his standpoint of a taxpayer is a reflection of spontaneous evaluation and aspiration for good life. His conscience dictates the moral public space that defines the orientation towards the tax authority. Question is not, what the entrepreneur ought to do, but knowing how he might wish to live his life. (Ricoeur 1995, p.146-148.) 

The vertical axes, the hierarchical structure, define the entrepreneur’s actions from a normative basis. The message of the taxes and laws is combined firstly to the sense of obligations and secondly to the negative expressions of rules and to the nature (good/bad) of the universality of claims. The negative forms of the collective contracts are the structural function of the axes. (Ricoeur 1995, p.148-149.) For example – the tax is progressive in relation to profit or the reducibility is due to take place in a limited time of the actual expenditures (Alha 1920). 

The claim, that the taxation laws are universal, moral norms, is dependent of space and time. As a social agreement they are in force in some form in the societies and communities that give their members some social rights. These individual, subject rights and autonomy are opposed to the externally given obligations and obedience with threats of punishment. In this category we weight, what price is to be paid from obedience, of which the opposite side is self-esteem. The business profitability is closely tied to the obligation and the faceless, rigour law that is forced impartiality upon the entrepreneur. (Ricoeur 1995, p.149-152.) 

The dimension of action anchors the obedience of the norm to a specific case and situation. Here, practical reasoning works organically and combines two processes of interpretation, tax and moral. The case is taken as a logical story that is interwoven with history and experience that sets a case subject to a certain norm. But it is not always clear, which norm should be applied. Logical argumentation between the entrepreneur and the taxation authority gives then a fair interpretation in order to make a decision. In this regard, it is question of impartiality, which evaluates the moral of the representative of the taxation authority to his power position. In a situation of conflict, the respectability of the universality of the tax laws is opposed to the individual and, in order to reduce the arbitrariness of judgement, it is practical to use reason and what is perceived as a for the common good to solve the case. This conviction can be called practical reason that gives to the dimension of action an adhesion with the ethical analyses of the legislation (Ricoeur 1995, p.152 - 155.). 

Conclusion

The “tragic” dimension of action justifies the answer to the anthropological question of the traits that lead the entrepreneur to be capable of social commitment and the self-esteem that stems from it. The traits are 1) a will to live a fulfilling life, 2) to commit to the obligations and 3) an expectation of a fair treament. These traits of entrepreneurship are necessary conditions to the self-respect and sustainability of the business. Although profitability is examined in business studies as an outcome of measures, this analysis shows the factors to be more like beliefs, values and habits for conceptualising the living world around it in order to making it meaningful. As long as the myth is dynamic and creates the signification in habits, it serves as a bond in family business system keeping alive the gained experience and melting in it new elements. By this firm belief in the future, the family business is strong enough to carry on entrepreneurship: innovative, capable of risks and familiar to individuals. It uses profit to generate opportunities and responsibility (Pistrui and Habbershon 2002). Theories applied from a scientific point of view open a new understanding in the specific field of the entrepreneurship research.   

”Without institutional mediation, individuals are only the initial draft of human persons (Ricoeur 1995, p.10)”. 
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