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Research gap and motivation
Family firms are all around: On average, more than 80% of all firms are family firms and they
contribute roughly two thirds of all employment positions. Often, family firms are termed the
backbone of economies worldwide. Moreover, family firms are often characterized as loyal
employers that do not only purse short-term shareholder value maximization goals but also
care about stakeholder wellbeing. However, despite a wide agreement about the importance
and ubiquity of family firms worldwide (Anderson and Reeb, 2003; La Porta et al., 1999),
there is still a lack of scholarly agreement what a family firm exactly is and how family firm
status can be measured. Within the recent years, scholars seem to have converged against
Chua et al.’s (1999: 25) essence-based approach, which describes family firms as businesses
“governed and/or managed with the intention to shape and pursue the vision of the business
held by a dominant coalition controlled by members of the same family or a small number of
families in a manner that is potentially sustainable across generations of the family or
families.” Moreover, researchers have increasingly emphasized that family firms do not
constitute a homogeneous group of organizations, yet there is an abundant amount of
heterogeneity among family firms (Chua et al., 2012), calling for more nuanced
operationalization of family firms and investigations of contexts.
Innovation is a key driver of long term organizational success (Danneels, 2002;
Kessler and Chakrabarti, 1996) as it is associated with novel products, improved production
processes, and ultimately competitive advantages. Thus researchers have long sought to
understand determinants of innovation in organizations (Bell, 2005; Damanpour, 1991; Greve,
2003; Hult et al., 2004).

For instance, firm performance below aspiration level, slack

resources, and top management team diversity have been shown to positively influence a
firm’s innovative behavior (Bantel and Jackson, 1989; Chrisman and Patel, 2012; Greve,
2003), while formalization and centralization are associated with mixed or negative effect on
innovation (Damanpour, 1991; Jansen et al., 2005).
Within the last decade, scholars have begun to investigate how family control affects
the respective firms’ innovativeness (Chrisman and Patel, 2012; De Massis et al., 2013;
Gómez-Mejía et al., 2014) and how innovation in SMEs differs from that in larger
organizations (Keizer et al., 2002; Lee et al., 2010). In particular, based on the idiosyncrasies
stemming from family involvement and/or a small organizational size, such as unity of
ownership and control, several sets of goals and capabilities arise that render innovation
behavior of those businesses distinct from those of other types of organization (Gómez-Mejía
et al., 2014; König et al., 2013; Lee et al., 2010; Patel and Chrisman, In press).

While this research has advanced our understanding of family firms’ and SMEs’
behavior and revealed some first interesting insights, findings of previous studies are not
cumulative (De Massis et al., 2013). For instance, some studies argue that family firms are
risk averse (Anderson et al., 2012) and prefer conservative strategies to preserve family
owners’ socioemotional wealth (SEW) (Gómez-Mejía et al., 2007) over more long-term
oriented goals such as innovation (Chrisman and Patel, 2012) and thus are less innovative
(Block, 2012; Classen et al., 2012).

Other authors argue that because of their

transgenerational intentions (Chua et al., 1999), their opportunity to pursue long-term oriented
strategies (Le Breton-Miller and Miller, 2006; Zellweger, 2007), and their specific human and
social capital (Sirmon and Hitt, 2003), family firms are more innovative (Zahra, 2005). In
line with theoretical arguments that family control entails costs as well as benefits (cf.
Demsetz and Lehn, 1985), there is an abundant body of empirical evidence that supports
either the negative (Block, 2012; Chen and Hsu, 2009; Munari et al., 2010) or the positive
(Gudmundson et al., 2003; Llach and Nordqvist, 2010) perspective on family firms’
inclination to innovate. Given those inconsistencies and shortcomings of prior literature,
more investigation into family firm and SME innovation is required (De Massis et al., 2013).
In particular, an increased understanding of the drivers and impediments of innovation in
family firms and SMEs appears to be a topic of high relevance.
Contributions and findings of my three essays on family firm innovation
In three articles related to “innovation in family firms”, I aimed to study the antecedents of
firm-level innovation in either family firms or SMEs. However, these papers focus on
different aspects and take various perspectives.
Essay 1. Empirical findings of the effect of family influence on innovation are not cumulative
so far, with some studies pointing to higher innovation in such firms (Zahra, 2005), while
others find a negative correlation (Block, 2012; Chrisman et al., 2009). As such, one pressing
research question is: How can those previous, inconsistent findings be reconciled? Are family
firms, ceteris paribus, more or less innovative as compared to other types of organizations?
These questions will be addressed in the first essay which is based on a meta-analysis of 108
primary quantitative studies on family vs. non-family innovation, covering a total of 42
countries. In this article, we found that innovation input, defined as resources, such as money
and equipment, dedicated to the exploration and exploitation of new opportunities (cf. Adams
et al., 2006), is significantly lower in family firms as compared to other types of
organizations. We also find that, despite lower innovation input, innovation output, which
reflects the outcome of the innovation process, such as number and sales volume of new

products, number of patent releases, or patent citations (e.g., Schmiedeberg, 2008), is higher
in family firms as compared to non-family firms. We further find that both relationships—
lower input and higher output—are even more salient if the CEO is a later generation family
member. However, if the CEO is the founder of the firm, both relationships turn into the
opposite, meaning lower innovation output despite higher input. Interestingly, a post hoc test
reveals that those relationships are contingent on the institutional context. When minority
shareholder protection is high instead of low, family firms invest even less into innovation
input—a finding that is counter-intuitive at first sight and might be explained by recent law
and economics literature (Anabtawi, 2005; Belloc, 2013) that points to the heterogeneous
interests of minority shareholders. The post-hoc test also reveals that the positive relationship
between family firms and innovation output is even more positive in countries in which the
level of education is high, so that family firms can benefit from the knowledge of suppliers,
customers, and employees with high levels of human capital.
Essay 2. We also know that not all family firms are equal. Indeed, recently much
scholarly attention has been drawn to gain a better understanding of heterogeneity in family
firms (Chua et al., 2012). In other words, the question arises which factors do either impede
or foster innovation in family firms? It is indeed the “family” and thus the individual family
members that make family firms distinctive from other forms of businesses. As such, it is of
greatest interest to study the effect of those individuals on innovation (James, 2006). In the
second essay that is based on a qualitative interview-based multi-case-study approach, we ask
how the stories shared among family members, a frequent act that takes place in private
settings such as joint family dinners (Jaskiewicz et al., 2015), affect decision making
structures within the firm and ultimately innovation. The comparison of innovation behavior
of 41 Sardinian wineries shows that stories shared among family members were important in
all studied wineries, however, the main focus of those shared stories differed among the
studied firms, with some focusing on the founder and others focusing on the family, emotions,
as well as values. The stories shared within the family also affect how the family members
make decisions within the firm. First, the stories might constrain the scope of decision
making options considered. For instance, a strong focus on founders within the stories, as
observed for several of our studied firms, narrows the scope of decision options to those
strategic activities which are in line with what the founder would have done. A focus on the
family, emotions, and values, does not have such a constraining effect. Based on literature on
path dependence (Sydow et al., 2009), we synthesize that the shared stories provide
legitimacy to certain decision making options. Second, we find that stories also affect who is

involved in decision making. While many of the studied family firms, on paper have high
level of intergenerational involvement, this is not true in practice: In family firms with
founder-centered firms, decision making power is concentrated within the older generation
and also conflicts are solved in their favor. In family firms with shared stories focusing on the
family, emotions, and values, however, also younger family members are invited to actively
participate in decision making. Abstracting from those findings, we propose that the shared
stories provide authority to certain family members that are active in the family business. Via
their effect on decision making, the shared stories ultimately affect innovation in family firms.
More specifically in those family firms with shared stories focusing on founders (and, thus,
legitimacy for only few, narrow strategic actions and authority concentrated among few
family members), innovation is infrequent and belated. Family firms with shared stories
focusing on the family, emotions, and values, however, do not experience such constraints in
decision making and new ideas are very often proposed by younger family members. As a
consequence, innovation in those firms is rather high, with frequent and sometimes even
radical innovations, realized, for instance, through own laboratories.
Essay 3. In the third essay, we turn the focus to the CEO’s personality by asking: How
does the CEO’s regulatory focus (Higgins, 1998), which is a dimension of personality
recently identified as important in the entrepreneurship context (Tumasjan and Braun, 2012),
affect innovative firm behavior, namely exploration and exploitation? In the third article,
which is based on survey responses from Swiss SMEs (many of them being family firms), we
found that the CEO’s regulatory focus has a strong effect on the SME’s level of exploration
and exploitation. More specifically, as hypothesized, high levels of promotion focus, that is a
motivational approach focused on maximum goals and on continuously achieving “hits,” are
associated with higher levels of both, exploration and exploitation, which is in line with a
complementary view on finding and harvesting new opportunities, that assumes exploration
and exploitation as two separate dimensions (Bierly and Daly, 2007). We further found
support for our hypotheses that both correlations are even stronger in case the competitive
intensity is high. We further hypothesized that high levels of prevention focus, that is a
motivational approach focused on minimal goals and on avoiding failure, is negatively related
to exploration and positively related to exploitation. However, while we found some support
for the negative relationship of a CEO’s prevention focus with exploration, we could not
identify any significant relationship with exploitation. Additional tests revealed that a high
prevention focus might be associated with high levels of exploitation in case of high
competitive intensity. In a post-hoc analysis that investigates different types of combinations

of promotion and prevention focus (Markovits, 2012), we find that achievers (high promotion,
low prevention focus) engage more in exploration (and similar levels of exploitation) as
compared to rationalists (high promotion, high prevention focus). Moreover, our findings
indicate that indifferents (low promotion, low prevention focus) might have been inadequately
displayed as “less capable” workers/individuals in prior research (Markovits, 2012), since
they engage in significantly more exploration than conservatives (low promotion, high
prevention focus) and in similar levels of exploration as compared to rationalists.
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