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Abstract 

Introduction: This paper provides informative content to illustrate how industries have been 

imposed by continuous changes and the ultimate solution to adapt to/overcome these changes 

is to implement innovation such as product innovation. Respectively, this paper targets 

explicitly family firms as the subject of studies since they are considered to be unique by nature 

and comprise a significant part of the worldwide economy. One intriguing branch of this subject 

for further research is the matter of Socioemotional Wealth in family enterprises. This paper 

solely focuses on assessing the impact of family firms’ socioemotional wealth on product 

innovation. 

Purpose: The purpose of this thesis is to develop a comprehensive grasp by observing how 

socioemotional wealth influences the product innovation of family firms in the agricultural 

industry in a local German market. 

Methodology:  This paper pursues an in-depth single case study approach, which is followed 

by semi-structured interviews. Given the notion, the excerpted approach would be qualitative 

and exploratory to provide a better understanding of an already known phenomenon by 

applying and testing the already existing literature such as the Fiber Model to a chosen firm. 

The analysis in this paper is based on an organizational/case analysis approach. 

Findings: This paper has been able to witness that Socioemotional Wealth has an inevitable 

impact on the product innovation of the selected family firm. In addition, by endeavoring to 

comprehend the family firm’s business, it has been realized that the preservation of 

socioemotional wealth affects how the company engages in product innovation which is based 

on existing/required product innovation competencies. 

Keywords: Family firms, family enterprises, socioemotional wealth, product innovation, Fiber 

model 

Abbreviations: SEW (Socioemotional wealth), PI (Product innovation) 
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1. Introduction 

The aim of this section is to provide an abstract and informative explanation 

about the phenomenon of a family firm, the necessity of product innovation, and the impact of 

SEW on the family firm’s decision makings. Moreover, this chapter aims to clarify the problem 

in the body of existing literature. Furthermore, this chapter attempts to provide a clear 

statement of researchers’ purpose for the research and the potential contribution to academia. 

 

1.1 Background 

 Markets in today’s world are fluctuating on a daily basis where any changes in 

the environment can lead a family firm to experience success or failure (Kammerlander, Dessi, 

Bird, Floris & Murruet, 2015; De Clercq & Belausteguigoitia, 2015; Takeuchi & Nonaka, 

1986). However, due to these uncertain markets, family firms need to engage in more risk-

taking if they want to survive the causality of ongoing changes and gain better market positions 

or competitive advantages (Naldi, Nordqvist, Sjöberg & Wiklund, 2007). Moreover, 

competition tends to become more fierce where rivals continuously develop business factors, 

such as new techniques, products, services, and business models to reach more customers and 

increase their market share (Naldi et al., 2007). The competitiveness of family firms revolves 

around the continuous improvement of business growth which depends on the firm’s innovative 

capacity and strategy that can help capture valuable market share and promote survival (Lopez-

Fernandez, Serrano-Bedia & Gómez-López, 2016; Laforet, 2013; Beck, Janssens, Debruyne & 

Lommelen, 2011).  A method of becoming more competitive is to become more entrepreneurial, 

where the firm immerses in proactive product market innovation (Naldi et., 2007). More 

specifically, product innovation is considered as one of the most fundamental classifications of 

innovations which enables a firm to produce a new product or modify an existing product for 

better satisfaction of existing clients and attraction of potential customers (Trott, 2008). Firms 

aim to customize products and optimize product performance based on the defined needs, which 

is extracted from the customers’ perspective (Utterback & Abernathy, 1975). Throughout this 

paper, the authors will solely focus on product innovation (PI) as innovation. Innovativeness 

and proactiveness (Naldi et al., 2007), speed and flexibility (Takeuchi & Nonaka, 1986) are 

essential components for businesses to cope with the fast-changing business environment. It 

can be observed that these factors are generally applicable to all mainstream types of business 

enterprises, such as family and non-family firms.  
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 Family firms represent several considerably unique features and characteristics 

(Ramadani & Hoy, 2015). The phenomenon deserves a comprehensive assessment in terms of 

innovation since family enterprises are favored with unique resources which need to be 

managed more efficient and effective (Sirmon & Hitt, 2003). Family firms play an essential 

role in national economies worldwide where they comprise between 65% to 80% of all 

enterprises and therefore contribute significantly to the growth and stability of various markets 

(Lopez-Fernandez et al., 2016; Kellermanns, Eddleston, Sarathy & Murphy, 2012; Acosta-

Prado, Longo-Somoza & Lozano, 2017). Family businesses can vary from a local corner store 

to a major global player in the pharmaceutical industry, such as Novartis. Nevertheless, they 

are considered as the most complex forms of business (Craig & Moores, 2006), which can be 

due to the complex internal structures of governance, management, ownership and family 

involvement (De Massis, Kotlar, Chua & Chrisman, 2014). However, since family businesses 

are examined as the majority of all types of enterprises worldwide, what is considered a family 

business? Chua, Chrisman and Sharma (1999, pp. 25), states that:  

“The family business is a business 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”. 

Family firms typically possess unique characteristics and resources which may 

influence their strategies to maintain innovation (Beck et al., 2011; Lopez-Fernandez et al., 

2016). Family firms are differentiated from non-family firms in terms of competitiveness and 

uniqueness due to their culture (Laforet, 2013). This leads to identifying differences as a result 

of their decision-making processes, daily activities, innovativeness, and resource allocation. 

Previous research has stated that the company culture of family firms is more positively related 

to better work environments, production efficiency and strategic decisions than the culture of 

companies without any family association (Laforet, 2013). Moreover, this is related to the fact 

that family cultures develop over a long time period, where various components such as 

company history, owner’s values, national cultures, organizational goals,  and competitiveness 

of the industry are interlinked. 

 It is important to note that family firms need to find a balance between the well-

being of both family and firm since these two factors can differ in terms of values and goals 

(Classen, Van Gils, Bammens & Carree, 2012). An intriguing, influential component with 

regards to family members and the firm is the socioemotional wealth (SEW) perspective. This 
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perspective acknowledges that the uniqueness of family firms dwells in having financial and 

non-financial objectives which influence how problems are understood and what actions are 

undertaken (Naldi, Cennamo, Corbetta & Gomez–Mejia, 2013). For example, family goals 

could be protecting socioemotional wealth factors where they want to avoid risk-taking, 

whereas business goals could be to pursue innovation activities, thus taking risks and harming 

SEW factors. Nevertheless, understanding the innovative behaviors of family firms is 

considered necessary since these firms are comprised with exclusive cultures, norms, values 

and processes which are generally absent in non-family firms (Kellermanns et al., 2012). More 

interestingly, acknowledgements and values may also differ within the group of family 

businesses (Classen et al., 2012). This means that the values and cognitions between family 

members are also differentiated, which could be due to being part of another generation. 

Nevertheless, family ownership and involvement is significant to innovation, which can be 

based on the theoretical developments of SEW (Fitz‐Koch & Nordqvist, 2017). 

 

1.2. Problem 

There has been a mentionable number of articles published in regard to how 

family firms and non-family firms differ from each other in terms of openness to innovation 

(De Massis, Frattini & Lichtenthaler, 2013). Regarding to this comparison, it is notable that 

findings are appeared to be controversial to some extent (Urbinati, Franzò, De Massis & 

Frattini, 2017). Calabro, Vecchiarini, Gast, Campopiano, De Massis, and Kraus (2018), 

strongly argue that innovation in family firms is a spectacular subject and needs a 

comprehensive and stand-alone evaluation. Most of the scholars discuss the significant 

difference based on certain features which distinguish family firms from any other types of 

enterprises in terms of product innovation (Berrone, Cruz & Gomez-Mejia, 2012; De Massis, 

Frattini, Pizzurno & Cassia, 2015). Scholars have elaborated on the subject from different points 

of view. Through a resource-based view, it can be seen that most of these differences originate 

from the uniqueness of human, social, and financial capitals of family firms in comparison with 

the non-family firms (De Massis et al., 2015). Meanwhile, other perspectives such as agency 

theory discuss the control power of a family through different generations that initiates 

advantages such as unity which strengthens SEW and disadvantages such as nepotism (De 

Massis et al., 2015; Carney, 2005). Respectively, Laforet (2013), states that SEW can probably 

be considered as the most inclusive and identical character which differentiates family firms 

from any other types of businesses. Through exploring the current academic discussions in 
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regards of SEW, it can be seen that SEW to some extent, is inevitably related to values, 

traditions, and ways of processing warrants which reflects upon the family’s culture (Scholes, 

Mustafa & Chen, 2016). Family firms are known to be particularly unique in the context of 

business due to their business culture and characteristics (Zahra, Hayton & Salvato, 2004; 

Kirca, Jayachandran & Bearden, 2005; Beck et al., 2011; Kraus, Pohjola & Koponen, 2012). 

Moreover, it can be observed that family culture has an essential role in constructing the SEW 

endowments of a family business (Scholes et al., 2016). 

 Even though the matter of family culture has been touched upon and perceived 

crucial in shaping SEW and important for adaptation and implementation of innovation in 

family firms (Beck et al., 2011; Duran, Kammerlander, Van Essen & Zellweger, 2016; 

McConaughy & Philips, 1999; Bennedsen & Foss, 2015; Calabro et al., 2018), it is still unclear 

how SEW influences the innovation of a family firm throughout time. Berrone et al., (2012), 

consider SEW as the most important and main distinctive factor of family firms in comparison 

with other types of business enterprises. Relatively, it is vital to observe how the SEW of a 

family firm can either reinforce or barricade a product innovation process within a family firm. 

De Massis et al., (2015), also depicts SEW as the main factor which remarkably distinguishes 

family firms’ business goals, orientations, and innovative style. Exploring the impact of SEW 

on the innovativeness of family enterprises is still a remaining gap in the world of academia, 

which needs further conduction of research (De Massis et al., 2013). This would contribute to 

the specific field of family firms’ innovation discussion, which Calabro et al., (2018), refers to 

an inclusively unique phenomenon in need of more delicate research. Therefore, it can be 

observed that there is a lack of research upon the linkage of SEW and PI in family firms. What 

misses in the existing literature, is that it is unclear how SEW can/may influence the process of 

PI in a family enterprise. 

 

1.3. Purpose 

As it has been argued earlier, it is still unclear how SEW of family firms and 

innovation counterbalance each other toward obtaining prosperity and growth in the market and 

industry. The delicacy of this topic intrigues the interest to explore and understand how the 

SEW perspective can impact the innovation process in family firms. It is interesting to observe 

how these two components associate with each other and their effect on firm performance. The 

purpose is to find a comprehensive explanation for this phenomenon in an exploratory manner. 
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The overall purpose is to form a reasonable understanding of how the socioemotional wealth of 

family firms can affect the process of innovation. Hence, the research question states:   

‘‘How does the Socioemotional Wealth of a Family Firm, Influence the Product 

Innovation?’’ 

 

 1.4. Perspective 

The considered perspective will be from the viewpoint of family members who 

are either involved or not involved in the daily practices of the family firm within the agriculture 

industry. The main focus would primarily be on the third and fourth generation of the family 

since these family members are the dynastic successors of previous generations and have been 

or are currently involved/engaged with the business. Furthermore, the understanding of SEW 

can differ throughout generations, due to micro and macroeconomic and societal changes. 

Aforementioned, the business environment is rapidly shifting from one phase to another where 

it can influence the societal, economic and operational mindset of the family firm. Moreover, 

social behaviors tend to alter due to the involvement of different generations. This can 

reformulate how and why SEW is grasped and valued differently in different generations of a 

family firm. Thus, assessing two generations’ perspectives enables the authors to perceive better 

how SEW has influenced the PI of a family firm. 

 

2. Frame of Reference 

The aim of this section is to provide a comprehensive theoretical framework from 

the existing literature. The purpose is to provide the reader with a better understanding of the 

topic with a funnel approach from the general and broad concepts and terminologies to a more 

specific topic segment, which is the main focus of this paper for further research. 

 

2.1. Innovation 

"Every act of creation is, first of all, an act of destruction" – Picasso. 

 Innovation is considered to be a significant component for the survival and 

economic prosperity of family firms (Kammerlander et al., 2015). Family firms need to 

constantly innovate if they aim to remain competitive since innovation is recognized as a source 
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of competitive advantage (Kammerlander et al., 2015). This is especially true due to changing 

market trends, globalization, rising customer demands, product diversity and new technologies 

(Kammerlander et al., 2015; De Clercq & Belausteguigoitia, 2015). It has been observed that 

when firms pursue innovation, they adjust their strategic behaviour according to their 

environment (Laforet, 2013). This strategic behaviour helps firms to generate, adopt and 

implement new products, ideas, services and business techniques more efficiently (Beck et al., 

2011; Kammerlander et al., 2015). 

 Innovation in this sense is related to generating or implementing new ideas, 

methods of operation, adjusting business models as well as discovering new ways of conducting 

business activities which could bring significant value towards the company in the short and 

long run, as well as develop competitive advantage (Martins & Terblanche, 2003; Ahmed, 

1998; Knight & Cavusgil, 2004; Hurley & Hult, 1998; Kenny & Reedy, 2006). Innovation can 

basically provide companies with an advantage of penetrating markets faster as well as 

establishing a better connection to evolving markets, thus leading to more valuable 

opportunities. Moreover, successful innovation also depends on the firm's current situation 

since it can rejuvenate the firm to some extent. The reason is that it can create new opportunities, 

enhance economic growth, build unique competitive advantage, generate wealth and value, as 

well as become a driver for the firm's long-term survival (Acosta-Prado et al., 2017; Craig & 

Moores, 2006; Kellermanns et al., 2012; Classen et al., 2012; Laforet, 2013). Innovation can be 

seen as a procedure in which a family firm evaluates and analyzes possible opportunities in the 

environment, grasps them and evolves them into reality, which can then be used to generate 

value. 

 It is important to note that the general business environment is a very unique and 

intricate phenomenon where changes in the market occur on a daily basis and can lead 

businesses to either experience success or failure (Kammerlander et al., 2015; De Clercq & 

Belausteguigoitia, 2015; Takeuchi & Nonaka, 1986). It seems that the rate of changes is 

increasing due to the fact that new knowledge, global diffusion and idea generation are 

escalating (Martins & Terblanche, 2003). Changes in the market can occur through either 

external forces or internal business forces (Aguilar, 1967). External forces can be related to 

political, legal, consumer trends, technological or environmental to name a few, and internal 

business forces could be financial, cultural, managerial, specific production techniques, 

company structure, and similar factors (Aguilar, 1967). Family firms need to adapt and manage 

these changes to progress forward to their business goals. If these changes are not acted upon, 
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it could cause severe challenges and dilemmas within the business, which may lead to lower 

levels of production or even death (Lussier, 1996). Furthermore, family firms highly value the 

thought of passing on their business to later generations, which means that adapting to changes 

is crucial for growth and survival (Beck et al., 2011). A method of adapting to these changes is 

through innovation (Martins & Terblanche, 2003; Ahmed, 1998). 

 

2.1.1. Product Innovation 

 Innovation can be interpreted and evaluated in the context of a business 

environment and organization (Baregheh, Rowley & Sambrook, 2009). Baregheh et al., (2009), 

discuss that innovation is perceived as essential due to the dynamics of the business 

environment such as technology and market shifts. Respectively, innovation is generated based 

on a specific change in the market, with the purpose of reinforcing the firm viability and provide 

the company with competitive leverage. Trott (2008), extensively discusses that innovations 

can be initiated from different roots, have identical origins, and take places in various forms. 

  One type of innovation which is the focal point of this paper, is product 

innovation. Product innovation refers to either a new product of a firm which is born out of 

creativity without a previous model to look at or reborn out of improvement (Trott, 2008). An 

old definition of new product innovation is the attempt to apply new technologies within firms 

(Schön, 1967; Lukas & Ferrell, 2000). Lukas and Ferrell (2000) and Olson, Walker and Ruekert 

(1995) discuss that product innovation can be classified in three distinctive groups of (1) line 

extension: referring to an item which is familiar and comprehensive by the firm but new to the 

customers, (2) me-too products: referring to items which might be new to the firm's area of 

operation but the market is already aware of, and (3) new to the world products: referring to 

items which have neither been recognized by the firm or the market before.  

 A clear-cut example for the line extension category can be when a company like 

Apple introduced iPod as a new product with exclusive new features to the market, while for 

instance iPhone 5s was considered as the modified version of iPhone 5. Respectively, an 

example for the category of me-too products can be a huge corporation such as Google entering 

a new area of business such as streaming and entertainment. The new to the world product 

comprises fundamentally different innovations such as the first time the telephone or television 

were introduced to the market. 
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  The authors of this paper perceive PI as a process in which a firm pursues either 

developing new products or improving the characteristics of existing products for the existing 

and/or new markets. Product innovation can be remarkably valuable and necessary for 

numerous firms (Dougherty, 1992). Dougherty (1992), states that in order to accomplish a 

commercially successful and feasible new product innovation, the considered product needs to 

be followed with pursuable market and technology approaches. These approaches and 

possibilities should be closely and effectively involved with each other in designing, processing, 

and finalizing the product. In other words, this argument defines that innovation is based on a 

set of necessary competencies known as PI competencies (Atuahene-Gima, 2005). Product 

innovation competencies are derived from the strong and effective compiling linkage of 

customer/market and technology (Dougherty, 1992). Respectively, Danneels (2002), claims 

that innovating a new product can either be based on the existing technology and market 

advantages and competencies which the company has or it might demand the acquisition of 

new ones. PI can only take place by compiling and aligning these competencies since focusing 

on them separately would make it impossible to comprehend what the product is (Dougherty, 

1992; Danneels, 2002). Daneels (2002; pp. 1104) debates that:  

 "A product is not a technology nor a set of customers, since, for example laser 

technology underlies a wide range of products, such as fiber optic networks or cutting tools, 

which can be marketed to a wide variety of customers from banks to surgeons". 

 Danneels (2002), identifies a certain number of competencies for each of these 

two aspects. On the technological side, the linkage requires competencies such as 

manufacturing base, facilities and equipment, manufacturing's tacit knowledge, engineering the 

tacit knowledge, or tools and measures for the assurance of the quality. Meanwhile, on the 

customer side, the company needs to acquire extensive knowledge of clients or markets' needs, 

own strong network capital and communication channels, proper sales and distribution hubs, 

and a good name and reputation in the market. Dougherty (1992), illustrates that from the 

market demand perspective, products are considered attractive or necessary based on the 

motivation which originates from customers need. From the supply perspective, the technology 

a firm possesses or can potentially acquire can equip the company to customize the products to 

fulfil customers' needs. These initiatives are merely taking place because firms either want to 

extensively improve and advance their existing competencies and capabilities by exploitation 

or obtain new competencies by engaging in exploration procedures (March, 1991). 
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 It is argued that product innovation can be a result of either an exploration of new 

PI competencies or optimal exploitation of the existing ones (Danneels, 2002). However, 

exploitation and exploration of competencies can become a dilemma for firms. The 

management line often suffers the strategic dilemma that rises when the company 

simultaneously tries to effectively exploit the existing competencies and acquire new 

competencies to use them as a replacement for the old competencies (Atuahene-Gima, 2005). 

This is also known as the capability-rigidity paradox. Atuahene-Gima (2005), discusses that the 

old PI competencies might act as rigidities and barricade the firm from an adaptation of new 

competencies which might make the old ones obsolete. This is a necessary management task to 

balance out the exploration and exploitation process. A key element to move more effectively 

toward the right direction is the market orientation (Atuahene-Gima, 2005). The customer 

demand and rivalry among different suppliers enhance the necessity for the firm to invest 

sufficient amount of resources in both exploitation and exploration to gain competitive leverage 

in the market. 

 Danneels (2002), identifies exploitation as a process which is comprised of a 

short-run, clarified, and more sensible result in comparison with exploration which can be 

unclear and take a long period for showing results. Meanwhile, exploration can result in 

generating knowledge and competencies. This provides better ability and flexibility for the firm 

to adjust itself to ongoing changes in dynamic environments where current capabilities can 

become outmoded anytime (McGrath, 2001). 

 Aforementioned, product innovation is generally considered as a new product or 

improvement of an existing product (Trott, 2008). In most cases, it is initially derived from 

tacit, professional, and abstract sets of knowledge and data (Kessler, Bierly & Gopalakrishnan, 

2000). The new product/improvement can possibly be a competitive advantage for the firm 

(Kogut & Zander, 1992) which can more conveniently meet the customers' expectation or serve 

a new segment of customers. The nature and understanding of PI have shifted throughout time 

due to the rapid pace and competitive atmosphere of the world market (Takeuchi & Nonaka, 

1986). In fact, PI is not limited only to tangible parameters such as quality of the product or 

cost efficiency. Although these parameters are still inevitably important, speed and flexibility 

in terms of innovation (Takeuchi & Nonaka, 1986) and time-based competitiveness (Stalk & 

Hout, 1990) are the three of the relatively new essentials for overcoming the competition in 

today's world. 
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 Meanwhile, PI is seen as a tool to assure a company's arrival to success and 

competitiveness, and there are specific needed core capabilities along the way. Core capabilities 

are considered as a collection of distinctive routines, distinguishing skills, and complementary 

resources which shape and facilitate a firm's foundation and capacities for rivalry (Teece, Pisano 

& Shuen, 1990). Leonard-Barton (1992), recognizes PI as the result of effective interaction and 

combination of four inclusive paradigms: managerial capabilities, which is the base of skills 

and knowledge, technical capabilities of the firm, as well as the unique norms and values of the 

firm.  

 

2.2. Family Firms 

 Family firms are unique and valuable business actors since they serve as an 

influential factor for worldwide economies (Filser, Brem, Gast, Kraus & Calabrò, 2016; Chen 

& Hsu, 2009). They are exclusive institutions that promote economic growth (Chen & Hsu, 

2009), and can be perceived as contextual hybrids where there is a mixture of two sets of values, 

rules and expectations between the family and business (Naldi et al., 2007). Family firms 

normally possess unique characteristics and resources which may influence their strategies to 

maintain change (Beck et al., 2011; Lopez-Fernandez et al., 2016). This adds on to the fact that 

family firms are known for being extremely complex. The reason for this is because family 

firms have very intriguing combinations or patterns of ownership, governance, management, 

succession and business processes which can influence the firm's overall strategic decisions, 

structure and goals (De Clercq & Belausteguigoitia, 2015; Chua et al., 1999). The complexities 

of a family firm may also influence the formulation, design and implementation of strategic 

decisions to achieve firm objectives. The family generation members who are in charge are 

seen as significant members since they are the ones who pursue the firm's mission, goals, 

structure and strategy, while also influencing the firm as it develops and grows on a daily basis 

(Davis & Harveston, 1999).   Nevertheless, the sophisticated formality of family firms is what 

renders them different from non-family firms. This thesis paper interprets family firms as to-

some-extent unique enterprises in which ownership/management is occupied by one or more 

family members where relational bonds influence strategic decisions and vision of the firm with 

the aim of transferring the business to future generations. 

 An apparent distinction between a family firm and a non-family firm is the 

involvement of the family. The entanglement of a family in family firms is what shapes and 
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defines the company. The reason why is because the family naturally controls the company 

through voting shares, they represent a great portion of the management team and the 

representative leader of the family recognizes the business as a family business and aims to 

preserve family involvement in the business (Pittino & Visintin, 2009; Naldi et al.,2007; Davis 

& Harveston, 1999). In addition, the nature of a family firm revolves around the vision of where 

they want to be in the future which is developed by the dominant coalition of either one or a 

few families where the intention is to shape and pursue the vision continuously, so that the 

family firm can be sustained across generations (Chua et al., 1999). This basically means that 

the vision of a family firm is differentiated from a non-family firm since the focus is based on 

providing a better future for the family, where the firm acts as an operator to achieve the desired 

vision.  

 Another significant characteristic of family firms that is absent in non-family 

firms is the term familiness (Pittino & Visintin, 2009). Familiness in this sense revolves around 

the culture, values, ideology, multi-generational engagement, governance structure and owners 

strategic planning between family members (Pittino & Visintin, 2009), which can reflect the 

resources and capabilities that the firm possesses (De Clercq & Belausteguigoitia, 2015). The 

familiness of a family firm can serve as an inimitable resource that can provide a firm with a 

competitive advantage over non-family firms. For example, multi-generational involvement 

can combine past business processes with present technology and thus create a unique form of 

business production.  Through leveraging on these capabilities and other resources such as 

human capital, external networks and financial resources, family firms can shape their strategies 

to help progress business during difficult periods of change (Pittino & Visintin, 2009). 

However, it is essential to note that family members from different generations could be 

involved when strategic decisions are made. This could either be an advantage or disadvantage 

for the family firm since members from different generations have diverse knowledge bases 

and perspectives of managing change or business activities (De Clercq & Belausteguigoitia, 

2015). Respectively, Johannisson and Huse (2000), emphasize that individuals (both family and 

non-family members) should be involved in the business based on their professional and 

educational competencies, thus progressing the firm forward. 

     

 2.2.1. Family Firms and Innovation 

 According to  Pittino and Visintin (2009), family firms are more conservative in 

their strategic behavior than non-family firms, which are less growth-oriented, more risk-averse 
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and rely less on socioeconomic networks. Previous research argues that this can be due to the 

high concentration of family ownership, where family managers tend to focus on the stability 

and survival of the firm so that the legacy of the family firm can be passed onto future 

generations (Naldi et al., 2007; Chen & Hsu, 2009). Duran et al., (2016), argue how traditional 

values such as SEW endowments in family firms can lead toward innovations, while from a 

controversial point of view, they are known for avoiding innovation. A transparent debate on 

this matter is that the later generations are more responsible for the maintenance of the growth 

and innovation to survive in the market in comparison to the first generation (Craig & Moores, 

2006). Beck et al., (2011), state that the family generation that is in control can be expected to 

have an impact on how innovation is acted upon since they already have an influence on the 

family firm's structure and management style. Furthermore, this means that family businesses 

located within various generational stages will also be distinguished in terms of their 

innovation-oriented culture (Beck et al., 2011). In order for a family firm to survive through 

generations, the family firm needs to obtain the ability to grow and sustain competitive 

advantage, which can be achieved through innovation (Kellermanns et al., 2012).  

 However, innovation in business is highly revolved around Research and 

Development (R&D) expenditures. R&D can result in high costs, where failure is prominent 

due to inadequate skills or lack of resources (Chen & Hsu, 2009). Many scholars argue that this 

could lead family firms to engage less in R&D investments, thereby avoiding potentially 

harmful risks (Block, Miller, Jaskiewicz & Spiegel, 2013; De Massis, Frattini, Kotlar, 

Petruzzelli, & Wright, 2016). Meanwhile, family firms are known to be long-term oriented 

businesses (Lumpkin & Brigham, 2011). This paradoxical mindset is arguably initiated from 

the discordance of internal and external SEW which will be discussed in the following sections 

(Vardaman & Gondo, 2014). Among all the arguments and controversial viewpoints in the 

world of academia, it can be observed that there is an agreement on the fact that family firms 

need to innovate for survival, longevity, competitiveness and arguably preservation of SEW 

(Chen & Hsu, 2009; Hauck & Prügl, 2012; Cruz & Nordqvist, 2012). 

  Although all industries encounter cycles of stability and tumult (Kammerlander 

et al., 2015), investing in R&D can help to acquire unique market capabilities which can be 

beneficial for product innovation, thus leading to positive levels of sales and profit (Chen & 

Hsu, 2009). R&D, in this sense, can be perceived as gaining or sustaining competitive 

advantage. Nevertheless, family firms can maintain a strong family character while being highly 
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innovative, meaning that low levels of innovation inputs do not naturally result into low levels 

of innovation outputs (De Massis et al., 2016). 

 It is important to consider that being entrepreneurial can contribute significantly 

towards organizational growth (Chen & Hsu, 2009) and increase the likelihood for family firms 

to sustain across generations (Kammerlander et al., 2015). Family members from different 

generations that own and manage the firm must rejuvenate and recreate themselves over time 

if they want to sustain success from past generations (Lopez-Fernandez et al., 2016). Innovation 

is, therefore, a crucial component for family firms since it influences firm performance and 

economic growth (Block et al., 2013). For instance, successful innovation can lead to an 

increase in market share, an increase in customers or even establish a competitive advantage 

over rivals. On the contrary, innovations that fail can lead to great economic costs, and it can 

create internal disruptions such as conflicts between family members or even business failure. 

The reason why family firms continue to prosper is that they engage in distinct innovation 

strategies than non-family firms, where their concentrated control helps them to adapt to 

changes more effectively (De Massis et al., 2016). Nevertheless, when family firms pursue 

innovation, they need to consider the social capital and familiness perspectives between family 

members (De Clercq, & Belausteguigoitia, 2015), thus the risks of potential inertia, uncertainty, 

conflicts and failure can be reduced based on sharing similar values and ideologies. After all, 

pursuing innovation can compromise the family firm's market position, family name and 

reputation (Hauck & Prügl, 2012; Cassia, De Massis & Pizzurno, 2011).  

 

2.2.2. Family Firms and Product Innovation 

 Ireland, Hitt, and Sirmon (2003) argue about the essentiality of PI and strategic 

innovation for succeeding strategic entrepreneurship. Continuous engagement of family 

enterprises in innovation can facilitate the firm with core competencies, strategic improvement, 

thus counter-balancing the economic hazards (De Massis et al., 2015). Even though these 

aspects are discussed to be two of the most important principles of strategic entrepreneurship, 

there is a limited number of published papers in regards to them (Cassia, De Massis & Pizzurno, 

2012). Moreover, in the academic field, the notion of avoidance is more apparent when the 

attempt is to observe the effect and counter effect of family firms and PI on each other (Cassia 

et al., 2012). Meanwhile, it is believed that innovation needs more elaboration and investigation, 

specifically in the field of family firms (Cassia et al., 2012; Kraus et al., 2012) since it possesses 
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an inevitably fundamental role in shaping a sustainable performance and longevity for the firm 

(Cooper & Kleinschmidt, 2007; Kim & Gao, 2013). 

 An irresistible fact in the performance functionality of a family firm is the 

structure of the family's internal and external SEW initiatives and values (Vardaman & Gondo, 

2014) and the way that family governance is structured (Suess, 2014). The internal initiatives 

refer to the matter of control and influence and preservation of control, as well as altruism to 

name a few (Vardaman & Gondo, 2014). External initiatives refer to firm identity, individual 

attachments as well as networking with communities (Vardaman & Gondo, 2014). These 

arguments clarify why some companies achieve significant prosperity, while some others 

perform inconveniently poor (Miller & Le-Breton-Miller, 2006). A family-controlled firm can 

suffer and be put into jeopardy from destructive nepotism (Schulze, Lubatkin & Dino, 2003) 

through a focus on solely satisfying the few principal shareholders (Morck & Yeung, 2003). 

Meanwhile, family governance needs to be appropriately structured in terms of the level of 

ownership and involvement of family members (Miller & Breton-Miller, 2006; Neubauer & 

Lank, 2016). A proper balance of non-family directors and family power in the business is 

essential. A family firm needs to establish social capital with external parties to enable 

continuous innovation while assuring the succession plan of the family firm through the correct 

engagement of family members (Adler & Kwon, 2002).  

 Family governance is defined as the skeleton and system of processes which are 

implemented at the firm's top level which endeavors to systematize, assure, and endorse the 

accountability and functionality business, ownership, and family's involvement in a family 

business (Gallo & Kenyon-Rouvinez, 2005). Miller, Breton-Miller and Lester (2013), consider 

family governance as a more pragmatic and formalized platform for embedding and clearing 

SEW values within the business. It is strongly argued that the family enterprise's risk aversion 

and goal-orientation, human capital, derivatives for innovation, and strategic behavior can 

highly differ based on family's perception and appreciation for SEW factors and their impact 

on the structure of family governance (Li & Daspit, 2016; Vardaman & Gondo, 2014). An 

interesting fact about the SEW and family's decision-making structure is that it can rejuvenate 

the strategic behavior if the external and internal SEW derivatives are not in accordance. For 

instance, engagement in innovation would be more cared for if the reputation of the family firm 

in the market is influenced by it. Meanwhile, this action takes place along with preserving 

internal socioemotional wealth traits and values of the family such as control, power and family 

culture (Vardaman & Gondo, 2014). 
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2.3. Socioemotional Wealth 

 The socioemotional wealth (SEW) perspective is an interesting phenomenon that 

has received a lot of traction in family business research (Schulze & Kellermanns, 2015). This 

concept was first introduced by Gómez-Mejía, Haynes, Núñez-Nickel, Jacobson and Moyano-

Fuentes (2007), where the focus was to understand empirical differences between non-family 

and family-controlled firms in a variety of ways such as firm risk-taking, executive pay, 

executive ownership, governance structure, environmental performance, human resource 

management activities, innovation, product diversification and agency contracts (Cennamo, 

Berrone, Cruz & Gomez–Mejia, 2012). SEW is a key feature that distinguishes family firms 

from non-family firms (Berrone et al., 2012), where it aims to explain the behavior of the family 

firm based on how problems are framed and what actions are undertaken (Naldi et al., 2013). 

This implies that the concept of SEW and its preservation influences the strategic decisions, 

firm performance, alliance formation, governance structure, management practices, 

diversification decisions and stakeholder relationships of the family firm (Schulze & 

Kellermanns, 2015; Cruz, Justo & De Castro, 2012; Kalm & Gomez-Mejia, 2016). However, 

several components included in SEW share common family goals, such as the preservation of 

the family dynasty, the ability to exert authority, the need for belonging and intimacy, being 

altruistic to family members, having positive social status in the community, conserving social 

capital, as well as the achievement of family obligations based on blood ties (Deephouse & 

Jaskiewicz, 2013; Chua, Chrisman & De Massis, 2015). The value of SEW is thus intrinsic to 

the family where it deals with particular characteristics brought by the presence of family ties 

and their relationships within the firm (Cruz et al., 2012; Berrone et al., 2012). De Massis et al., 

(2016), states that the history of the family strongly affects business operations, where values, 

norms, traditions and beliefs can either be produced or reinforced over time, thus creating a 

channel between the past and present. SEW, in general, refers to the existing controlling and 

influential power, and emotional attachments of a family in a specific family business (Berrone 

et al., 2012). SEW can contain non-authoritative and loosened practices which enable family 

members to examine and enjoy the impact of family on the business (Gomez-Mejia et al., 2007). 

 Moreover, this perspective summarizes a family's affective value which is 

obtained from the firm, where decisions revolve around socioemotional wealth components and 

not just economic ones (Deephouse & Jaskiewicz, 2013). According to Chua et al., (2015), the 

family has a majority of control in the firm where they generally pursue non-economic goals 
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which aims to benefit the family. The benefits that are derived from pursuing non-economic 

goals are coined socioemotional wealth. Family members seek to acquire utility by attempting 

to manage their business in order to preserve or strengthen SEW endowments since it represents 

a key non-economic reference point for decision-making, thus leading the firm to make strategic 

decisions that cannot be interpreted from an economic or risk-averse point of view (Miller & 

Le Breton–Miller, 2014; Kalm & Gomez-Mejia, 2016; Berrone et al., 2012). These 

socioemotional endowments are intrinsically attached to kinship ties where the aim is to capture 

affect-related value that a family obtains from its controlling position in the firm (Kellermanns, 

Eddleson & Zellweger, 2012; Cruz et al., 2012;  Berrone et al., 2012). Additionally, family 

firms are willing to make crucial trade-offs between economic performance and non-economic 

benefits so that the family's affective needs in terms of identity, family influence, family image, 

emotional attachment to the firm and employees as well as the perpetuation of family values 

and dynasty can be positively met (Kellermanns et al., 2012; Berrone, Cruz & Gomez-Mejia, 

2014; Gómez-Mejía et al., 2007: Schulze & Kellermanns, 2015).  

 Nevertheless, Miller and Le Breton–Miller (2014), acknowledges that the 

perspective of SEW can be broken down into two components, namely, Restricted SEW and 

Extended SEW. The restricted element is highly family-centric and contrarily engages against 

the interest of non-family stakeholders and the firm. There is more focus on strengthening or 

preserving SEW endowments than firm objectives Miller and Le Breton–Miller (2014). 

Priorities of restricted SEW could be having family members dominate management regardless 

of skills and knowledge, using business resources as a solution for family conflicts, engaging 

in nepotism or altruism and establishing unqualified family leaders. Outcomes of this path can 

lead to conservative strategies. This helps to maintain family control by providing limited 

opportunities for non-family members to grow in their careers. Moreover, the firm might pursue 

small investments in the business, which makes the family experience sparse innovation due to 

weak managerial ability and high-risk aversion (Naldi et al., 2013). Contrarily, extended SEW 

priorities involve creating strong and stable relationships with partners, thus they may be able 

to sustain over time and increase firm survival, investing into the community to provide 

goodwill for the business and family and having a balance of family and non-family members 

in management. Outcomes of this path can lead to long-term growth and longevity, continuous 

investments into the business such as products and processes, strengthening of the firm's 

reputation and image as well an increase in family pride. It is important to note that both 

components can influence the SEW of the family as well as the firm performance. For example, 
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restricted SEW may boost socioemotional objectives for the family, but may result in financial 

expenses or poor firm performance. The fundamental proposition is that when family firms are 

equipped with high levels of SEW, they should act in ways to preserve those endowments by 

being universally beneficial (Kellermanns et al., 2012) — for instance, operating in 

environmentally conscious methods to strengthen firm reputation.  

 

2.3.1. Socioemotional Wealth Preservation 

  An essential criterion for family firms is if their socioemotional endowment will 

be preserved and protected (Naldi et al., 2013). Family firms are willing to do anything to 

protect their SEW when faced with critical decision-making, while non-family firms are less 

driven to protect SEW endowments, and instead focus on achieving satisfactory financial 

outcomes when assessing business decisions (Gómez-Mejía et al., 2007). Family owners will 

formulate problems or decision-making based on how the actions will affect their 

socioemotional endowment (Berrone et al., 2012). For example, the family will tend to avoid 

performing business practices that damage the environment, since it bears the risk of 

deteriorating the firm's reputation and image, thus negatively influencing the SEW endowments 

of family members. This basically means that the strategic decisions and policy choices of 

family firms are evaluated according to the potential SEW gains or losses (Berrone et al., 2014). 

However, in scenarios where the SEW endowments are at risk, family firms aim to preserve 

such endowments since they provide a greater utility to families than other sources (Schulze & 

Kellermanns, 2015), even though the actions seem financially inexplicable (Kalm & Gomez-

Mejia, 2016), could damage firm performance (Block et al., 2013; Naldi et al., 2013), could 

jeopardize the survival of the firm and its relationship to stakeholders (Kellermanns et al., 

2012). 

Previous literature states that the reason why family firms around the world 

survive through generations is because they conform to the socioemotional needs of their 

owners (Gómez-Mejía et al., 2007). Additionally, preserving these endowments requires family 

control of the firm, which may lead the firm to act more conservatively by avoiding decisions 

that incur performance instability (Gómez-Mejía et al., 2007). Another method of preserving 

and evolving SEW endowments is to maintain strong relationships with stakeholders by 

expressing interest and conforming to their needs (Berrone et al., 2014). Moreover, sustaining 

a favorable firm reputation influences how stakeholders perceive the firm in terms of 

admirability and trustworthiness and may also lead to better financial performance (Deephouse 
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& Jaskiewicz, 2013). Nonetheless, a long-term perspective associated with preserving SEW is 

to perpetuate the family firm by transitioning it to future generations (Miller & Le Breton–

Miller, 2014), which inspires collaboration between family members, thus establishing rules 

and norms of conducting business activities which increases socialization (Naldi et. al., 2013). 

However, an important distinction of SEW between the current generation and future 

generation is that the endowments of SEW will most likely evolve once the business has 

transitioned  (Miller & Le Breton–Miller, 2014). This means that the significance of protecting 

the family's SEW may diminish, where the focus on improving the financial and performance 

aspect of the firm increases (Berrone et al., 2014). 

 

2.3.2. FIBER model 

 As aforementioned, the socioemotional wealth perspective was developed to 

understand the differences between family firms and non-family firms in a variety of ways. 

These various forms are based on the ability to exert authority, preservation of the family 

dynasty, conserving family values through business, the fulfilment of family responsibility 

based on blood ties, being altruistic to family members as well as exercising the need for 

belonging, affect and intimacy  (Deephouse & Jaskiewicz, 2013; Chua et al., 2015). Losing 

these socioemotional endowments can entail lost intimacy, reduced family status and firm 

image, as well as failing to accommodate family expectations (Gómez-Mejía et al., 2007). 

However, Berrone et al., (2012), developed a model to better understand the socioemotional 

endowments of family firms which has also been elaborated on by several other researchers. 

This model or theoretical dimensions is known as FIBER. FIBER stands for family control and 

influence, identification of family members with the business, binding social ties, emotional 

attachment of family members, and renewal of family bonds through dynastic succession (Chua 

et al., 2015; Kellermanns et al., 2012; Berrone et al., 2014; Le Breton‐Miller & Miller, 2013; 

Cennamo et al., 2012;  Berrone et al., 2012). 

 

 Firm influence and control 

  The first dimension of the FIBER model refers to the family control and influence 

that family members have upon the firm. When it comes to strategic decisions, family members 

play a crucial role in determining what path to take and exert considerable influence over the 

company's management (Cennamo et al., 2012). The capability to exert authority entrusted in 
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family members can derive from an ownerships position or from personal charisma (Berrone et 

al., 2012). When family influence is strongest within a firm, family members tend have high 

levels of control (Gómez-Mejía et al., 2007), which helps them pursue a better family firm 

reputation to non-family shareholders and stakeholders, since these group of actors are often 

unconvinced of socioemotional wealth goals (Deephouse & Jaskiewicz, 2013). Referring to  

Berrone et al., (2012), it is common for family owners to take on several roles in the firm since 

it is a method of expressing continuous formal and informal control and thereby preserving 

SEW. Furthermore, family members tend to perpetuate family owners' indirect and direct 

control over the business activities as a method to build, protect and sustain  SEW (Cennamo 

et al., 2012). 

 

 Identification 

 The second dimension of the FIBER model encompasses the identification of 

family members with the firm. Identification in this sense can be understood as an individual's 

self-concept based on which social group they belong to (Gómez-Mejía et al., 2007). The 

identity of family members usually is strongly tied to the firm's identity, which generally 

occupies the family's name (Cruz et al., 2012). This can result in the firm being observed as an 

extension of the family's legacy by internal and external stakeholders. Internally, employees 

attitudes, processes and quality of services and products can be greatly influenced, while on an 

external note, family members are cautious about their image they cast towards their customers, 

suppliers and other external stakeholders (Berrone et al., 2012). Since family members' identity 

is tied to the firm, it is also linked with the business survival, meaning that any threat to the 

firm's image can become hazardous to the family member or family in general  (Cennamo et 

al., 2012). Furthermore, Cennamo et al., (2012), states that the firm's identity influences how 

the firm cooperates and responds to stakeholders since the firm's identity establishes social 

values that guide its behavior, it defines its perception of reality as well as what is deemed 

important in the business environment. For instance, family members could engage in social 

philanthropic initiatives in order to gain positive attention from the media. Nevertheless, family 

members identification with the firm could be an important driver of socioemotional wealth 

goals since it enables family members to feel a sense of belongingness and membership 

(Deephouse & Jaskiewicz, 2013). 
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 Binding Social Ties 

 The third dimension of the FIBER model refers to the social relationships in 

family firms which develops social capital (Berrone et al., 2012). These reciprocal bond ties 

promote the diffusion of expectations and norms, which leads firms to pursue the welfare of 

those who surround them even if there are no economic gains (Cennamo et al., 2012). Previous 

studies show that community engagement has little effect on preserving financial and firm 

performance even though this type of engagement is considered as a social tie (Choi & Wang, 

2009; Mattingly, 2004). Moreover, kin networks based on social ties may impact the behavior 

of individuals and these binding ties thus become an essential aspect of SEW that families try 

to preserve. Kalm and Gomez-Mejia, (2016), mentions that the binding relationship between 

family members and the firm will affect how family owners conduct strategic decisions. From 

an internal perspective, the strong social ties of kin networks may further enhance the relations 

with characteristics of relational trust, interpersonal solidarity and feelings of closeness 

(Berrone et al., 2012). Additionally, these characteristics are also often shared by non-family 

members, thus stimulating commitment and stability towards the firm (Berrone et al., 2012). 

From an external point of view, the social capital integrated within these binding ties allows 

family firms to strengthen their relationship with external stakeholders through highlighting the 

value of social networks (Cennamo et al., 2012).  

 

Emotional Attachment 

 The fourth dimension of the FIBER model refers to the emotions in the family 

firm. The unique combinations of emotional components derived from family involvement, 

together with traditional business practices, acts as a distinctive attribute of family firms from 

non-family firms (Cennamo et al., 2012). Emotions emerge and evolve on a daily basis whether 

it is through family conflicts, succession, mergers, family loss, economic ascent etc. and can 

either be positive (love, tenderness, happiness) or negative (anger, sadness, anxiety, 

disappointment) (Berrone et al., 2012). However, emotions are inseparable in everyday 

organizational work and may influence current events, relationships and business activities 

(Berrone et al., 2012). Family members should be emotionally invested in the family firm since 

this investment reflects a level of affective significance that an individual associates value from 

group membership (Deephouse & Jaskiewicz, 2013). It is important to note that firms which 

are dominated by family relationships share history, knowledge and experience of past events 
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which may influence family members' emotions and thus impact the decision-making process 

(Berrone et al., 2012). Furthermore, family members who are heavily embedded in the firm and 

express great attachment to the firm have an intrinsic desire to be acknowledged for their 

behaviors in the firm (Deephouse & Jaskiewicz, 2013). Referring to Cennamo et al., (2012), 

family firms who are characterized by meaningful emotional relations and reciprocal bonds are 

determined to enhance the welfare of a larger group than the firm itself. 

 

Renewal of family bonds through dynastic succession 

The fifth dimension of the FIBER model refers to the objective of transitioning 

the business to future generations. According to Berrone et al., (2012), this transgenerational 

intention is one of the most central components of SEW. The reason why this is a fundamental 

aspect of SEW is because the firm symbolizes the family's tradition and heritage and it is not 

just an asset that can be quickly sold (Cennamo et al., 2012). This is primarily vital for family 

firms since statistics show that 30% of family firms survive through the second generation, 

while only 13%  pass to the third generation and only 3% beyond that (Zellweger, Nason & 

Nordqvist, 2012). Selling the family business entails that the family is willing to relinquish their 

entire SEW stock that is tied to the firm (Chua et al., 2015). A primary objective of securing 

this transgenerational control is through providing jobs for future and present family members 

and is also considered a valuable family principle (Naldi et al., 2013). Since this 

transgenerational sustainability is seen as a highly valued goal of SEW, family members view 

the firm as a long-term family investment where perpetuating the family business to future 

descendants becomes a tradition (Cennamo et al., 2012; Berrone et al., 2012). However, 

researchers generally agree that once the transitioning phase becomes successful, the family's 

influence, emotional attachment, personal investment, identification, sense of legacy, image, 

reputation, social ties tend to alter or even decrease when the succeeding generation takes over 

(Berrone et al., 2014; Gómez-Mejía et al., 2007). 

 

2.3.3. Socioemotional Wealth and Innovation 

 SEW is an incredibly inclusive matter in family firms and holds considerable 

influence upon the family firm's decision-making, the wellbeing of operations and 

innovativeness (De Massis et al., 2013). Previous scholars have mentioned that SEW is affected 

by innovation where family firms are hesitant to share control with non family members, they 
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lack the commitment to traditional product lines, they want to minimize external financing etc. 

(Garcia & Calantone, 2002; McDermott & O'Connor, 2002; Chrisman, Chua, De Massis, 

Frattini & Wright, 2015). However, other scholars mention that the SEW of family firms 

impacts innovation practices where family firms have more considerable discretion due to 

altruism, close relationships between owners and managers, personalized control, long-term 

investments and low levels of formalization (Carney, 2005; Schulze, Lubatkin, Dino & 

Buchholtz, 2001: Sirmon & Hitt, 2003; Chrisman et al., 2015). Innovation is a matter which 

takes place for either differentiating the company from rivals or overcoming the changes in the 

business environment (Neely & Hii, 1998). Aforementioned, changes in the business 

environment can either progress or hinder business performance, where complying to these 

changes is fundamental for business survival. However, the process of innovation can 

accommodate these changes, but can simultaneously be influenced by SEW endowments of 

family firms.  

 An interesting aspect to encourage more innovation within family firms is to 

embed innovation exercises deeply into the SEW principles (Miller, Wright, Breton-Miller & 

Scholes, 2015) which can help family firms tackle changes more efficiently. Moreover, family 

firms and their SEW endowments can influence how innovation decisions are acted upon, 

where family firms' behavior, freedom and empowerment to seize and analyze opportunities as 

well as prepare for changes could be pursued to best preserve SEW components of the family 

(Naldi et al., 2013; Schulze & Kellermanns, 2015; Cruz et al., 2012; Kalm & Gomez-Mejia, 

2016). It is important to note that innovation is also a form of entrepreneurship which aims to 

benefit firms by increasing their revenue streams, growth, profitability and success (Berrone et 

al., 2012). However, SEW revolves around the family's affective value that is derived from the 

firm, meaning that strategic decisions revolve around SEW components and not solely around 

profits from innovation (Deephouse & Jaskiewicz, 2013). 

 An intriguing factor of the SEW perspective is that it can result in an 

organizational change where business procedures or activities concerning innovation may alter 

(Kammerlander et al., 2015). For instance, any types of threats towards the SEW can imply that 

the family is in a "loss mode" and that strategic decisions will be based on avoiding potential 

SEW losses even at the expense of other factors (e.g. financial performance) (Berrone et al., 

2012). In this sense, it appears that family firms are both risk-averse and risk-takers. 

 Generally, family firms are more risk-averse because the family's socioemotional 

wealth is usually tied to the firm which means that high-risk strategies tend to be avoided so 
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that the family's wealth does not diminish (Kalm & Gomez-Mejia, 2016; Gómez-Mejía et al., 

2007). For instance, innovation may require expertise from agents outside of the family firm 

where they demand autonomy and control for implementing their strategies, thus resulting in a 

decrease of family control which is normally a SEW priority (Gómez-Mejía et al., 2007). Block 

et al., (2013), discuss that the preservation of SEW may influence the innovation behaviour in 

family firms where they tend to focus on incremental innovation projects that are less likely to 

challenge the managerial and financial control. Furthermore, family firms are less innovative 

because they fear the risk associated with the failure of the new and untested products and 

services (Gómez-Mejía et al., 2007). 

 Although family firms tend to be risk-averse, many have appeared to be risk-

takers to prosper in the business. Family firms are willing to take significant financial risks to 

avoid potential losses to their SEW endowments (Kalm & Gomez-Mejia, 2016). These risks 

can, therefore, damage the firm's performance and become a potential threat to the survival of 

the firm. Considering these risks, family firms may experience the danger of generating only 

incremental innovations rather than radical ones, which can lead to negative consequences in 

vigorous and competitive market environments and industries (Block et al., 2013). Hence, 

family firms are less willing to take immense risks in comparison to non-family firms, unless 

their SEW endowments are at stake (Kalm & Gomez-Mejia, 2016). 

 Furthermore, it has been discussed among the scholars that the first generation of 

a family business is comprised with a different set of SEW characteristics in comparison with 

the taking-over generations in terms of management style and structure (Beck et al., 2011; 

Gersick, Gersick, Davis, Hampto & Lansberg, 1997), innovation and growth pattern (Covin & 

Slevin, 1991; Llach & Nordqvist, 2010), resource allocation and decision structure (Dyer, 

1988), and risk aversion (Craig & Moores, 2006). In order to reduce the risks of potential 

problems within the family firm, family members from different generations should act upon 

goal congruence when dealing with product innovation so that they share the same vision of 

how to progress the family firm forward (De Clercq & Belausteguigoitia, 2015).  To preserve 

and strengthen SEW, firms should develop a clear and precise innovation strategy which aims 

to maintain environmental changes for the survival of the firm (Beck et al., 2011). 
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3. Methodology 

 This section aims to provide a clear understanding of the logic and philosophy 

that this paper follows. Moreover, this chapter comprises all the information in regards to the 

methods and approaches and terms which are considered and used for selecting, collecting, 

structuring, protecting and analyzing data. 

 

3.1. Philosophical orientation 

 Every qualitative research needs to start with clarification, homogeneity and 

congruency of the knowledge philosophy (Byrne, 2001). Philosophy is an ancient word which 

is rooted in Greek language and translates as the love and compassion for wisdom (Easterby-

Smith, Thorpe & Jackson, 2015). Research philosophy refers to an extensive relation toward 

improving the existing knowledge and what is already known in regards to a particular topic 

(Easterby-Smith et al., 2015). Philosophical questioning can help the researcher to question the 

subject or phenomenon in a conventional and straightforward manner to challenge the already 

existing assumptions and develop their level of understanding about the nature of that 

phenomenon (Crossan, 2003; Smith, 1998). 

 The research philosophy can be categorized into two comprehensive spectrums 

of ontology and epistemology (Easterby-Smith et al., 2015). Ontology is known as the 

philosophy of knowing and/or existence, while epistemology refers to the philosophy of 

knowing and understanding of a phenomenon (Easterby-Smith et al., 2015). It is believed that 

the existing gap in the literature of this paper requires an epistemological philosophy since it 

endeavors to understand the unseeable phenomenon of SEW in family firms PI process by 

questioning and evaluating the knowledge and assumptions in real life cases. These real-life 

cases are family firms, and the assumptions are around their concerns for SEW and their 

tendency/reluctance for innovation.  

 It is essential to explain that the world of academia has already accepted the 

existing and inevitable relation and connectivity of SEW and innovation. Hence, this paper 

would explore and exploit the topic with a constructionism lense. Constructionism refers to a 

perspective style in research philosophy where authors aim to build their own set of 

understanding and knowledge while respecting the already existing knowledge and 

assumptions which are considered to be intendant (Easterby-Smith et al., 2015). Furthermore, 

the nature of SEW phenomenon is existing but intangible. Hence, this paper would be 
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concerned with an interpretivist perspective in its scientific philosophy. Interpretivism refers to 

the attempt for exploration and comprehension of a complex social phenomenon and discovery 

of intangible facts (Lee, 1991). Interpretivism usually demands qualitative methods and tools 

of assessment, such as in-depth interviews and inquiries and analytical observations 

(Thompson, 2017). Interpretivism is perceived adequately suitable for this paper, which aims 

for precise observation and understanding of how family's SEW influences the PI procedure.  

 

3.2. Case Strategy 

 Due to the nature of this research topic, the paper focuses on conducting a 

qualitative study. Qualitative research requires recognition of the problem/gap within the 

existing body of literature in the academic field (Easterby-Smith et al., 2015). It follows by 

creating a research question, collecting relevant data, conducting an analysis, and concluding 

the findings. We decided to use a qualitative research design since we want to gain a better 

insight upon a particular phenomenon. A qualitative approach helps us to discover and 

understand new individual views, perceptions and behavior upon a particular topic, which can 

be accomplished through various forms of unstructured or semi-structured data collection 

(Easterby-Smith et al., 2015). However, we will be gathering primary data through individual 

semi-structured interviews. Secondary data (peer-reviewed articles, reports, news items, etc.) 

will be acquired through trusted sources such library database, web of science, company 

webpage and google scholar. 

 Furthermore, the focused qualitative methodology of this paper would be on a 

case study. A case study is a qualitative research methodology which emphasizes on the 

importance of in-depth learning and elaboration on a single real-life case that represents the 

unexplored phenomenon (Easterby-Smith et al., 2015). This methodology would be followed 

by observation, interviews and analysis of gathered data as it is a required method and 

technique. Case selection can be based on different merits such as convenience versus 

purposive, unusual versus deviant and similar versus different (Easterby-Smith et al., 2015). In 

this paper, the case is selected in a purposive manner since the authors would like to examine 

the applicability of existing theories and models in a small/medium sized family enterprise 

within the agriculture industry. 

 In regards of the observation, an abductive approach would be implemented in 

this paper since the approach is used when there are several assumptions from the observations, 
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and it depends on the researchers' viewpoint to excerpt a complete explanation (Russo, Miller, 

Nueibeh & Kramer, 2002). We believe that an abductive approach suits this study since we 

have encountered an empirical phenomenon which has not been fully interpreted by the existing 

literature or theories. With the help of semi-structured interviews, we can therefore, critically 

analyze the observations and piece together a concluding resolution.  

 However, a semi-structured interview in qualitative research would need strategic 

sampling which is tailored accordingly (Harrell & Bradley, 2009). The qualitative sampling 

approach is known as the purposive/non-probability sampling in which the authors attempt to 

identify individuals who are considered to be suitable for the study and testing theories 

(Easterby-Smith et al., 2015). This approach would enable the authors to generalize the 

concepts and theories from the observation of sample interviews and perspectives. Samples can 

be excavated through four different classifications: convenience, quota, purposive and snowball 

(Easterby-Smith et al., 2015). This paper uses purposive sampling since the samples have first 

been evaluated to be perceived eligible for the criteria of our topic. Sampling strategies can also 

vary based on the delicacy and texture of the topic. According to Easterby-Smith et al., (2015), 

the strategies can be categorized into seven groups of random, ad-hoc, snowball, maximum 

variation, typical, theory-guided, and negative sampling. Even though these strategies might 

appear in some sense, our paper mainly focuses on the theory-guided strategy since it strives to 

identify suitable samples based on several specific characteristics which have been highlighted 

in the body of existing literature.  

 

3.3. Case Study Design 

 Moreover, in order to enhance the accuracy and eligibility of this paper's findings 

and trustworthiness, a case study approach would be pursued. A case study/design is 

differentiated from other research methods where they are perceived as a useful approach for 

understanding and assessing a particular phenomenon, where the focus of the study is to answer 

why and how questions; when the researchers cannot manipulate the behavior of participants 

in the study; when the researchers want to encompass contextual conditions due to its relevance 

to the phenomenon of the study; and when the boundaries between context and phenomenon 

are not clearly noticeable (Eisenhardt, 1989; Baxter & Jack, 2008; Yin, 1981; Gibbert, Ruigrok 

& Wicki, 2008). This interpretation of a case study suits our study where the aim is to 

understand how SEW endowments and product innovation are related to each other, where one 
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approach is to observe the involved participants perspective. Generally, a case study includes a 

set of in-depth interviews, observations and attempts toward comprehending a complicated 

matter in a specific context (Easterby-Smith et al., 2015). Case studies are designed to concisely 

dig deeply in the way one/several firms act upon a spectacular matter, and endeavor to test the 

applicability of existing academic theories and models with real-life examples (Easterby-Smith 

et al., 2015).  

 Case studies can be divided into two classes of instrumental and intrinsic (Stake, 

1995). An instrumental case study is used when the problem or phenomenon is broad and needs 

to be understood, while an intrinsic case study refers to a more narrowed and specified 

matter/niche of a phenomenon. This paper considers an intrinsic case study approach since the 

SEW phenomenon has been discussed in broad but has not delicately been elaborated in the 

field of product innovation for small/medium-sized firms. The purpose is to observe the 

similarities and differences of a specific family firm case in terms of SEW and innovation.  

Furthermore, Baxter and Jack (2008), suggests that researchers should use this approach when 

they have an authentic interest in the case, where they are eager to understand the case better.  

 According to Easterby-Smith et al., (2015), to conduct a case study, it firstly needs 

to clarify the research gap and questions. Secondly, it is essential to excerpt a suitable case 

which can be an individual person, business enterprise, social group, organization, specific 

event or program based on the research purpose. Scientific researchers can pursue different 

approaches such as testing versus developing theories, instrumental versus intrinsic, qualitative 

versus quantitative, and positivism versus constructionism for clarifying their purposes and 

enhancement of accuracy in research. Thirdly, data needs to be exploited and collected from 

the selected case study. The fourth step is in regards to data analysis and assessment. 

Respectively, the fifth stage requires authors to conclude the report. This paper's case study 

selection has been implemented accordingly. We have deliberately pursued a qualitative, 

intrinsic, and testing theory approach which initiates from a constructionistic point of view to 

accurately assess the phenomenon and positively contribute to academia. 

 

3.4. Case Selection 

 Aforementioned, the case selection of this paper is based on a purposive and 

qualitative approach. The authors chose an agricultural company in Germany. The company 

initially met several fundamental characteristics which have been identified and highlighted in 
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the existing body of literature (company description will be elaborated in the findings chapter). 

Firstly, this family firm is deeply associated with the family's sociocultural context since it has 

passed on from generation to generation through nearly one hundred years and remained in the 

hands of the family. Furthermore, family members in the third and fourth generation are 

currently involved in the business which is relevant to the SEW perspective (dynastic 

succession). Secondly, the firm operates in the agriculture industry and local German market 

where the competition is intense. Hence, firms are naturally tempted to grow and adapt to 

environmental changes which can be achieved through innovation. Thirdly, with about 80 

employees, this company is a perfect illustration of a family owned SME. Fourthly, the 

ownership is mainly split among family members and operations strongly rely on their actions 

and decisions. The family owns the major share and right in the agriculture business. This 

entails that the SEW perspective may have a significant impact on how the firm operates. 

Finally, this firm has engaged in innovation in the past and/or is currently engaging with 

innovation in the present and future, thus becoming more applicable to this study.  

 Based on the demonstrated reasons, it is believed that this company is a suitable 

study subject for the paper. It is further assumed that the conducted research for this company 

can be reasonably testable or applicable in other family enterprises since most of the 

characteristics (SEW and innovation) of this firm can be observed in other family firms.  Even 

though the approach of case study might not be able to provide general explanations and 

assumptions for a phenomenon, it enables the authors to extensively understand how SEW 

influences the innovativeness of a suitable sample. 

 

3.5. Data Collection  

 With this paper's topic of exploring how SEW endowments may influence product 

innovation in a family firm through a single case study approach, we gathered our primary data 

through semi-structured interviews. The logic behind this method is due to the fact that we can 

observe and discover new meanings and/or familiar themes that emerge from the interviews 

which are related to the topics presented in the frame of reference chapter. A semi-structured 

interview simply refers to an open and free but slightly guided interview questions in which the 

guidance conveys the major themes and concept of the selected topic (address Appendix 1 for 

the interview guide) (Easterby-Smith et al., 2015). Moreover, this provides us with more 

flexibility, while keeping the research on track and systematic, thus improving reliability (Fitz‐
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Koch & Nordqvist, 2017). With the help of a loose framework and open-ended questions, we 

aim to gather more detail by encouraging either the interviewee or the interviewer the freedom 

to diverge into different yet similar themes related to our questions and through asking follow 

up questions (Britten, 1995). The collection of secondary data has inspired these open-ended 

questions through including highly cited/ranked and peer-reviewed articles from web of 

science, google scholars and scientific books which are considered as sources of secondary data 

(Easterby-Smith et al., 2015).  

 However, due to the nature of this study, a structured or unstructured data 

collection technique would not be feasible. The reason why a structured interview approach 

would not work is because the interviewer would have to follow a specific set of questions in a 

prearranged order which would only provide a limited amount of response categories, thus 

providing less opportunity to gain detailed answers and asking follow up questions (Stuckey, 

2013). Moreover, using an unstructured approach would provide us with incomplete data, 

where dialogues in the interviews are directed by the informant rather than the set of questions 

(Longhurst, 2003; Leech, 2002). 

 Before an interview took place, we created an interview guide which consisted of 

questions related to the different themes and topics that were explained in our frame of 

reference. We designed our interview guide according to open-ended questions so that the 

respondents could elaborate their points of view. The purpose of our questions was designed to 

cover the themes of our study in a way that could help us analyze how family members perceive 

socioemotional wealth endowments (specifically control/influence, identification, binding 

social ties, emotional attachment, dynastic succession) and innovation (product innovation).  

 The interviews were conducted with two generations of family members, namely 

the third and fourth generation. We interviewed family members that were directly involved in 

the daily business operations and members that do not partake in the daily operations. We 

conducted five interviews with an estimated time lapse between 105 to 130 minutes in a virtual 

setting such as Skype or Whatsapp. This is primarily based on the fact that the respondents are 

geographically located in another country. The company name and the respondents' names will 

be anonymous as requested by the interviewees. Table 1 below provides additional information 

on respondents. 
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Table 1, Brief Information of Respondents 

At the beginning of our interviews, we introduced ourselves and the purpose of 

our research study. We then proceeded to ask general questions about the respondents' 

background, their role in/to the firm and their knowledge about the firm. This was performed 

so that we could acquire more information about the interviewees and the company. After that, 

we proceeded to ask open-ended questions regarding the socioemotional wealth perspective, 

the innovation aspect of the family firm and the relationship between these two themes. Once 

the interviews concluded, we informed the participants about the further processes of our 

research and offered to provide our research study once completed. Although all the gathered 

data helps us establish a better understanding, we only address distinct material from our 

interviews. We apply quotations and short descriptions which aims to depict our 

understandings.  

 

3.6. Case Analysis 

A case study requires in-depth interpretation and assessment of data. A case has 

the possibility to be a noun, entity, or functioning which provides and enables the researcher to 

examine their research topic more in-depth (Stake, 2013). A case/organizational analysis is a 

qualitative approach which can be used for the attempt to simplify and rationalize a 

phenomenon/organization and the involved processes are the case/phenomenon or organization 

(Gioia, Corley & Hamilton, 2013). An approach to fulfilling this purpose is to analyze the 

needed data from the potential interviews. The purpose of conversational data analysis 

technique is to categorize and filter collected data from in-person conversations or audio 

recordings to more accurate and organized sets and pieces of information (Grbich, 2012).  

 The traditional case analysis is shaped based on a particular construct (Gioia et 

al., 2013). Constructs refer to excerpted messages from the body of literature and summarized 

theoretical formulations which represent/explain a specific phenomenon which researchers aim 

to study (Edwards & Bagozzi, 2000; Gioia et al., 2013). Scholars often formulate these 
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constructs, thus they can be assessed and elaborated in a feasible manner (Gioia et al., 2013). 

This approach is used for the further development of the existing concepts which refer to a 

broader and less spectacular knowing and collection of qualities which enables researchers to 

make sense of a phenomenon (Gioia et al., 2013). Gioia et al., (2013) argue that these concepts 

are considered to be pioneers in comparison to constructs for aiding readers to comprehend a 

phenomenon. A case/organizational study requires the endeavor of authors to discover and 

structure the existing concepts around a phenomenon and structure the theory skeleton, thus 

enable the endorsement or/and establishment of existing/new constructs (Gioia et al., 2013). 

 As a ground assumption, it is accepted that in every organization, members have 

their own construct of organizational realities which enables them to explain beliefs, purposes, 

and initiatives (Gioia et al., 2013).  In order to excavate the ground assumption of an 

organization's members for fulfilling the research purpose, the task of the researcher, in this 

case, is to provide an accurately informative direction and guidance when asking questions 

while avoid imposing the already established constructs (Gioia et al., 2013). In simpler words, 

researchers need to obtain and analyze the data through creating a common ground in which 

interviewees can freely talk about the phenomenon in a way they already know and have seen 

in the organization, which has been a strong concern of this paper. Relatively, constructs such 

as fiber model factors or SEW are not imposed on the interviewees in this thesis paper. Instead, 

the data is gathered through understanding the ground assumptions and respectively 

customizing questions such as "How do you identify yourself with/in the firm?" in which 

members can easily digest and answer. Meanwhile, the constructs enable the authors of this 

thesis to make sense of the phenomenon in the context of this specific case. 

 Although this approach demands a qualitative rigor, qualitative rigor illustrates 

how collected information is linked and related to the researcher's insight. This procedure 

requires two sets of interpretation: first-order analysis which refers to the interviewees' codes 

and terms and second order analysis which refers to the researchers' themes, and understanding 

of constructs and concepts for sense-making of interviewee data (Gioia et al., 2013; Van 

Maanen, 1979). In this thesis paper, a set of codes and themes have been emerged at the starting 

stage based on the existing concepts and constructs and were developed to be more sensible 

and linked throughout time. The coding process involves breaking down data into different 

components, which are thereafter given a label (Bell, Bryman & Harley, 2018). Throughout 

this process, the authors are continuously looking for recurrences of sequences of coded 

information across the data as well as connections between different codes (Bell et al., 2018). 
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  As a result, authors of this paper have been able to evolve a model in the analysis 

which resembles the linkage of the first order and second order analysis (Appendix 2). The first 

order analysis resembles raw data (interviewees' responses) in which we believed were 

important and relevant to the themes presented in the frame of reference. The second order 

analysis are subjects that are related either to the Fiber model (SEW) or product innovation. To 

clarify the data, we also included an aggregate dimension to analyze better which second-order 

themes belonged to which dimension. For example, Control and Influence (second order theme) 

belonged to SEW (aggregate dimension). 

 

3.7. Ethical Considerations 

 As a matter of credibility and eligibility, this paper has high ethical concerns and 

considerations. Ethics, in general, are concerned with a set of principles, codes, and values 

which govern and direct an individual's way of acting or accomplishing an activity (Easterby-

Smith et al., 2015; Guillemin & Gillam, 2004). On a more specific scale for research ethics, 

authors need to respect the research participants consent and dignity, protect their privacy, 

anonymity and confidentiality of information, and assure that the interview and research would 

be free of any possible harm for them (Easterby-Smith et al., 2015). Furthermore, it is crucial 

to deploy transparency and honesty in the communicational platform of this research, withhold 

from plagiarism, fraud and deception in the purpose and nature of the paper's topic and its 

conclusion, and clarify any sort of existing financial/non-financial affiliations (Easterby-Smith 

et al., 2015). 

 As a code of conduct, this paper actively avoids other authors' work without 

providing full credibility and referential citings, misuse of empirical findings and interview 

materials, and causing harm to any involved individual. The in-text citation and quote marks 

clarify which authors have contributed the depicted statements, theories, and models to 

academia. Interviews would be conducted without asking potentially leading questions. 

Furthermore, interviews would be comprised with full consent of interviewees in regards to 

anonymity, assurance that no harm would be imposed to them by the interviews' results. 

Moreover, we provide interviewees with freedom in regards to answering or not answering the 

questions which appear unpleasant in regards to their comfort and consent.  
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3.8. Trustworthiness 

 There are differences between quantitative and qualitative approaches when it 

comes to the matter of transparency and truthfulness of the claims and findings in research 

(Easterby-Smith et al., 2015; Lincoln & Guba, 1985). Unlike a quantitative paper which 

depends on reliability, validity and objectivity (Easterby-Smith et al., 2015), a qualitative paper 

needs to be conducted based on trustworthiness which is examined by the credibility of the 

theories, methods and findings, transferability of the conducted information, dependability, and 

confirmability matter (Lincoln & Guba, 1985). In order to respect this frequency and enhance 

the eligibility, this paper would be comprised with assessments of empirical findings from in-

depth, semi-structured interviews with several family members in a currently operating family 

firm to provide reliable empirical findings. Furthermore, this paper uses highly cited and 

eligible existing theories, models, and secondary data with the aim of structuring robust and 

pragmatic recommendations about how family firms can utilize their SEWs in terms of PI. 

There are over one hundred used academic and reliable articles within this paper, which are 

picked from the relevant journals. This thesis also seeks to assess the applicability of the 

existing relative models in the world of academia to a specific district in terms of geographical, 

industrial, and enterprise size. 

 

4.0. Empirical Findings 

 The aim of this section is to provide an informative description of the selected 

case in regards of its history, area of business, the structure of the organization and respectively 

how it has been/is processing innovation. Company Z refers to the selected case company of 

this study. 

 

4.1. Case description 

 Company Z started as a family business in the agricultural industry in 1923 in St. 

Tönis, Germany. The founder began with the selling and trading of agricultural products such 

as vegetables and seeds and continued to develop. Until 1998, this was the key business 

(Subsidiary 1) of the firm (Interviewee E, 2019). Today the company is a group, set together 

out of four subsidiaries. The main business is still the agricultural trading part (Subsidiary 1) 

which includes product selling and consulting service in cultivation, farming, fertilizers and 
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pesticides as well as livestock farming. Under subsidiary 1, there is also a store selling products 

for gardening, pets and equestrian sport. Since 2012, a Swedish corporation owns 25,1% of the 

agricultural trading company, meaning that the family business group owns 74,9% of that 

business sector (Interviewee D, 2019). The family business group fully owns the three other 

subsidiaries. Subsidiary 2 is a logistics, storage and real estate business, being active in the 

storing and transporting of agricultural products. The main operations are at a harbor area, 

where products are moved between ships and trucks/rail or stored for the clients. In addition, 

two subsidiaries are dealing with the renting and managing of storage sheds and real estate, 

namely Subsidiary 3 and 4. 

 

 

Figure 1, Family Business Group 

 

 Until today, all shareholders of the family business group are family members. 

The founder had two sons and one daughter. According to their conservative beliefs and values 

during that time, his shares were passed over evenly to his two sons, when he suddenly died in 

1961. Both sons of the second generation were holding 50% of the shares and were equally 

engaged in business activities. As the CEOs of the firm, the first son was responsible for the 

accounting while the other son was looking into developing the business further and searching 

new business opportunities (Interviewee E, 2019). During that time, the company was running 

very successfully, and new business sectors such as storage sheds and logistics were explored. 

The first son who became the CEO had two children, both male. His brother, the second son 



 

35 
 

and CEO, had four children, three male and one female. Those, in total, six children make today 

the third generation of the business, holding together 100% of the shares. 

 

 

 

Figure 2, Family Tree 

 

In the late 1980s, almost all children of the two CEOs in the second generation 

had completed their education, and each of the CEOs had assigned one son to take over the 

company. In 1984, the second born son, Interviewee A, entered the company and assisted his 

father and uncle in the business. During that time, the second son of the other CEO started 

working in the family business but left again after a while. Instead, the daughter of the second 

CEO took over his position. Both senior CEOs passed down their positions and responsibilities 

to their children working in the firm and left the company in the early 2000s.  

 Today, from the third generation, only the second born son Interviewee A (marked 

green), who entered the company in 1984, is still active in the business. He currently holds the 

position of the CEO. As he is the only shareholder active in the daily business routines, he owns 

more shares than his brother (30% respectively 20%). There is also an external CEO, who is 

not a family member and does not own any shares. Both split the management tasks between 

each other and have their areas of focus. From the other side of the family tree, the daughter 

has been active in the firm as well but has recently retired. All other family members are 

dormant partners of the company, meaning they are not involved in the day to day business 

activities but have a voting right on more significant decisions (Interviewee A & Interviewee 
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E, 2019). These family members are regularly updated with the current business activities via 

email, and once a year, there is a meeting where larger decisions are made. 

 There is also one dormant partner and shareholder, Interviewee E, who has always 

shown great interest in the firm, even though he had pursued his own career. Having an architect 

company with his wife, the two are currently working closely together with Interviewee A and 

the external CEO, however, they are not employed in the firm. With the central pillar of the 

company (agricultural business) facing difficulties, Interviewee E and his wife Interviewee B 

are looking for opportunities to develop the company further and find innovative solutions 

(Interviewee D, 2019).  

 It is expected that the shares of the third generation will be passed to the fourth at 

some point in time. Currently, one successor has entered the business (marked green) 

(Interviewee C, 2019). Interviewee C, the son of the CEO, is the manager of the second 

subsidiary, being responsible for the logistics and storing in the harbor area. Moreover, the 

daughter of Interviewee E and Interviewee B (address figure 2) has shown interest in entering 

the firm but is currently studying. The same holds for the brother of Interviewee D and also the 

brother of Interviewee C. Another member of the fourth generation, who had initially pursued 

another career but is currently on maternity leave, has also recently considered working for the 

family business (Interviewee D, 2019). Thus, one member of the fourth generation is actively 

involved in the firm, four are interested and two have decided to follow their own career path. 

 All interviewees depict that this company has remained successful throughout the 

years based on engaging in different types of strategic directions, where one of the main 

pathways involve innovation. Although, these actions have been taken after an accurate 

assessment of all associated risks. It can be witnessed that Company Z aims to hold a proper 

balance of being both risk-taking and risk-averse. For example, the family firm has originally 

developed the business idea through careful observation of the local market possibilities, where 

risks would be calculated. They focused on the farmers of the rural area due to the richness of 

the soil for harvesting, where there were less severe risks associated in the local community 

since everybody knew and respected each other.  However, a remarkable innovation perceived 

by the family firm within the agriculture business was establishing a company store which is 

specialized in providing farmers with the necessary types of equipment and materials for 

business progress. Although this store is a successful addition to the business, it has been 

presumed as an unnecessary risk by individual family members due to the fear of financial loss. 
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 However, the company recognizes the essentiality of constant innovation since 

they have been struggling with hasty and ongoing changes in the agricultural industry. 

Furthermore, corporations within this industry are expanding where strategic alliances or 

mergers and acquisitions take place. Hence, acquiring more market shares, as well as providing 

better prices and supplies than their rivalries. This has led the firm to implement new strategies 

to adapt to the ongoing changes. Moreover, Company Z is concerned to pursue these strategies 

to ease the competition and distinguish itself from the mainstream business.  

 One initiative is that the firm wants to engage in another sector within agriculture, 

where it is believed that they will grasp new and better opportunities. However, this sector of 

agriculture is a relatively new field of business to the firm. Nevertheless, family members 

endeavor for idea generation together with innovation aims to progress the family firm further, 

where they will develop product innovations that are new to the firm and are considered 

relatively new to emerging or existing markets in Germany. For instance, an initiative the family 

firm wants to pursue revolves around growing and harvesting a product that is somewhat new 

in the business environment and has the potential to grasp value from three different markets in 

Germany. Currently, the family firm is researching this concept while also acquiring 

consultancy from external agents. Additionally, the family firm is considering to produce two 

other products which are not new to the market, however, the process of producing these two 

products are complementary and subtle, as well as effective if executed properly. Presently, the 

family firm is in the beginning phases of implementing various ideas, thus extensive research 

and calculations are being commenced. 

 However, it has been observed that innovations have not taken place solely based 

on numbers and calculates. By analyzing the collected data from interviewees, it has been 

recognized that there are certain intangible factors that have influenced the decision-making 

process together with the implementation of innovations. The factors mainly included the strong 

bonding of members with each other and the firm. 

 

5. Case Analysis 
 This section aims to provide a comprehensive elaboration on the collected data 

and extensive interpretation of how SEW is perceived and implemented in the PI of Company 

Z. In addition, this section aims to connect the existing literature with the findings of this case 

study and review the applicability/disapproval of the literature throughout the case.  
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5.1. The Impact of Socioemotional Wealth on Product Innovation 

  

Firm Influence and Control 

 Influence and control in this firm has an inclusive structure and plays an essential 

role in initiating and implementing innovation. Through the governance structure, there are only 

a few family members who have the power to make fundamental and final decisions for the 

firm. This privilege in the past led to shaping regulations and protocols in which owners of the 

business had the power to monitor different business procedures such as recruiting and 

succession. For instance, interviewee A and E mention that an agreement known as the 

"unwritten law" stated that no female family members could become a successor. However, 

this turned out to be malfunctional and was eventually abolished in 1998 by the third generation. 

Hereby, the recruitment of a female CFO took place and managed to progress the business 

forward. The third generation processed the recruitment and delegation procedures based on 

considering the professional competencies of the individuals, which resembles the findings of 

Johannisson and Huse (2000). Although, the family firm enjoys a highly transparent, caring and 

encouraging family culture which motivates members to develop ideas and present them. It can 

be seen that active members can play an essential role in influencing the decisions and initiatives 

which are taken by the shareholders in this family. Interviewee C believes that even though he 

does not have shares, he still has an influence on procedures to some extent. Interviewee D 

states that there are annual meetings in which all family members gather to discuss about 

business matters and freely provide their opinions. It is believed that the factor of influence and 

control has a significant role on processing PI, while, it is affected by the strong social bonds, 

the sense of responsiveness, and willingness to pass on the dynasty. Although the family firm 

is in the starting stages of innovations, it seems that the members are cautious about the financial 

risks which relates to the discussion of Block et al., (2013) in regards of protecting SEW. 

Interviewee C vividly stresses that there is a need for a better structure of the control matter 

within the firm, which can improve the current status of the business. This fact reflects on Gallo 

and Kenyon-Rouvinez (2005) and Miller et al., (2013) where the family governance structure 

and SEW endowments have a mutual dependence on each other. Interviewee C states: 
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"I consider it important, but we have not enough, not with power but with control. All the 

shareholders have a lot of power but not a lot of control. Especially financial control is really 

a big part of the normal company structure. But we don't have that". 

When it comes to influence and control, Interviewee A has mentioned an 

intriguing factor that determines how decisions are analyzed and made within the firm. These 

strategic choices revolve around a strict company agreement that contains articles which 

describe how decisions should be made. The family firm is currently changing this agreement 

for the third time where the aim is to include non-family members for the first time. 

Furthermore, this will provide non-family members with more opportunities to grow within the 

firm. However, this fact contradicts Miller and Le Breton–Miller (2014), statements of 

restricted SEW, which resembles a highly centric component that normally engages against the 

interest of non-family stakeholders and the firm. Interviewee A states: 

"We have a company agreement or a social contract... No not social... Company agreement 

with articles in this agreement and they describe how the decision is being done. This company 

agreement is also very strict and we are changing this agreement in May which is the 3rd time 

we are changing this agreement in 35 years. It's a development of this agreement, to adapt it to 

new times or for the future. The newest one includes also non-family members, yet the first time 

that non-family members are included. To give the company a chance to develop with non-

family members. If there is a situation, and we have no family members who work in the 

company, the company must have the chance to solve this blockade and to work further with 

non-family members". 

  Interviewee B elaborates a bit more about the concern of losing control. Currently, 

the family firm has a non-family member who operates as an executive and conducts business 

activities together with the CEO. Nevertheless, it seems like all the family members have a 

positive and stable relationship with the non-family member. This fact can relate to the extended 

SEW component presented by Miller and Le Breton–Miller (2014), where the family firm has 

a balance of family and non-family members in the management team where there are 

reciprocally strong and stable relationships. However, Interviewee B mentions that if there is a 

non-family member as a CEO, whom she does not know very well, then there needs to be 

greater family control. She mentions:  

"In the moment if you don't have a family member as a CEO, then things might change for sure, 

there needs to be a bigger control from the family….I mean Shareholder grew up with him, side 



 

40 
 

by side so you know him (Non-family member) and trust him very good and in the moment if 

the CEO is not a family member and you don't know him, then you need to have more control". 

  Interviewee C has an interesting perspective on how the family firm values 

control. He considers control to be an important factor within the firm. However, he believes 

that there is not enough of it when it comes to decision-making. For instance, out of the seven 

shareholders of the family firm, only three of them have a significant input. He states: 

"Only three of seven people do decisions. My father (CEO), non-family member and 

Shareholder (Cousin of CEO). Everyone else says yes or no. Who they like better or who is 

talking more". 

With this in mind, it seems that the intrinsic value of SEW based on the relationships and family 

ties of four shareholders towards the firm (Cruz et al., 2012; Berrone et al., 2012) have neutral 

views of how decisions are acted upon. 

  However, according to German law, the family firm must have at least one family 

meeting per year where discussions take place revolving around firm performance, financial 

performance, strategic directions, and similar business objectives. Interviewee E values these 

meetings since he is interested in how the company is performing overall and wants to 

contribute to the progress of the firm. He states: 

"And this for me is a very important meeting. Because then, I get an overview about the full 

range of activities, of problems, of targets. And since three or four years, it was me who started 

this discussion to be even better informed, not about the daily business, but about what's going 

on in this company. Because the whole business has grown so much, because there are about 

three or four daughter companies these days, they all have a different kind of business''. 

Interviewee E expresses how he would control the discussions during this family meeting and 

develop a sense of understanding of how business is performing. His involvement in these 

meetings can, therefore, portray influence over the company's management as well as strategic 

path in terms of product innovation, which relates to Cennamo et al., (2012) statement of family 

members involvement within strategic decision-making. Moreover, Interviewee E's concern for 

the business performance and strategic direction also influences how investments are being 

managed within the firm which relates to Kammerlander et al., (2015) and Chen and Hsu (2009) 

in terms of R&D and product innovation for further economic gains. 
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The overall picture shares the same attributes as the findings of Vardaman and 

Gondo (2014), where they highlight the preservation of control in the family as a fundamental 

internal SEW. Aforementioned, generation four is already considered to-some-extent 

influential in the innovative directions the company pursues. Meanwhile, from a general point 

of view, the third generation believes the integrity and engagement of the fourth generation 

would be a great asset for the future success of the business. This conveys the already existing 

consideration for transiting the control matter to the hands of generation four. Interviewee E 

states that: 

"I'm happy that the fourth generation is standing in front of the door because it might be easy 

for them to start a new business, to learn a new business and to have enough energy. I'm very 

thankful that the firm exists and I think all of us we want to see the company is running for the 

next generation as well". 

Interviewee A also agrees with the essentiality and helpfulness of generation four stepping into 

the business and calls it a huge step for the business where they will influence opinions. 

Interviewee A depicts: 

"I am very happy about this step. It is a positive development because there would be new 

brians, fresh ones coming to the business". 

Respectively, Interviewee B acknowledges that the new generation will influence how product 

innovation is acted upon. She adds: 

"if a young generation takes over, there would be a process of innovation because the young 

people have another education and new viewpoints and they don't do like the old ones did. The 

old ones don't engage as much. The new ones look at things differently. They normally bring 

new ideas into the companies and they have more power". 

  

 Identification 

 In terms of identification, it can be recognized that all family members identify 

with the firm in some way or form. This can be based upon interviewees' history with the firm, 

growing into/closely with the firm, the industry in which the business operates in, as well as the 

firm's reputation and name. For instance, Interviewee A states: 
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"It has to do with a little bit tradition, family tradition that is it. If you are young, the tradition 

is not so strong but if you are growing into the company then the identification is growing, that 

is natural i think, and I can also say that the work is producing pleasure… I enjoy the work if 

you can say that. Agriculture is my subject, that is it. It is my biggest interest". 

  However, Interviewee B identifies more closely to the business aspect of the firm, 

where components such as politics, climate and agriculture are of big interest to her. She 

mentions: 

"It's more and more nowadays about agriculture, politics, the economy of money and how it 

influences business so much and since I'm interested in politics and ecological problems and 

climate problems, which influences the company, I become more close to it". 

  Nevertheless, the reputation and name of the firm seem to be a significant factor 

that establishes positive and compelling identification between family members and the firm. 

This holds in line with Cruz et al., (2012), where they state that the family members' identity is 

strongly linked to the firm's identity, which usually occupies the family's name. Simultaneously, 

this fact also reflects upon the argument of Vardaman and Gondo (2014) in which SEW 

maintains not only internal factors such as the willingness of control but also external factors 

such as the tendency for protecting the reputation. For instance, Interviewee D explains: 

"I'm having the last name and I do like to keep that last name. And in this region where the 

company is situated, everybody knows the business, and it's actually only our close family that 

has this last name, it is not very popular last name. So I mean, it's a little bit about this last 

name thing that you identify with the firm". 

  Interviewee C also mentions that it is a satisfying feeling to recognize family 

property around the region and that it provides possibilities to conduct business activities. He 

states: 

"It's quite an acknowledged feeling to drive around and to see family properties…..Even if you 

just rent it out (family properties), because then we are doing business with it, because I can 

see okay, we're doing business every time". 

Based on interviewees' elaboration on identification, the given notion is that the 

family is proud of the family name and the firm in both generation three and four. This implies 

that the matter of identification can reinforce the process of PI and innovation in general since 

the family desires to maintain a good reputation in the local market and see the firm grow which 
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reflects upon the statement of Vardaman and Gondo (2014) in regards of preserving external 

SEW values. In regards to that, Interviewee E further depicts: 

"There is none of us who says I don't like the company anymore or I want to leave the company. 

None of us from the third generation is thinking like that at the moment. We all feel obliged to 

the work of our fathers and our grandfather and our great grandfather. So that is a real family 

tradition that we are proud of. We are proud of belonging to that family. Although we see that 

there is a lot of problems we have to solve". 

  Furthermore, family members elaborate on how they believe that the firm's 

reputation is linked to the success of the firm. They mention that the family firm's name is very 

well-known in the region and that it acts as a motivator to continue to pursue objectives since 

it can also differentiate them from competitors. Respectively, Interviewee C mentions that: 

"We say here we are a quite fine family business. We're still family owned to nearly hundred or 

most parts hundred percent which is really really rare in Germany right now". 

This relates to Cennamo et al., (2012), where the firm's identity may determine how the family 

firm conducts business activities since the identity guides the firm's behavior and its perception 

of what is considered valuable in a business context. Moreover, internal and external 

stakeholders may get influenced. For example, employees' behavior may influence internal 

processes when engaging in product innovation, whereby external stakeholders' perception of 

the firm can be positively or negatively affected, depending on how the firm portrays their 

image (Cruz et al., 2012; Deephouse & Jaskiewicz, 2013). Interviewee B states: 

"The name is very well-known in the region. And I think this is important for our success. 

Having a good image is needed". 

Meanwhile, Interviewee D mentions that: 

"The reputation, of course is always important for the business to run. I mean, in a very close 

area, there's no real super high competition, but in the next cities and neighborhoods, of course, 

there are firms that are similar. They have a good image and are very well-known, especially 

in this area, and I think that pushes everybody in a way and then also gives them the 

responsibility to continue doing good. So the reputation is important for the business to run. 

The farmers will come and then we have work". 

According to Hauck and Prügl (2012) and Cassia et al., (2011), pursuing 

innovation might lead to reverse impact in which the family firm's market position and 
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reputation could be jeopardized by the initiatives. Relatively, interviewees add that they would 

still identify themselves with the firm and try to correct the false consequences. Although 

interviewees strongly identify themselves with the company, it cannot be stated that the 

identification has had a standing-alone and direct impact upon innovation throughout time, 

since the prior concern of innovation has been for the well-being and future of the family rather 

than the company's name. However, it can be assumed that it has strengthened the consideration 

of innovation since the firm desires to maintain its reputation in the local market. 

For instance, interviewee D and E demonstrate a high level of interest toward the 

firm, strongly identify themselves with the firm and believe that all other family members to 

some extent think similar. Meanwhile, what misses in the picture is if the identification can 

have a remarkable impact on the innovation process like other factors. Interviewee D states 

that: 

"I've always identified with that firm and always been interested and so did my brother". 

However, interviewee C mentions that he might not be able to closely identify himself with all 

the sectors and activities that the firm wants to involve. Meanwhile, interviewee D believes that 

if new innovations fail, the members would strongly support each other and try to correct the 

mistake and attempt to improve the company. Hence, it can be perceived that identification 

might not show a direct impact on the firm's PI, but it indirectly influences the process to some 

extent. 

  

Binding Social Ties 

 From all the collected interview materials, it can be witnessed the company 

considerably values an enriched social capital for running the business and embed innovation 

in itself. Interviewee D depicts that this consideration has always been a moderator in the 

business for establishing a strong reputation and company name in the market, which aligns 

with the attributes of external SEW (Vardaman & Gondo, 2014). Furthermore, this holds in line 

with the claims of Deephouse and Jaskiewicz (2013), where sustaining a favorable reputation 

towards stakeholders can preserve SEW endowments. Interviewee D provides an example of 

her great grandfather, who helped the community during desperate times in the past. This 

attempt established a good brand image and reputation of the company in the local community. 

This fact reflects upon the findings of Cennamo et al., (2012), in which firms engage in social 
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bonding activities even if they do not include economic gains. Interviewee E also depicts that 

this family firm has managed to preserve the reputation throughout time, which enhances 

customers trust and attraction toward the business. 

The reputation and closeness to the local market present a part of the company's 

social binding ties and the firm perceives them as leverage which enables the firm to be aware 

of the emerging needs and preferences of the market and consider innovations accordingly. 

Aforementioned, there are new PI initiatives considered by the firm which serve existing needs 

of the market. However, these initiatives are new to the firm and require adaptation to new 

technologies. This process is under progress at the firm, and it accords with the claims of Schön 

(1967) and Lukas and Ferrell (2000) in regards to PI.  Interviewee E, B, and A believe that one 

way of initiating and continuing PI ideas like these would be by involving the next generation 

in the meetings and procedures. This hint vividly illustrates that the internal social bindings are 

perceived extremely important by generation three, which refers to the statement of De Clercq 

and Belausteguigoitia (2015), for the purpose of minimizing associated risks of inertia, conflict 

and failure. Similarly, generation three and four agree that the firm should not limit itself with 

only family members and should use available external social networks such as the external 

CEO or the strategic alliance with the Swedish corporation for the same reason as mentioned 

by De Clercq and Belausteguigoitia (2015). Meanwhile, it can be argued that this factor is 

associated with potential risk since the firm is dependent on the external factors for business 

success. Based on the provided leverage by expanding and exploiting the social network and 

binding social ties associated to that, the firm has recently engaged in several PI initiatives such 

as extending the product portfolio and launching new products in a risk taking manner. The 

reliance on the external social networks could create potential risk since the firm entrusts these 

external factors for fulfilling a new PI. However, the firm engages in risk-taking for the 

prosperity of the family firm throughout time. This fact, to some extent, contradicts with a part 

of the literature which has been provided by scholars such as (Naldi et al., 2013; Pittino & 

Visintin, 2009). However, interviewee D depicts that all innovations and associated risks are 

carefully calculated and assessed which is in accordance with the statement of Duran et al., 

(2016), where innovations are derived from family's SEW.  

The serious concern of this family firm with social networking partially disagrees 

with the claim of Choi and Wang (2009) and Mattingly (2004) in regards to the insignificant 

impact of community engagements. For instance, Interviewee E states: 
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"The company's store was a real invention. Something that did not exist before that. My cousin 

said there are so many farmers around which we can supply for their needs … and they know 

about us …  this store is very well-known by its name and for equipping farmers with what they 

need…". 

This fact clearly reflects on the statement of Kalm and Gomez-Mejia (2016), since it can be 

observed that social engagements and bonds directly influence the decision-making process of 

CEOs and active family members. Furthermore, what Cennamo et al., (2012) discuss, can also 

be observed in this firm since these social bondings allow the family firm members to empower 

their relationships with external stakeholders. This strong social bonding can also be seen 

internally among the family members and non-family members. Interviewee D states that the 

firm significantly values the well-being of all the employees since they are considered like 

family too, and it is vital that they feel the same about the firm. Interviewee B also shares the 

same thought about the non-family CEO, who is highly trusted and respected among family 

members and in the firm. This fact accords with Berrone et al., (2012), who state that the family 

values can be shared by non-family members through these binding ties and empower the 

commitment. 

Furthermore, Interviewee C stresses that these bonds also need to be strengthened 

in a more practical perspective of the business, where different mindsets come together when 

considering to grasp new opportunities within innovation: 

"Our mindset has to evolve from a more conservative traditional standpoint to ... new ways, 

which is not that easy if shareholders don't have a say anymore in the executive part of the 

company … it's more difficult if somebody is not involved in any part. It's really important to 

have people who are involved because they have different opinions on you or are on different 

sides of something. It's quite important". 

  

Emotional Attachment 

 It can be observed in all the interviews that the strong emotional family 

attachment has always been a fundamental factor for engaging in the business and endeavor for 

initiating new innovations. This fact accords with the statement of Berrone et al., (2012), in 

regards of family enterprises' characteristics and uniqueness. Furthermore, strong emotional 

attachments, eagerness to successfully pass on the dynasty and sense of responsibility due to 
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blood relatedness can be clearly observed throughout the case, which is related to the findings 

of Gómez-Mejía et al., (2007). For instance, interviewee D depicts that during the time when 

one of the successors (CFO) faced difficulties with her health situation, the other CEO took 

over more workload willingly. Thus, the person would have sufficient time for recovery. 

Interviewee D highlights that: 

"It is definitely family first and the business second. An example would be when my aunt was 

sick for a longer time and had to step down to half days at work. My uncle jumped in for her 

and did extra amount of work, and was always very concerned about the well-being of my aunt". 

This statement also supports the findings of (Carney, 2005; Schulze, Lubatkin, 

Dino & Buchholtz, 2001: Sirmon & Hitt, 2003; Chrisman et al., 2015), that SEW can be the 

prior factor in shaping the business behavior and respectively innovation. Additionally, it has 

been witnessed that these emotional attachments in this family enterprise do not only exist 

among the members of a single generation but also throughout and among different generations. 

This impact of emotional attachment on the prosperity of business can also be seen in the 

transition from generation two to generation three and respectively generation four about how 

it initiates and supports innovation. Interviewee A shares the fact that being in charge of the 

business put pressure on him since it was not his top priority at first, but he accepted the 

responsibilities and devoted himself to work to see the company grow. Interviewee A mentions 

that: 

"There was some pressure. But I thought about it for some weeks. I thought about it very strong, 

and it was the right decision to to to go to the company". 

This devotion and engagement in the firm and caring for the future of the family business led 

to the idea of a store. With the store initiative, the company added new products to offer the 

market (Interviewee D, 2019). This action reinforced the well-being of the family firm in terms 

of finance (Interviewee D, 2019). 

Another example of a strong sense of responsibility toward the business can be 

perceived when Interviewee E reveals that his sister took over the responsibility of compiling 

the business with his cousin instead of the initially assigned successor on their side of the family 

tree who was his younger brother. In fact, this collaboration led the firm to successfully evolve 

several innovations through time, for instance, the launching of the new store. Interviewee E 

also mentions that even though he has his own occupation, he is still extremely engaged in the 
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business activities and attempts to improve the company in terms of internal and external 

procedures and outcome. Interviewee E depicts that: 

"Maybe since ten years ago, when my sister left the company, I said to my cousin that if you 

now need support or help, let me know because I felt responsible. That's for our family tree. 

Because nobody was able to support the company anymore".  

Throughout the interviews, all respondents expressed emotional attachment to the firm. This 

aligns with Cennamo et al., (2012) and Berrone et al.,  (2012), where the family involvement 

and traditional business practices of the firm has established combinations of either negative or 

positive emotions that have emerged or evolved on a daily basis.  Interviewee E expressed signs 

of happiness and gratefulness for the firm's history success, he states: 

"I think everybody is proud of what our fathers and our grandfathers were able to achieve 

within these nearly one hundred years time. It's a strong attachment and actually, we are proud 

of that. We are all thankful for the success of the company. And so that success was the basis 

for our welfare of our education, and we never suffered, and we never suffered financial 

problems". 

  Interviewee B described how she had a close relationship with her father in law 

and could therefore, always identify with the firm. However, she developed a greater sense of 

emotional attachment when her father in law passed away. She mentions: 

"He (father in law) didn't inform us or me about how business was running, but nevertheless, I 

was very close. And then since he passed away I got more and more involved in it. Not on daily 

things but general development". 

This relates back to Berrone et al., (2012), where various emotions can arise on a daily business 

due to certain circumstances. This emotional attachment also amplifies a sense of 

responsiveness and belonging to the firm and devotion to take the business forward. This is 

recognizable in both generation three and four. Interviewee D stresses that: 

"I could definitely see myself working there at some point. And I would definitely leave my 

current position here if they are in trouble and really need somebody. At the moment, I would 

say there's enough of my generation interested. Most of us have had some summer jobs or did 

like an internship or just helped out. And, in that way, got interested in what the firm was 

doing". 
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It is important to address that emotions are visible in everyday organizational 

work. The family members of this firm share knowledge, history and experiences of past events 

which can alter their emotions. This relates to Berrone et al., (2012), where family members 

emotions may influence the decision-making process for innovation, relationships and business 

performance. Interviewee C provided the authors with an example of an experience that affected 

him negatively. This experience occurred during an important family meeting regarding the 

progress and future direction of the firm, where one shareholder left on the day of the meeting. 

He states: 

"One of the shareholders left on the day of when the meeting was kept and a lot of people were 

upset. Yeah, my brother and I was really, really upset and my mother couldn't get it. Because 

even she was there, and she doesn't have a part of the company". 

Although his response portrays negative emotions such as disappointment, 

Interviewee A also provided the authors with an example which showed signs of both happiness 

and sadness. This example refers to a point in time where the family firm sold 25% of their 

agriculture business to a Swedish corporation. He explains: 

"For example, we have sold 25% of our company, our agriculture company to Swedish 

Corporation, and our children were crying. When I told them, they replied 'How can you do it? 

You sell our company!', and I was very astonished with this reaction. Yea they had strong 

attachment. I was astonished and happy that they identify with the company. They have strong 

feelings, I never expected that". 

A few of the interviewees also mention that an initiative like this or innovations 

like the company store would not be appreciated or supported from the previous generation due 

to different understandings of how to preserve SEW. This can imply that these emotional 

attachments are similarly valued among members but perceived differently and can mediate as 

either rigidities or competencies based on the perception. The perception of the third generation 

has revolved around being adaptive to the ongoing changes and trying to stay updated to the 

continuously changing business and market environment which aligns to the claims of 

Atuahene-Gima, (2005) and Danneels (2002). 

  

Renewal of Family Bonds Through Dynastic Succession 
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  Although the fourth generation is comprised of considerably more members, 

interviewee D mentions that not everyone wants to work in the firm. Simultaneously, she adds 

that there is a strong sense of belonging to the firm, trust, close relation and strong family bonds 

among members of both generation three and four. Aforementioned by few of the interviewees, 

even though not all family members have the tendency to work in the company, most of them 

have this feeling of commitment and devotion to help the firm and pass it to the next generation. 

Currently, the family firm provides freedom of choice where members are encouraged to take 

over the firm if interested. Interviewee E states that this process was different when generation 

three took over the responsibility of managing the firm. He further elaborates that only one pre-

assigned member from each family tree line could become a successor. One problematic event 

was in regards to the values and ideologies of having one successor from each tree line working 

with each other. Cooperation was not feasible, thus there had to be an alteration in the 

governance structure for potential successors. These factors reflect on the findings of De Clercq 

and  Belausteguigoitia (2015), as well as Pittino and Visintin (2009), in terms of familiness and 

the competitive advantages which arise from familiness toward the values, norms and 

ideologies of the family culture. Family members would like to see the business continue and 

prosper by working side by side. This fact accords with Lopez-Fernandez et al., (2016), in 

regards to sustaining the family enterprise through lateral generations. Interviewee D 

emphasizes that: 

"I think, in general, in every family firm the family relationship is the most important. Because 

without that, the business is not going to go well. So if you have these irregularities within the 

family, the business is never going to be good. And this is what I've learned what I've been 

taught. And so I think family values and the family is most important, and every family firm 

especially in ours". 

This SEW factor in this family firm has also shown endorsement and consistency 

in optimizing the effectiveness of current activities. Besides, new initiatives and PIs are 

perceived crucially important for longevity and well-being of the family firm, which resembles 

the findings of several scholars such as Hauck and Prügl (2012), Chen and Hsu (2009) and Cruz 

and Nordqvist (2012). Although interviewee E stresses that the business environment has 

changed a lot in the agriculture sector, the firm is in need of fundamental restructuring to meet 

the needs of the market and remain successful in the business. This approves the claims of 

Danneels (2002), Atuahene-Gima, (2005), and Dougherthy (1992). 
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The inevitable interest of most of the third generation members to involve the 

fourth generation is also a factor which can foster the dynastic succession. This fact resembles 

the argument of Miller and Le Breton–Miller (2014) and Naldi et al., (2013) in regards of 

transiting the business from one generation to another which helps to preserve SEW values. 

Interviewee B mentions that: 

"That's very important that the new generation always brings a new life and in the companies 

and actually, this motivates me a lot". 

Another reason for stressing the importance of dynastic succession from the third 

generation to the fourth is to assure the well-being of both generation four and the firm with the 

help of innovation. This fact is mirroring the statement of Naldi et al., (2013), in terms of family 

principles in family firms. Respectively, Interviewee C states that: 

"I still believe that I had a huge chance, and I'm really grateful to have a really easy job opening 

in the company and to get … I think it's not easy to get some positions. It was free and I could 

take it, everyone else in our family could have taken it". 

Interviewee D mentions that even though she is not going to work in the company right after 

she is done with studies, she would still be available if the company is in need of help and she 

would like to know that the option of working in the firm is available in the future if she decides 

to join. This fact accords with the findings of Cennamo et al., (2012) and Berrone et al., (2012), 

since this firm highly appreciates the transgenerational sustainability and members consider 

this business as a long-term investment. Meanwhile, there are some contradictions of empirical 

findings with a part of the existing literature. For instance, Chua et al., (2015), depict that selling 

the family business conveys the meaning of relinquishing all SEW benefits, which does not 

apply to this family firm. The reason is that the main initiator of future innovation in this  firm 

is to adapt to the ongoing changes for survival, as well as continuing the family's legacy which 

respectively accords with the claims of Acosta-Prado et al., (2017), Craig and Moores, (2006), 

Kellermanns et al., (2012), Classen et al., (2012), Laforet, (2013), and Cennamo et al., (2012). 

Interviewee E mentions that the company decided to sell a part of their agricultural company to 

a Swedish company to gain better leverage and competitiveness in the market. Meanwhile, it 

can be seen that all SEW values are still preserved and even further strengthen this action. In 

other words, innovation does not dominantly affect SEW which disagrees with the claims of 

Garcia and Calantone, (2002), McDermott and O'Connor, (2002), Chrisman et al., (2015). 

Meanwhile, the impact of SEW on PI in this family firm aligns and further endorses the findings 
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of Carney, (2005). Schulze et al., (2001), Sirmon and Hitt, (2003), and Chrisman et al., (2015). 

It can be witnessed that the process of adapting to ongoing changes and the necessity of 

innovation has not had a negative influence on the values of passing the business to future 

generations. In fact, interviewee A, B, and E believe that the business would run more 

successfully when it is passed to generation four which approves the general findings of Berrone 

et al., (2014) and Gómez-Mejía et al., (2007). 

 

6.0. Discussion 

 The purpose of this section is to fully elaborate on the authors' perception of how 

SEW endowments and PI competencies are leading the business toward an innovative path. 

This section informatively assesses the SEW factors and PI competencies of the firm. Moreover, 

this section touches upon the limitations of the paper and discusses possible future research 

directions. 

 

6.1. How Socioemotional Wealth and Product Innovation Competencies Affect 

Innovation 

It can be seen that the individual components of the Fiber model are 

interconnected to some extent where they all have some form of significance towards decision-

making revolving around product innovation. Nonetheless, it can be witnessed that some of 

these aspects of the Fiber model within this family firm have a more significant influence upon 

strategic decisions and product innovation than others. Through analyzing the interviewees' 

responses and evaluating the connection to the frame of reference, it can be seen that the 

respondents put more emphasis on specific components such as control and influence, 

identification and renewal of family bonds through dynastic succession together with product 

innovation. Other factors, such as binding social ties and emotional attachment, are evident and 

related to the rest of the model and product innovation. However, the authors' analysis and 

evaluation believe that there is less distinct prominence of these two components compared to 

the other Fiber model factors.  

 Based on the collected information, it can be realized that the factors of SEW 

impose an influential role upon decision-making activities when dealing with PI. 

Simultaneously, PI competencies which are possessed/can be acquired are also major 
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derivatives that can influence how the in charge family members act upon PI processes. It has 

been witnessed that the major decisions are made based on these two interpretation. This 

implies that the company finalizes what innovations suit the company and what improvements 

and adjustments are needed to be executed based on the preservation on SEW and by evaluating 

what PI competencies are available or should be acquired. 

 SEW factors includes the strong sense of identification, eager to pass on the 

dynasty, strong social and family ties, member's emotional attachment toward each other and 

the firm, and the dominant family influence and control over the firm. SEW factors play a 

significant role in shaping the managerial decisions for the future of the business both directly 

and indirectly. It has been observed that all the interviewed members share a strong sense of 

belonging and proudness toward the firm and state that they would like to see it being passed 

on to the new generation. Meanwhile, these factors seem to act more as competencies than 

rigidities in this firm. All members are aware that the business environment within the 

agriculture industry is shifting fast. They are already concerned with assessing possible 

scenarios to find a solution to overcome the ongoing changes. Meanwhile, from the technical 

perspectives (PI competencies), the new PI initiatives are at the stage of implementation. This 

implies that it is considered early to argue if the existing products and procedures appear as 

rigidities or competencies for executing the new initiatives. However, the firm has concern for 

calculating the level of risk, which enables the members to make decisions based on a clarified 

and vivid overview of possibilities. Moreover, the economic turndown in the agriculture 

industry for the private sector can serve as a reminder that the existing procedures and products 

need to be redefined, otherwise they are most likely going to be obsolete and abandoned in a 

matter of time. Hence, it can be predicted that the mix of old and new PI competencies have a 

higher chance of complementing than resisting each other. 

 From the managerial perspective, SEW is not only comprised with intangible 

values, but also with a set of norms, routines or tangible contracts which have been originally 

designed to preserve the SEW values and have been developed/voided throughout different 

generations. This causality of SEW seemed to be both nurturing and barricading the firm to 

pursue right decisions at different points in time. For instance, an agreement such as considering 

only one pre-assigned member from each family tree line as the successor was successfully 

implemented in one tree line but turned out to be problematic in the other line. Another example 

was the agreement called the "unwritten law" in which no female member was able to be the 

successor of her family tree line (Interviewee A & Interviewee E, 2019). This agreement was 
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considered dysfunctional and voided by the third generation in 1998, respectively, a female 

family member became CFO, and the firm ran successfully due to that change. It is worth 

mentioning that the third generation is highly engaged in correcting old norms and routines, 

where Interviewee E wants to develop new norms such as quarterly meetings and collective 

workshops which seem to be more effective for making decisions for the future of the company 

such as PI. 

 Even though SEW has a significant influence over pursuing new innovations, the 

interviewees continuously mention that the market and industry is pressured by ongoing and 

radical changes. This may imply that for executing different types of PI, the firm needs updated 

knowledge and competencies, which enable the firm to overcome the challenges and evaluate 

the need of the market in three ways. One way is by exploiting the existing competencies which 

are currently acquired by the firm, second way is by exploring new ones, and third way is by a 

deliberate combination of exploitation and exploration. 

 Aforementioned, innovations such as PI are considered extremely important in 

the business for overcoming the ongoing changes in the agriculture industry. All innovations 

are highly calculated in this family firm since the family strikes to minimize the risk and avoid 

jeopardizing the wellbeing of the family and firm while overcoming the imposed changes by 

the business environment. Meanwhile, improvement in the procedures, norms and traditions is 

equally important since they should also be adjusted to the rapidly changing business 

environment. All interviewees agree that business was done more traditionally in the first and 

second generation, which cannot be continued in the nowadays business environment. This fact 

stresses the necessity of constant improvement of existing operations as well as pursuing new 

PI to reach prosperity. 

  

6.2. Limitations & Future Research 

 This paper has been able to fulfil its purpose by answering the research question. 

What can be witnessed throughout this case study is that SEW is comprised of a significant 

impact on the PI of the organization. Nevertheless, there are few limitations attached to this 

research which can encompass initiatives for further research on the topic in different ways. 

 One limitation of this research is that it is conducted based on a single case study. 

Even though conducting a case study research helps to understand an organization 

comprehensively, it cannot generalize the findings due to geographic and industry-specific 
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constraints. Another limitation of this paper is that it only includes family members' perspective. 

Although the family members perspective is the core of the topic, the connection of SEW and 

PI requires extensive information from the executive board of the company, and an optimal 

board usually has a rational balance between the number of family and non-family members 

based on individual's personal competencies. Due to the time constraints for thesis and 

difficulty to access individuals in the organization, this paper has only been able to conduct a 

comprehensive research based on interviews from five family-members within the firm. The 

third limitation of this paper is in regards to the innovation process in the firm. Company Z has 

recently sensed the urge for immediate PI due to the rapid and intense changes in the agricultural 

industry. However, at such an early stage, it is hard to predict if SEW impacts the PI process in 

the same way it did for the company's previous innovations. As it has been observed throughout 

the history of this company, SEW has been evolving throughout time and affecting innovation 

in various ways. Hence, it might be perceived and implemented differently in the innovation 

processes by the succeeding generation. Respectively, this paper faces an attached limitation 

due to the request for anonymity and avoidance of exposing specific and detailed information 

about new products and procedures. Hence, this paper does not disclose details on how new 

products are going to be processed and produced, and only taps into general data and 

discussions based on the matter of interviewees' consent. Meanwhile, it extends the discussion 

fruitfully on how these new PIs have been developed in respect to the preservation of SEW 

which is the core purpose of this research. 

 As a result of this, there are several potential directions for future research in the 

field. Due to the first limitation, future research can be either based on multiple case studies in 

the same industry or comparative studies of two or more industries for the same topic. Multiple 

case studies in the agricultural sector can demonstrate if the findings of this paper are applicable 

or similar to other family firms in the agricultural industry or not. Through comparative studies, 

researchers would be able to observe if there are significant similarities or differences among 

family firms in the agricultural industry but in different locations and markets, or between 

family firms operating in two different industries. Due to the second limitation, what can be 

done is to include non-family members' perspective in future research. For instance, it is known 

that Company Z has a non-family member as an executive board member. It would be 

interesting to obtain this members' perspective and observe how it affects the linkage of SEW 

and PI in the same organization. Moreover, the same method can be replicated for new 

organizational studies. Due to the third limitation, future research can be conducted once the 
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new products are implemented and brought to the market. Respectively, researchers can do an 

investigation to see if the findings accord or contradicts with what this paper discovered.  

 

6.3. Conclusion 

 Aforementioned, the purpose of this research was to establish a better 

understanding of the linkage of socioemotional wealth and innovation in family firms and more 

explicitly observing how SEW influences PI. This research paper adopted a qualitative 

approach with a single case study focus.  More specifically, this study aimed to explore how 

the socioemotional wealth perspective can or may influence the product innovation process in 

a family firm within the agriculture industry. Hence, the intention of this paper was to answer 

the research question "How does the Socioemotional Wealth of a Family Firm, Influence the 

Product Innovation?". As a result, it has been witnessed that SEW has a considerable impact 

on how PI is processed throughout the selected organization. The firm engages in PI based on 

considering the preservation of SEW through time. However, it has also been observed that 

SEW factors and PI competencies are interconnected and collaboratively affect the PI 

processes. This implies that innovations are successfully implemented if they are based on the 

preservation of SEW and feasibility of obtaining required PI competencies. The findings 

strongly argue that factors such as SEW endowments and innovation competencies are essential 

and effective upon the process of PI. This paper has been able to comprehensively elaborate on 

the linkage of fundamental factors of SEW and PI and assess the connection of the mentioned 

factors with each other and understand how they influence the PI process and company's 

decision-makings in general. The findings endorse the applicability of the main body of the 

existing literature. However, the current findings of this paper also challenge what has already 

been done in the academic field and evolves toward new future research directions which can 

provide a complementary contribution to the existing literature. 
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Appendix 
 

Appendix 1 Interview Guide 

 

Personal Background 

• What is your role/position/responsibility within the company?  

• What is your relationship to the family?  

• How many years have you worked for the company?  

• Which generation of the family business are you in? 

• What were your occupations before the company?  

 

Company Background 

• What is the origin or the history of the company? 

• What are the main business objectives/activities of this company now? 

• How many family members are involved in the company and how many are not? What 

are the reasons for family members being involved or not? 

• How is the ownership organized? Which generations are involved in the company? 

• Have there been any existing conflicts between owners and managers or between family 

members who are involved within the firm? Why or why not? 

• How is the company managing in terms of finance (Revenue, profit margins, etc.)? 

 

Socioemotional Wealth 

• What is the culture like within the family?  

• What is the culture like within the firm? Could you please explain the differences 

between the firm and family culture? Why? 

• How do you identify yourself with the firm and why? 

• What is the relationship between family members as well as non-family members?  

• How has the culture evolved or developed in any way from previous generations or 

external changes in the environment (technology, political, etc.)? How did the family 

react toward those changes? 

• How does the family firm value the control, stability, and wellbeing of the family 

members within the firm? How has this influenced the decision-making process? 

• How does the family firm value the reputation or image of the firm in the market? How 

has this influenced the decision-making process? 
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SEW and Innovation 

• How does the firm engage/manage innovation? 

• What types of innovation does the firm do? 

• How does the family firm manage risk?  

• How does the family influence strategic decisions within the firm? Why? How does this 

influence affect the innovation process? 

• How does your identification with the firm, influence internal processes such as 

innovation? Why?  

• How is social capital valued in this business? For example, how do social relationships 

play an essential role for prosperity in the family firm? How do they contribute to the 

innovativeness? 

• How do family members value working together in the firm? How does this fact impact 

the innovativeness? 

• How does the transition of the family business firm from one generation to another take 

place in this family firm? How do you consider the importance of the family legacy 

continuing and why?  

• If the new generation takes over, how will it influence the innovation process?  

• What do you consider valuable in the family firm? 

 

Appendix 2 

 

1st Order Concepts 2nd Order Themes Aggregate 

Dimensions 

Company agreement with articles in this agreement and 

they describe how the decision is being done.  

In the moment if you don’t have a family member as a CEO, 

then things might change fore sure, there needs to be a 

bigger control from the family. 

All the shareholders have a lot of power but not a lot of 

control. 

Control and 

Influence 

SEW 
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Because then, I get an overview about the full range of 

activities, of problems, of targets. 

If you are young, the tradition is not so strong but if you are 

growing into the company then the identification is 

growing. 

Im interested in politics and  ecological problems and 

climate problems, which influences the company, I become 

more close to it. 

So I mean, it's a little bit about this last name thing that you 

identify with the firm. 

It’s quite an acknowledged feeling to drive around and to 

see family properties. 

The name is very well-known in the region. And I think this 

is important for our success. 

So the reputation is important for the business to run, the 

farmers will come and then we have work. 

Identification SEW 

My cousin said there are so many farmers around which we 

can supply for their needs … and they know about us. 

It is a family business, the culture reflects to the employees, 

like the entire working atmosphere is a very positive and 

open one and having this family feeling that you are related. 

There is another CEO who is not a family member, and I 

know him not very good, but he's a really nice guy and I 

trust him very much. And I think he's, he is very able.  He 

has a good ability to do his job so I trust him and I think he 

is a good boy. 

Binding Social 

Ties 

SEW 

I think everybody is proud of what our fathers and our 

grandfathers were able to achieve within these nearly 100 

years time. It's a strong attachment and actually we are 

proud of that. We are all thankful for the success of the 

company. 

Emotional 

Attachment 

SEW 



 

69 
 

He (father in law) didn't inform us or me about how 

business was running, but nevertheless, I was very close. 

And then since he passed away I got more and more 

involved in it. Not on daily things but general development. 

One of the shareholders left on the day of when the meeting 

was kept and a lot of people were upset. Yeah, my brother 

and I was really, really upset and my mother couldn't get it. 

Yea they had strong attachment. I was astonished and 

happy that they identify with the company. They have 

strong feelings, I never expected that. 

Exactly and therefore I’m happy that the fourth generation 

is standing in front of the door...it might be much easier for 

them to start a new business and to learn new business and 

to have enough energy. 

That's very important that the new generation always brings 

a new life and in the companies and actually, this motivates 

me a lot. 

Because there I have a pretty strict rule myself, likewise 

with my brother because we talked about it. I, it just goes 

against my feelings to work for a company even if it has my 

name on it to be the bank of somebody else.  

But let's say in the generations that are active now that are 

left now, third and fourth generation the relationship is very 

good...And I would even say that, for example, if I would 

end up unemployed for whatever reason, after a couple of 

years doing my own thing, I would always be welcome to 

come into company and work as whatever. So it's the the 

family, well being definitely comes first. 

Renewal of Family 

Bonds Through 

Dynastic 

Succession 

SEW 

And now we are forced to change a lot of things from… to 

Q agriculture for instance, thats one big step we have to do. 

Product 

Innovation 

Innovation 
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I think I think this agriculture trading needs to develop and 

look for new forms of trade, new possibilities in trading and 

new products 

We have several ideas, one is to go into producing X & Y 

stuff, so X like Procedure I and Procedure R together with 

Y. This is sure something for the future against the climate 

change and as most of the Equipment W, most of them 

gather Resource A. So this is fine for this form of growing, 

that you have your own Resource A. Because you need a 

lot of Resource A if you're doing Procedure I and you 

have a sustainable Procedure R with the Y, so the Y 

produce the fertilizer for the X.” 

And one idea has been to produce Product W in terms of 

product innovation, where we would use the Equipment 

W that we already have in place to grow Product W and 

harvest them, and then sell them to Market M. At the same 

time, this Product W can of course be used for Market T 

and Market P. And so there is currently a lot of research 

being done, and yeah, numbers are calculated, and because 

we have the Equipment W in place…..everybody sees this 

urge to be innovative to do something new, to bring the 

business further and then this kind of  Product W 

production would be innovative. 

We have a lot of capabilities with workers in our company, 

but we don’t have anyone straightforward and says here 

let's try it. It's a little bit of a lost opportunity, because 

nobody…nobody has the decency to do it, and it could also 

cost us a lot of money. 

 


