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Abstract 

 

Background: Increased competition and fast-changing and global markets are the major 
characteristics of today’s business environment. Family firms need to adapt to 
these changes and more often pursue an international expansion themselves to 
remain competitive. The concept of dynamic capabilities has been developed to 
explain how businesses can react to changes in the environment to sustain a 
competitive advantage. The internationalization of a family firm can be such a 
change in the environment 

Purpose: The purpose of this study is to analyze the internationalization of family firms 
through the lens of dynamic capabilities. 

Method:  We use a qualitative case study design with four cases representing four family 
firms that have gone through an international expansion. Through semi-
structured interviews we extract the data from the family firms. We develop a 
framework out of the literature as a basis for the analysis and present a revised 
framework with the results of the study. 

Conclusion: The analysis shows there are certain capabilities that help family firms in the 
internationalization process. Sensing capabilities include network and market 
scanning capabilities and assist family firms with finding new opportunities in 
foreign markets. Seizing capabilities include decision-making and managerial 
capabilities and are used to adjust the resource base to exploit the prior sensed 
opportunities. Lastly, with transforming capabilities, which consist of 
entrepreneurial and learning/knowledge capabilities, family firms can 
continuously reconfigure their resources to improve processes and structures 
towards the new international environment. Various aspects of familiness 
influence the development of these dynamic capabilities.  
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1 Introduction 

1.1 Background 

 

Globalization and the growing importance of global markets is one of the most prominent 

megatrends of the 21st century (Singh, et al., 2009). Companies need to adapt to changing 

environments and often restructure their business approach to align with the new 

circumstances. One way for companies to exploit the global economy is to expand their 

business internationally. Internationalization in general can be defined as “a process of 

initiating, developing, and maintaining international business relationships” (Johanson & 

Mattsson, 1988, p. 288). This process has been studied extensively, but predominately 

associated with large stock companies. The expansion to global markets is nevertheless 

also an essential factor for survival and growth for many small and medium sized 

companies which are mostly represented by family businesses (D'Souza & McDougall, 

1989).  

A family business differs from other businesses as it is a company that is managed and 

owned by members of the same family or a coalition of several families with the intention 

of generating wealth across future generations of these families (Chua, et al., 1999). A 

company is considered a family firm if the individuals who currently manage the business 

have also founded or inherited it (Hoy & Sharma, 2009). These family businesses account 

for about 80% of all companies worldwide and are often considered the backbone of the 

world economy (Fernádez-Aráoz, 2015) as they have an economic impact of over 70% 

of the global GDP (Osunde, 2017).  

Family firms are also looking to internationalize as an opportunity to find new growth 

areas for competitive advantage and as a means to fight economic decline. 

Internationalization has always been an option for many family firms to expand their 

business, but with new technological advancements, increased global competition and the 

possibility of exponential growth it has gained more attraction in the business 

environment as well as in the literature (De Massis, et al., 2017).  

There are many factors that are unique to family firm internationalization as family 

businesses are in the possession of distinctive resources and capabilities (Habbershon & 

Williams, 1999; Habbershon & Williams, 2000). These specific capabilities are needed 
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for family operations if they seek to be successful in an international environment (Graves 

& Thomas, 2004; 2008). The uniqueness of family firms is described by the concept of 

familiness and is enabled through social- as well as human capital in family firms 

(Pearson et al., 2008, Sirmon & Hitt, 2003). 

Although business in an international context offers a wide range of growth potential, 

there are also new competitive challenges that increase risk and uncertainty. In order to 

be competitive in this new highly dynamic environment, companies need to adapt to the 

new circumstances. They need to be dynamic themselves to be ready for new unpredicted 

changes. To help with the process of changing environments, Teece et al. (1997) in their 

work mention the concept of dynamic capabilities and describe them as “the firm’s ability 

to integrate, build, and reconfigure internal and external competences to address rapidly 

changing business environments” (Teece, et al., 1997, p. 516) . Teece (2007) furthermore 

describes three clusters in which dynamic capabilities can fall, namely sensing, which 

describes identifying and assessing opportunities, seizing, which describes the 

mobilization of resources and transforming, which is continued renewal. 

 

1.2 Problem discussion 

 

After introducing the topic, it should be evident that family firms are a unique and vital 

element in the global business environment. The whole world economy relies on family 

firms and their survival. But it is also clear that environments change and with the 

emergence of an interconnected and global economy, family firms need to adapt. 

Internationalization as a means to take advantage of the new opportunities for growth but 

also as a way to be prepared for new competitive challenges has been identified to be the 

focal point for many family businesses in the present and future. Scholars have tried to 

develop theories and concepts to describe family firm internationalization and to illustrate 

the uniqueness of these firms in the global economy. However, there has not been a 

universal definition due to the heterogeneity of family firms (Gomez-Mejia, et al., 2010; 

Melin & Nordqvist, 2007; Segaro, 2012). This heterogeneity is visible in several areas of 

a family business and influences how the firm operates and strategizes (Arregle, et al., 

2012). In the literature, several factors have been identified to explain the differences of 

family firms such as the level of ownership the founding family still has in the company 
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(Majocchi & Strange, 2012), the involvement of the family in the management operations 

(Liang, et al., 2014) or the company culture (Kontinen & Ojala, 2010).  

The internationalization of family firms has predominantly been studied with theories 

focusing on the relationship and motivational aspects of management and family such as 

agency theory (Avrichir, et al., 2016) and stewardship theory (Mitter, et al., 2014). 

Nevertheless, there are other familiness aspects that demand consideration in this context. 

Any internationalization process is a major change in the environment of family 

businesses which leads to uncertainty and unexpected challenges. Teece’s concept of 

dynamic capabilities (1997) was developed to explain how these uncertainties can be 

minimized. There is existing research on dynamic capabilities and internationalization 

(Prange & Verdier, 2011, Luo, 2000) and on dynamic capabilities within family firms 

(Chirico & Nordqvist, 2010, Barros, et al., 2016), but the influence of familiness on the 

development of dynamic capabilities for the internationalization of family firms has, to 

our knowledge, not yet been investigated.  

With our research we intend to help closing this gap in the literature. We seek to 

investigate how family firms react to the environmental change of internationalization 

and what kind of capabilities they need to develop in order to do so. The microfoundations 

of dynamic capabilities, categorized into sensing, seizing and transforming (Teece, 2007), 

act as a promising lens through which we can conduct our empirical analysis. There will 

be an increased focus on how the specific family firm characteristics influence the 

development of dynamic capabilities.  

 

1.3 Research purpose 

 

After introducing the problem, we have developed a purpose of this thesis formulated as 

a research questions that is as follows: 

 

How do dynamic capabilities influence family firm internationalization? 

 

With this thesis we intend to contribute to the existing body of knowledge in the field of 

family firms and internationalization as well as dynamic capabilities. There has been a 

vast amount of research in any of these areas but bringing in dynamic capabilities as an 
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influencing factor for family firm internationalization will address a gap in the literature. 

We intend to help closing that gap with this thesis.  

In the subsequent chapters the theoretical background of family firm internationalization 

will be outlined. This will be done by reviewing the current state of the literature and 

conducting a comprehensive literature review. Next to this we will give an introduction 

to the concept of dynamic capabilities as well. Building up on the literature we will try to 

verify our problem statement empirically by conducting interviews with family firms that 

have gone through an international expansion in the past. To discuss the findings further 

we will outline practical implications and give insights on possible future research. 

  



 

 

 

 

5 

2 Literature Review 
 

This following, comprehensive literature review aims to depict the current status of 

scientific literature on the internationalization of family firms, showing different factors 

that have been identified as important influences on the success of a firms’ 

internationalization. Concluding, a connection to the capabilities perspective will be 

established and we will identify a gap in the current literature with regards to the use of 

dynamic capabilities as the theoretical lens to research family firm internationalization. 

 

2.1 Internationalization 

 

The literature on internationalization is extensive and offers a plethora of different 

approaches. First of all, it is important to define the term of internationalization. Welch 

and Luostarinen (1988, p.36) define it as “the process of increasing involvement in 

international operations”, while Jones and Coviello (2005, p. 284) delineate 

internationalization as “a firm-level activity that crosses international borders”. The 

review on internationalization in this thesis will give an insight into the streams of 

literature that are most important for this work.  

To start with, Knight and Liesch (2016) identify the start of international business 

research in the work of Hymer in 1960 who wrote about multinational enterprises. 

Nevertheless, the most important contribution in the literature for this review starts with 

Johanson and Wiedersheim-Paul, who, in 1975 started with the creation of a stage model 

of internationalization, which developed, supported by the work of Johanson and Vahlne 

(1977), into the well-known Uppsala internationalization model. The Uppsala model can 

be described as a model of an incremental process of internationalization with knowledge 

and market commitment as the most important aspects (Johanson & Vahlne, 1977). 

Next to the extensive research on internationalization through a stage model lens, other 

views have emerged in scientific research. Following the line of research that avoids the 

description of internationalization stages, Jones and Coviello (2005, p. 297) conceptualize 

internationalization as a “long-term entrepreneurial behavioral phenomenon” that is 

specific to the individual firm and its experiences. Furthermore, the network approach 
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can be mentioned, which deals with network relationships that help firms to 

internationalize (Chetty & Blankenburg Holm, 2000). 

Moving on from the theoretical lenses that have been applied to explain the 

internationalization process, the question of why firms internationalize can be asked. 

Oesterle et al. (2013) mention that the most common reasons for firms to internationalize 

are, among others, market seeking motives, higher operational flexibility, organizational 

learning or a diversification of risk, by being active in different markets. Also export 

seeking and looking for reduced transportation cost, thereby increasing efficiency can be 

mentioned (Nachum & Zaheer, 2005). Furthermore, important motives for 

internationalization are access to new resources, knowledge and foreign stakeholders but 

also the possibility to grow as an organization (Hitt, et al., 2006). A motive for 

internationalization is also, if customers or competitors of a firm are internationally 

diverse (Hitt, et al., 2006). This can be a pull-factor that forces firms into 

internationalization as a means of staying competitive (Hitt et al., 2006, Nachum & 

Zaheer, 2005). The research that has been conducted on the motives for 

internationalization clearly shows that although the establishment of international 

operations can be a risky endeavor (Hitt, et al., 2006), it can be vitally important for firms 

to operate in international markets. If they can’t follow internationally diverse customers 

or miss access to important international resources, it can have serious implications for 

their ability to stay competitive. 

Next to the question why firms internationalize, there is a variety of research on how 

internationalization can be conducted. Generally, a distinction can be made between 

modes with high and low control (Anderson & Gatignon, 1986). Anderson and Gatignon 

(1986) also state that a tradeoff is happening between the level of control and the resource 

commitment and with that the risk of the entry mode. 

Starting with low control modes, export is the first one to mention. It can happen directly 

or indirectly and is characterized by a company selling its products abroad (Hollensen, et 

al., 2011). Modes with medium control are for example the establishment of joint 

ventures. Finally, high-control modes function via foreign direct investment (FDI) and 

are e.g. the establishment of a wholly owned venture (Hollensen, et al., 2011). 
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Having only touched upon the surface of the research that has been conducted on 

internationalization, it becomes clear how many aspects have been considered in past 

studies. For the purpose of our thesis, a definition of internationally operating firms has 

to be found that can be used for our research. We decided on trying to find a definition 

that leaves some freedom to select appropriate companies, but also isn’t too broad, to 

avoid being applicable to any firm. 

 

We thus define international operations for our thesis, as mentioned above, as a firm level 

activity that crosses international borders, but determine that the companies we are 

observing need to have a form of FDI. We define FDI as at least one production facility 

abroad, as a part of the international operations of the firm, thus making it possible to 

classify them as multinational enterprises (MNE). This goes with a definition of Rugman 

and Verbeke (2001) who define an MNE as a firm which is active with value adding 

activities in more than one country. 

 

Finally, and that goes together with our focus on dynamic capabilities, a resource-based 

view on internationalization can be taken. The resource-based view generally deals with 

a view on the business as a collection of productive resources (Barney, 1991). This view 

has also found its way into research on internationalization. Westhead et al. (2001) found 

that more financial resources, dense networks and management know-how significantly 

influence internationalization behavior, while Knight and Cavusgil (2004) state that 

strong innovativeness and international orientation are the most important capabilities for 

internationalization. 

Recently in internationalization research, the role of dynamic capabilities has become 

increasingly important. Teece (2015) calls for a theory that better explains multinational 

enterprises and suggests a dynamic capabilities framework. This overlap of capabilities 

and internationalization will be described later in the literature review. As we aim to 

observe, how family firms internationalize, the following will deal with the literature on 

family companies. 
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2.2 Family firms 

 

The importance of family firms cannot be underestimated, as they are the dominant force 

in the world economy (La Porta & Shleifer, 1999, Sharma et al., 2013), important for 

international (Bammens, et al., 2011) as well as domestic wealth and functioning as 

employers (Chrisman, et al., 2005). Family firms are, in their majority SMEs but also 

among large corporations, family firms can be found (Bammens, et al., 2011) 

Research on family firms and the specific characteristics of family firms has been an 

important field due to the interest in the distinct characteristics of family businesses 

(Chrisman, et al., 2005). 

 

Starting, the family firm can be described as a system made out of three overlapping 

circles, namely family, management and ownership (Habbershon, et al., 2003 ) The 

depiction makes sense, because it shows that the respective firm consists of more than 

purely business related factors. This is also what distinguishes family firms most from 

non-family firms: the additional aspects that the involvement of a family brings with it. 

Arregle et al. (2007) propose that two forms of capital exist in family firms. Next to the 

firm capital, social capital has to be mentioned which builds upon the close relationships 

and collaboration between family members in a company (Arregle, et al., 2007). Into a 

similar direction goes the socio-emotional wealth perspective (SEW). It acknowledges 

that family firms offer more than only monetary aspects to the owning families (Chang, 

et al., 2014). These aspects, among others, can be the identification with the company, 

dedication or other affective characteristics connected to the ownership in a company 

(Chang, et al., 2014).  

Finally, anchored in the resource-based view, the aspect of familiness clearly 

distinguishes family firms, as it describes idiosyncratic resources that are unique to family 

firms (Habbershon et al., 2003; Sirmon & Hitt, 2003). Examples of those resources are 

the ingrained decision-making processes or the close mentoring relationships between the 

children and their parents in the company (Habbershon & Williams, 1999). 

Nevertheless, the concept of familiness as described by the RBV has faced some criticism 

in the literature for being too blurry, thus calling for a clear definition (Irava & Moores, 

2010). Stating that the concept of familiness, seen through the lens of RBV is too broad, 
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Pearson et al., (2008) introduce the lens of social capital to further clarify the definition 

and dimensions of familiness. For this research study, we will follow the definition of 

Pearson et al., (2008). Social capital in general, refers to resources enabled through a 

network of relationships in an organization (Pearson, et al., 2008). In family firms, these 

interactions are grounded in the family relationships (Pearson, et al., 2008). The 

observations of Pearson et al., (2008) lead to a framework, where they describe familiness 

with the help of three categories, namely the structural, cognitive and relational 

dimension. The structural dimension deals with the strength and the connectivity of the 

ties in the network, the cognitive dimension describes the shared purpose and vision and 

the relational dimension deals with trust, norms, obligations and identity (Pearson, et al., 

2008). In their model, these dimensions lead to family firm capabilities, namely 

information access and associability (Pearson, et al., 2008). Furthermore, next to social 

capital, human capital as described by Sirmon and Hitt (2003) will be a part of our 

definition of familiness. Human capital is described as the knowledge resources and 

capabilities of a person (Sirmon & Hitt, 2003). In family firms, this can manifest itself 

through the commitment of the managers as well as through tacit knowledge (Sirmon & 

Hitt, 2003). With this view adopted, behavioral and social resources in family firms are 

identified that can help explain their uniqueness. 

As the unique features of family firms are touched upon, they need to be defined. Finding 

a generally valid definition of family firms is extremely difficult due to the heterogeneity 

among family firms (Miller et al., 2007, Brundin et al., 2014). The definitions found in 

the literature span from a pure focus on ownership, to a focus on the management of the 

firm with varying differentiations with regards to the number of family members and the 

stake in the business (Miller, et al., 2007). 

For this work, we will take a definition proposed by Miller et al., (2007) because it is 

general enough to not be limiting but detailed enough to provide some guidance. They 

define family firms as a firm: 

 

“in which multiple members of the same family are involved as major owners or 

managers, either contemporaneously or over time.” (Miller et al., 2007, P. 836) 
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This definition is central to our thesis, as it determines what firms can be observed to 

answer our research question. Following, the uniqueness of family businesses with 

regards to internationalization will be displayed. 

 

2.3 Family firms and internationalization 

 

Research on the internationalization of family firms and possible influences on the 

probability or the success of internationalization in family firms has shown a variety of 

different findings.  

Most of them observe that family firms are less likely to internationalize depending on 

their ownership (Majocchi & Strange, 2012, Singla, et al., 2017), their management 

(Singla, et al., 2017) and other factors such as financial resources and internal capabilities 

(Graves & Thomas, 2008). Since internationalization is very resource intensive, larger 

family firms naturally have an advantage due to their access to resources (Ivanova, et al., 

2015). The plethora of articles, displaying family firm internationalization, shows that a 

lot of research has been done with regards to topics of governance and ownership and the 

implications of it on degree of diversification or entry mode choice (Pukall & Calabrò, 

2014). Also, the pace of internationalization of family firms and the different pathways 

have been observed (Pukall & Calabrò, 2014). Contrary, limited attention has been given 

to strategic aspects of family firm internationalization (Ivanova, et al., 2015), thus calling 

for papers that apply strategy theories to the topic. Also, the behavior of family firms in 

internationalization is a topic not sufficiently researched (Pukall & Calabrò, 2014). 

 

Following, the internationalization of family firms and the differences to their non-family 

counterparts, will be depicted with the help of agency theory as well as stewardship theory 

and the resource-based view. 

 

Starting with agency theory, the underlying rationale of the theory is about the 

relationships between agents. In these relationships two individuals that show self-interest 

are connected by the delegation of decision-making from one to another (Schulze, et al., 

2001). Out of that situation, risks arise for the agents that lead them to seek additional 

compensation, cause a conflict of interest and create information asymmetries (Schulze, 
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et al., 2001). These conflicts occur mainly between the owner (principal) and managers 

of firms (Chrisman, et al., 2005) and can thereby also create risks in family firms. 

In family firms, when managed by the owner, Schulze et al., (2001) state that the altruism 

of family owners could lead to unintentionally bad outcomes for the firm, as e.g. the 

owners’ children work in the company despite their lack of qualifications. Furthermore, 

the owner and manager could use his position to sustain his or her control over the 

business (Avrichir, et al., 2016). Contrary, altruism can have positive consequences such 

as the willingness to sacrifice short-term gains in the pursue of long-term goals 

(Chrisman, et al., 2005). 

Generally, research states that in firms that are family owned as well as managed, the 

main aspect of agency theory regarding the conflict of interest is taken away (Avrichir, et 

al., 2016, Singla, et al., 2014). Nevertheless, problems can arise, because the SEW can 

direct owners into risk aversity and preserving the status quo, possibly resulting in 

decisions that prevent the business from developing (Avrichir, et al., 2016). This risk 

aversity can be diminished by the use of non-family managers, although here the classical 

agency problems can arise again, because the manager might e.g. be more focused on the 

development of his or her career (Avrichir, et al., 2016). Furthermore, Singla et al. (2014) 

find that family firms adopt suboptimal governance structures, that allow the owner to 

benefit from the control over the company. This leads to a negative relationship between 

family firm governance and internationalization (Singla, et al., 2014). Research dealing 

with family firm internationalization from an agency perspective, states that family firms 

diversify less domestically as well as internationally in comparison to non-family firms 

and tend to choose a culturally close market (Gomez-Meija, et al., 2010). These findings 

can be connected to the risk aversity of family firms, since Gomez-Meija et al. (2010) 

also find that the willingness to diversify increases, when the business risk also increases. 

In non-family firms, due to the lack of SEW, the willingness to take risks is higher and 

therefore leads to more diversification efforts (Gomez-Meija, et al., 2010). 

 

Stewardship theory states that managers often aim to give their work a deeper sense of 

meaning by acting altruistically and working for the benefit of the organization and their 

employees (Miller & Le Breton-Miller, 2006). This pursuit is rooted in a strong 

identification with the company (Miller & Le Breton-Miller, 2006), which as mentioned 
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above, is something often found in family firms. Zahra et al. (2008) also mention an 

alignment of the values of the firm and the family and commitment towards the long-term 

goals of the business. 

Thereby, the stewardship theory can help explain the internationalization endeavors of 

family firms, as the commitment of the managers to the long-term success helps to 

establish fast decision-making processes and make the organization more entrepreneurial 

(Mitter, et al., 2014). Furthermore, the relationship with suppliers and customers is 

strengthened through the stewardship of family firms (Mitter, et al., 2014), making their 

business networks more robust. Finally, and for internationalization very important, 

Zahra et al. (2008) find that stewardship culture in family firms increases the strategic 

flexibility. This allows the companies to adapt to changes, define and develop new 

markets and be able to operate in dynamic and competitive environments (Zahra, et al., 

2008). 

 

Moving on to the topic of internationalization of family firms through the resource-based 

lens, Fernandez and Nieto (2005) say that resources can be seen as the basis for 

internationalization, whereas Graves and Thomas (2006) state that the mere possession 

of resources is not enough for a competitive advantage but they also have to be managed 

effectively. 

The resources that can give family firms a competitive advantage in operating 

internationally, are relationships and networks (Duarte et al., 2017; Graves & Thomas, 

2008), but also physical and natural resources, knowledge-based resources (Duarte, et al., 

2017) which can for example stem from a motivated and well educated young generation 

in the business (Fernandez & Nieto, 2005, Davis & Harveston, 2000, Singla, et al., 2017). 

Furthermore, some advantages of family firms have been observed with e.g. regards to 

the full control over decision-making (Velez-Ocampo, et al., 2017). 

Generally, the research using the resource-based view (RBV) on family firm 

internationalization points into a direction, where family firms have certain disadvantages 

when pursuing internationalization strategies. Starting, they have fewer financial 

resources than non-family firms which can be accounted for by their smaller size (Graves 

& Thomas, 2008). The size of the firm is not the only influence here, as the risk aversity 

of family businesses makes the raising of capital more unlikely (Graves & Thomas, 2008). 
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Also the managerial capabilities of family firms have been found to be developed poorer 

in comparison to non-family firms (Graves & Thomas, 2004, 2006; Kontinen & Ojala, 

2010; Manikutty, 2000). This gap when it comes to managerial capabilities is also the 

most important difference of family firms and non-family firms, when adopting a RBV 

perspective. Next to the lack of managerial capabilities, family firms are more connected 

in local or regional networks, making it more difficult for them to gain access to 

international networks (Avrichir, et al., 2016). Nevertheless in family firms that display 

higher levels of internationalization, the size and expertise of the management team, were 

found to be similar to successfully internationalized non-family firms (Graves & Thomas, 

2006). Furthermore, family firms possibly are able to more effectively use their limited 

managerial capabilities in comparison to non-family firms, as they were still able to reach 

a high level of internationalization (Graves & Thomas, 2006).  

Finally, a further line of research deals with the way, family firms can use their resources 

to be internationally successful. In this sense, Fernandez and Nieto (Fernandez & Nieto, 

2005) mention the assignment of younger generations in management positions and the 

active pursue of relationships with other businesses. Furthermore, the active sharing and 

use of resources within the firm can be optimized (Manikutty, 2000) and the acquisition 

of production and marketing resources can be improved (Graves & Thomas, 2008). Singh 

and Kota (2017) in their study of Indian family firms even find family firms to be more 

internationalized and innovative then their non-family counterparts. Here, social and 

human capital as familiness can be mentioned again. Due to the capabilities arising out 

of the conceptualization such as the information access as well as associability (Pearson, 

et al., 2008), younger generations have a strong connection to the firm and are mentored 

within the firm. The distribution of knowledge resources throughout the organization is 

enabled and relationships with employers and stakeholders are more stable. Arguably, 

those can be important success factors for family firms in internationalization. 

Emerging from the RBV, the dynamic capabilities concept, has been used in 

internationalization research in very few publications. A look on family firm 

internationalization through the dynamic capabilities lens has not been done yet. 

Nevertheless, the topic, as the theory advances, offers promising findings on 

internationalization. 
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2.4 Dynamic capabilities 

 

As mentioned in the introduction we have the intention to analyze family firm 

internationalization through the lens of dynamic capabilities. We therefore will give an 

introduction to the concept of dynamic capabilities in this literature review as well.  

The capabilities and resource-based concepts are widely accepted and have been 

thoroughly studied throughout the strategic management literature. They have been 

developed to explain how firms differentiate themselves and how they can create a 

competitive advantage (Amit & Schoemaker, 1993, Hoopes, et al., 2003). The origin of 

these concepts can be traced back to the work of Penrose (1959) who first defined a 

business as a collection of productive resources. These resources can be tangible or 

intangible, e.g. financial and physical assets, patens and licenses or human capital, but are 

interchangeable and not company specific (Amit & Schoemaker, 1993, Barney, 1991). 

They are productive factors that are needed to create value in a given business.  

Capabilities on the other hand are the combination of resources through organizational 

processes to create competitive advantages and are considered company specific 

(Makadok, 2001, Amit & Schoemaker, 1993, Grant, 1991). Many scholars see 

capabilities as tasks or processes that are performed in a repetitive manner and become 

routines to create a particular output (Grant, 1996, Sanchez, et al., 1996, Winter, 2000).  

One of the most dominant theories developed out of this stream of research is the so-

called resource-based view. This theory was first mentioned by Wernerfelt (1984) but 

formally theorized by Barney (1991) in the special issue of the Journal of Management 

to find a connection between resources and sustained competitive advantage (SCA). 

Resources in that sense are the inputs that create SCA for a business. According to Barney 

(1991) though, not all resources are suitable to be sources for SCA. In order to be suitable, 

a resource must be valuable, rare, inimitable and non-substitutable (VRIN). 

The resource-based view gives a good explanation on how a business creates a 

competitive advantage but is limited to a static environment. It does not give insights on 

how a business can use future resources and allocate them accordingly in a changing 

environment (Barney, 2001a, 2001b). To get ahold of this inefficiency the dynamic 

capabilities framework has been developed. The groundwork for this concept has been 

laid out by Teece et al. (1997), but also by Eisenhardt and Martin (2000).  
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The basic definition of dynamic capabilities is formulated “as the firm's ability to 

integrate, build, and reconfigure internal and external competences to address rapidly 

changing environments” (Teece, et al., 1997, p. 516). The ‘dynamic’ component of this 

concept refers to the constant change and renewal a business has to apply in order to adapt 

to the changing business environments. And ‘capabilities’ refer to the ability to 

reconfigure internal and external resources, competences and organizational skills to 

match the requirements of the changing environment. Eisenhardt and Martin (2000) go 

further and describe dynamic capabilities as organizational and strategic processes and 

routines that deal with changing markets and environments. Some of these routines can 

appear in form of new product development, knowledge transfer, quality control or M&A 

routines.  

In the more recent past, scholars have tried to find a way to explicate dynamic capabilities 

further and have focused their research on microfoundations that give insights about the 

formation of dynamic capabilities (Helfat, et al., 2007, Ambrosini & Bowman, 2009). It 

was again Teece (2007) who first sought to find the underpinnings that build dynamic 

capabilities in a business. He divided the microfoundations into three separate categories: 

sensing, seizing and transforming. Sensing can be described as the identification of new 

opportunities in a changing environment. Seizing refers to the process of utilizing 

appropriate resources to address the new opportunity and create value. Transforming in 

the end symbolizes constant renewal resulting in the new resource configuration (Teece, 

2007).  

Sensing: 

A changing environment has a significant impact on a given business on the one side as 

a threat to the business model and on the other hand as potential for growth and 

performance enhancements. In order to react or act in accordance to the changing 

environment, businesses need to develop routines and mechanisms to collect the right 

information. This information can be obtained from within the company, from customers, 

from suppliers or any other relevant stakeholder (Teece, 2007, 2009). To accurately sense 

opportunities and threats Helfat and Peteraf (2015) stress the importance of cognitive 

capabilities of the management. Managers with superior capabilities in perception and 

attention are more likely to recognize emerging patterns in a changing environment and 

have an advantage in detecting and creating new opportunities. The capabilities of the 
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individual to sense opportunities are also mentioned by Teece (2007), he on the other 

hand also describes the desirability to embed sensing capabilities in the organization 

itself. He proposes to create organizational routines to detect customer needs, analyze 

technical developments and validate the company’s R&D strategy. Thus, the sensing 

capability enables businesses to identify new opportunities, interpret them accordingly 

and develop strategies to pursue them (Pavlou & El Sawy, 2011).  

Seizing: 

After opportunities in the changing environment have been detected through the sensing 

capability, organizations need to find ways on how to take advantage of these 

opportunities. Companies do this by making significant investments in new products, 

processes or services (Teece, 2007). To effectively exploit the opportunities, it is not only 

necessary to invest in new assets but there has to be a business model in place that is 

capable of sustaining these changes (Chesbrough, 2010, Teece, 2010). The business 

model needs to be adjusted according to the new resource configuration to create an 

optimal internal setting to act upon the sensed changes (Teece, 2007). With seizing-

routines organizations therefore take structured and transparent investment decisions, 

review their organizational setup and integrate new technologies and competences.  

Transforming/Reconfiguring: 

After sensing new opportunities and seizing them through investments and changes in the 

business model, businesses are likely set for growth and superior performance. This 

success though can lead to a path-dependent approach to future activities. Breaking up 

this path-dependency can be achieved through reconfiguration of a company’s resource 

base (Karim & Mitchell, 2000). To generate growth in a stainable manner it is key to 

“recombine and to reconfigure assets and organizational structures as the enterprise 

grows, and as markets and technologies change” (Teece, 2007, p. 1335). Critical for such 

a resource reconfiguration is the role of the top management team as they are responsible 

for any corporate renewal. Managers need to develop strategies that allow for resource 

configuration and can’t be driven by path-dependencies and inertia (Helfat, et al., 2007) 

(Augier & Teece, 2009). The transforming or reconfiguring part of dynamic capabilities 

aligns a company’s assets in such a way that they are prepared for future changes in the 

environment and can take advantage of new opportunities continuously.  
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2.4.1 Dynamic capabilities and internationalization 

 

Globalization and the international expansion of businesses have been increasing and do 

not show any signal of slowing down anytime soon (Augier & Teece, 2007). Businesses 

need to stay dynamic to adapt to the changes caused by internationalization to exploit 

opportunities for growth and survival (Helfat, et al., 2007). The dynamic capabilities 

approach therefore also seems appropriate to study the internationalization process. 

Nevertheless, the research in this direction is scarcely represented. We have identified 

two approaches that give first insights on the connection of dynamic capabilities and 

internationalization. 

One of the more recognized argumentations has been developed by Prange and Verdier 

(2011). They argue that with adopting a dynamic capability view on internationalization, 

there are two opposing classes of capabilities, namely explorative and exploitative 

capabilities. These capabilities are linked to the international performance of the given 

business. Exploitation capabilities in this context refer to existing capabilities that are 

embedded in the home-organization which are applied in new markets to exploit existing 

knowledge. Exploration capabilities on the other hand refer to new capabilities that are 

developed through exploration of new value streams and experimentation. Both processes 

can be influencing factors on a company’s international performance (Prange & Verdier, 

2011).  

Another impactful contribution in this field has been made by Luo (2000), who assumed 

that for an international expansion, businesses need to be in possession of specific 

capabilities, need to be able to deploy them effectively and need to upgrade them 

continuously. The distinctive resources can be operational, managerial and technical. For 

a correct deployment, these capabilities require to be transferred across borders, aligned 

with environmental dynamics and configured with organizational dynamics. In order to 

achieve a sustained competitive advantage, it is essential to upgrade the capabilities and 

continuously create new resources and knowledge (Luo, 2000).  

Nevertheless, we believe that in order to understand internationalization through the 

dynamic capabilities concept it should be deconstructed into its microfoundations, as 

described by Teece (2007).  
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2.4.2 Dynamic capabilities and family firms 

 

Dynamic capabilities are also a topic that has found its way into the family firm literature 

but has been used very scarcely (Barros, et al., 2016). They become relevant due to the 

unique capabilities, family businesses possess and therefore make an assessment through 

a family firm perspective legitimate. These unique capabilities are the product of the 

interaction between the business, the family and individual members of the family 

(Sirmon & Hitt, 2003). 

The main objective for family firms is the trans-generational value creation which can be 

achieved through innovation and aligned adaptation to changes in the environment. This 

requires family firms to be more entrepreneurial and build dynamic capabilities to sense 

new opportunities and reconfigure their resources accordingly (Chirico, 2008). To 

successfully integrate dynamic capabilities, family firms are in need of change which is 

often met with resistance due to paternalism and traditions. This tendency for paternalism 

leads to inertia and consequently makes it difficult to develop dynamic capabilities 

(Chirico & Nordqvist, 2010). In order to break down these tendencies Chirico and 

Nordqvist (2010) suggest an entrepreneurial orientation that enables dynamic capabilities 

and therefore also change, innovation and subsequently, trans-generational value 

creation. The family firm culture plays a crucial role whether a family business becomes 

path-dependent and lead by inertia or whether it is able to foster an entrepreneurial 

orientation (Chirico, 2008). Next to an entrepreneurial orientation, Chirico and Nordqvist 

(2010) also notice the importance of the leadership of the family business. The leading 

family members need to be open-minded towards changes in their business model to adapt 

to changes in the environment and leave authoritarian behavior behind. 

Furthermore, in a conceptual study, Chirico and Salvato (2008) state that knowledge 

integration enables a family firm to react to dynamic markets by combining the 

specialized knowledge of family members and thereby creating dynamic capabilities. 

Barros et al. (2016) argue that learning mechanisms in the family firm, can enable them 

to make use of a capability that allows family firms to perceive opportunities and threats 

and thereby helps them to stay competitive. 

This line of research, although not too extensive, suggests that dynamic capabilities exist 

in family firms and can help them to be successful in changing markets.  
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One of the most prominent recent changes in the environment of family business is the 

mentioned development of global markets. A consequence to this change is the 

internationalization of family firms. After reviewing the literature, we identify the gap of 

a dynamic capabilities view on family firm internationalization. Generally, the literature 

also calls for a deeper understanding of dynamic capabilities in family firms (Chirico & 

Salvato, 2008, Barros, et al., 2016) and we intend to contribute to that by looking at family 

firm internationalization. 

 

2.5 Dynamic capabilities in family firm internationalization 

 

By reviewing the current literature on internationalization, family firms and dynamic 

capabilities we identified a gap in the literature. The internationalization of family firms 

has not yet been analyzed through the lens of dynamic capabilities. In order to shed light 

in that direction we have developed a framework (Figure 1) by applying the dynamic 

capability approach, with its microfoundations of sensing, seizing and transforming, in 

the context of internationalization, taking into account the distinct family related issues 

of family firms.  

 

 

Figure 1 - Framework 

 

In the context of internationalization, the microfoundations of sensing include a firms’ 

activity in finding new opportunities in foreign markets. One of the most important 

capabilities for a family firm to find new opportunities, is its capability to scan markets. 
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Market-scanning can be any activity that keeps track of competitors, suppliers, new 

technologies or other market changing forces and is a vital factor in attaining and 

sustaining a competitive advantage (Peteraf & Bergen, 2003). The scanning of the 

external environment should be a consistent process and not be done on an ad hoc basis 

according to Sirmon et al. (2007). Zahra and George (2002) found a link between the 

scanning and gathering of information and an increase in international entrepreneurship.  

Another crucial microfoundation of sensing is the establishment and management of 

networks to find new opportunities (Weerawardena, et al., 2007). In the context of 

internationalization, a network can provide the respective company with the needed 

market knowledge to reduce uncertainty and develop and effective market entry strategy 

(Freeman, et al., 2006). Coviello and Munro (1995) even value networks as a necessity 

to be successful in a foreign market as the relationships are needed to enter certain 

markets. Networking capabilities also support other sensing capabilities like market 

scanning as through the network a company gets more access to information that can be 

scanned and analyzed for potential opportunities (Tallott & Hilliard, 2016).  

The specific capabilities evident in family firms can facilitate the sensing of opportunities 

during an internationalization process. Family businesses, in opposition to non-family 

businesses, focus on sustaining their business in the long-term to provide trans-

generational value creation (Chirico & Nordqvist, 2010). Employees in many cases 

follow the long-term orientation of the family firm and spend almost their entire career in 

the company, thus enabling them to form strong long-lasting relationships with other 

stakeholders and create a functional network (Dodd, et al., 2016). This argument is backed 

up by Chua et al. (2012), who recognize the advanced access to information from a 

family-built network and the development of deep tacit knowledge of the long-tenured 

family firm CEO. They further diminish the argument that family firms are limited due 

to their lack in resources as sensing activities are not resource-intensive.  

When new opportunities in an international environment are sensed, family firms need to 

seize them to exploit their benefits. The decision whether to invest in a new market or not 

relies heavily on the prior sensed opportunities and also on how the success rate is 

perceived upon (Teece, 2014). In order to seize an opportunity internationally, businesses 

have to invest in new resources and reallocate existing ones. According to Al-Aali and 

Teece (2014) the necessary steps in this phase are building a global supply-chain and 



 

 

 

 

21 

establishing dependents or joint-ventures. Crucial in the seizing process is the speed of 

implementation, as hypercompetition only allows for short reaction times (Al-Aali & 

Teece, 2014). The capability to take quick and efficient decisions is therefore essential 

and one of the advantages of family businesses. In Family firms the decision-making 

competence is often decentralized among the family members or the family-chosen non-

family actors, which lowers decision-timing and increases flexibility (Habbershon & 

Williams, 1999). Family involvement in the business can also be perceived as negative 

when it comes to seizing opportunities, due to their risk-aversity. The lack in available 

resources, especially financial resources is another constraining factor (Chua, et al., 

2012). 

When opportunities are seized it becomes decisive which new resources are selected to 

ensure success in the process. Specific managerial capabilities are therefore necessary, so 

the decisions are not only taken fast but the decisions are ideally tailored to the 

opportunity (Helfat, et al., 2007). The managerial capability should comprise of 

exploiting accumulated experience and specific internationalization knowledge 

(Bortoluzzi, et al., 2014).  

In order to fully exploit an international expansion and establish a long-lasting business 

model it is necessary to continuously reconfigure a business’s resources through 

transformation and maintain dynamic capabilities. This step requires continuous 

entrepreneurial activities (Augier & Teece, 2007). Entrepreneurial activities include 

traditional innovation processes to meet the demands of the new international markets, as 

well as changing the organizational structure to effectively accommodate the international 

expansion. It can also mean divestments or the spin-off of business sections, that become 

irrelevant due to the continuous internationalization (Al-Aali & Teece, 2014).  

Transforming and continuously changing the resource base of a business seems unlikely 

for many family firms due to their tendency to be path-dependent and driven by inertia. 

To become more entrepreneurial and therefore enable a transformation process, family 

firms can drive change with their organizational culture (Chirico & Nordqvist, 2010). 

Family firms would need to foster a culture in which internal change is a vital element 

and is lived throughout the organization (Teece, 2007).  

One way to ensure a continuous reconfiguration of resources is through organizational 

learning and knowledge management. Zollo and Winter (2002) have developed a 
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framework which tries to explain the influence of learning mechanisms on dynamic 

capabilities. They start by emphasizing the process of experience accumulation. In this 

step knowledge is created through a learning process. This pure knowledge is later 

processed and understood through knowledge articulation. In the last step, the knowledge 

codification, knowledge is processed and brought back in the organization through newly 

developed routines (Zollo & Winter, 2002). In the internationalization process this 

concept can be used to learn from success and failure during the expansion to new 

markets. The learnings and gathered knowledge continuously change the resource base 

to comply with future changes in the environment.  

Learning and knowledge capabilities should be especially relevant to family businesses 

as they have the advantage of a strong organizational culture and high employee 

commitment. The long-term orientation and the increased commitment of family firm 

employees to the business result in a low fluctuation rate in family businesses (Azoury, 

et al., 2013). Learning and knowledge capabilities are easier to establish in companies 

with little change in the personnel as they evolve in a lengthy process. 

Finally, as mentioned in the framework, we believe that the familiness of family firms 

influences the respective dynamic capabilities. As defined by social and human capital, 

familiness describes how the frame of the company is responsible for the specific way 

family firms act (Pearson, et al., 2008). Hence, resulting from social and human capital, 

we think that family firms, have stronger network ties, efficient decision-making 

structures due to the closeness of the family and can more easily integrate and distribute 

knowledge resources in the organization. Therefore, familiness as we define it, has the 

potential to influence sensing, seizing as well as transforming. 
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3 Methodology 

3.1 Research philosophy 

 

As the goal of this study, manifesting itself in the research question, is to study the 

dynamic capabilities of family firms with regards to internationalization, a relativist 

ontology as described by Easterby-Smith et al. (2015) is chosen as the suitable standpoint. 

Relativism acknowledges that facts depend on the individual viewpoint and that multiple 

truths exist (Easterby-Smith, et al., 2015). This works in line with our research question 

and the nature of our study, because we acknowledge that the topic can only be observed 

in relation to, among others, cultural practices in the firm. This can be connected to Smith 

(2012), who states that the most important aspects of relativism are that anything can only 

be observed in relation to e.g. language or social norms and the denial of universal truth. 

Further, relativism underlines the fact, that we as researchers can’t be detached from our 

work and thus not from the reality that we are observing (Easterby-Smith, et al., 2015). 

Consequently, and in line with our research question, we describe our approach in terms 

of the epistemological position as constructionism. In short, constructionism views reality 

as socially constructed (Easterby-Smith, et al., 2015). The implications for research are 

that the aim is to create comprehension of the situation by collecting rich data and 

generalize through theoretical abstraction (Easterby-Smith, et al., 2015). Thus, we argue 

that the epistemological view that is chosen, is suitable in a way that the goal of this 

research is not merely to describe apparent observations, but rather investigate underlying 

topics and thereby taking different realities into account. Referring to the considerations 

on the ontological position and its connection to the epistemology, the overlapping topic 

is the acknowledgement that the individual, be it the researcher or a person describing the 

situation, cannot be detached from that reality (Gergen & Gergen, 2012). 

Furthermore, it can be argued that due to the missing research on dynamic capabilities in 

family firm internationalization, no hypothesis can be tested and therefore the aim of the 

study is the extension of theory, again linking it to a relativistic and constructionistic 

standpoint (Easterby-Smith, et al., 2015). 

 

Since the respective philosophical standpoints have been chosen, it is of crucial 

importance to gain a thorough understanding of the previous literature to avoid losing 
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track in the plethora of possibilities (Race, 2012). Thus, a comprehensive literature review 

has been conducted, where we, finally, identified a gap in the literature. Race (2012) 

posits that by doing a literature review, researchers recognize “the complexity of a 

concept” (Race, 2012, p. 488) while working out how the existing literature covers that 

topic. 

Following the logic of constructionism that says that “no arrangement of words is 

necessarily more […] accurate in its depiction of the world than any other” (Gergen & 

Gergen, 2012, p. 817) we tried to have a look at existing theory without being too 

occupied. Nevertheless, we tried to put the existing literature into question by identifying 

an area that has not been sufficiently covered in the academia yet. This has led us to the 

creation of our research question that will deal with the internationalization of family 

firms through the lens of dynamic capabilities. 

We intend to gain a deep understanding of the processes, resources and capabilities in 

family firms that influence internationalization and allow companies to react to 

demanding and rapidly changing markets. In the following, our research approach, our 

sampling strategy and the methods that we intend to use will be further explained and 

connected to our ontological and epistemological position as well as to the purpose of our 

research. 

 

3.2 Research approach 

 

Deciding whether to use a quantitative or qualitative research mode depends highly on 

the purpose of the study and the intended contribution (Bluhm, et al., 2011). Also, the 

philosophical position is of importance, because as Easterby-Smith et al. (2015) argue, 

constructivist approaches are connected to qualitative research. Furthermore, due to our 

research question and the fact that the topic has been previously unexplored, we intend to 

take advantage of the rich, real world insights that qualitative research has to offer. Since 

we want to discover patterns within organizations and resulting, hope to observe specific 

processes and capabilities, qualitative research offers an optimal starting point. Chirico 

(2008) states that qualitative research is especially suitable for studying family firms, 

while Barros et al., (2016) argue that qualitative case-study designs could potentially 

enrich the research on family firm strategy with regards to dynamic capabilities. 
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Following this argumentation with the purpose of our study in mind, Bluhm et al. (2011) 

argue that qualitative research is distinguished by its virtue of revealing processes in 

organizations as well as in teams and helping to understand the dynamics and motivations 

of individuals and groups. Furthermore, throughout the course of this thesis, the 

qualitative research approach will allow us to go back in the literature and adapt and add 

to our concept. This is possible because qualitative research is reflexive and, thus, guides 

us in adapting our approach by collecting further data and in the analysis (Bluhm, et al., 

2011). 

Distinguishing between the approaches of reasoning, an abductive approach is chosen, as 

opposed to inductive or deductive. While deduction can be found more in the quantitative 

methods (Shank, 2012), induction is strongly connected to qualitative research (Fox, 

2012). As opposed to deduction, induction doesn’t claim that findings are true but rather 

that they are likely. Induction means generalization from specific evidence to theory (Fox, 

2012). The main difference to abduction is now that the inferences made from abduction 

are not seen as likely or probable but rather as plausible. In that way an abductive 

approach enables us to interpret our findings in the context of the theory, but also beyond 

that and, hence, to possibly find more than initially imagined. 

Since the philosophical positions and the decision to conduct qualitative research have 

been outlined, the design of the research can be discussed. 

 

3.3 Case study design 

 

Following the argumentation from above and taking our epistemological position into 

account, a qualitative study will be conducted. This allows us to get the deep insights into 

organizations that we are aiming for.  

With the abductive approach chosen, a case study design is selected to answer our 

research question. Since the goal of our research is theory extension, a case study design 

is appropriate (Eisenhardt, 1989, Easterby-Smith, et al., 2015).  

After having selected a case method as our main strategy for our research, it is crucial to 

show different possibilities within the strategy of case studies. Generally, it can be 

distinguished between a single case study and multiple case studies (Easterby-Smith, et 

al., 2015). Starting with the virtues of a multiple case study, the most important feature 
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here, is the replication logic (Eisenhardt, 1989). With a replication logic, in case studies, 

a more positivist epistemology is applied and the case study, even though used in a 

qualitative setting, aims at theory testing (Easterby-Smith, et al., 2015) or theory building 

(Eisenhardt & Graebner, 2007). On the other hand, a single case study offers very deep 

insights into an organization with specific or extreme features and can therefore describe 

a phenomenon in great detail (Eisenhardt & Graebner, 2007). 

Nevertheless, for our approach, a sample of four in depth case studies is chosen, since we 

do not aim at statistical generalization, but rather at gaining a deep insight into 

organizational cultures and routines. Arguably, this would work with a single case study 

as well, as the topic is previously unexplored. Nevertheless, we argue that for our purpose, 

a sample of four organizations allows us to get a deep insight into the organizations but 

on the other hand, we are able to observe similarities and differences between the cases. 

Following an article by Dubois and Gadde (2002), we intend to handle the case study in 

line with the abductive approach or how they call it “systematic combining”. This refers 

to an intertwined nature of the aspects of a research project (Dubois & Gadde, 2002). By 

that, an abductive approach to case studies means that the framework, theory, the case 

and the empirical world are continuously cross-checked and adapted according to the 

findings (Dubois & Gadde, 2002). This approach offers advantages, as for example case 

studies are seen as a means to reach theoretical innovation (Blatter, 2012) and offer deeper 

insights into a topic (Ridder, et al., 2009). Further, including the abductive approach 

chosen, the possibility to extend the case or change the direction of the research, when 

the insights point in such a direction has to be mentioned. Additionally, a deeper 

understanding of processes and organizations can be reached, when letting the case evolve 

along the way (Dubois & Gadde, 2002). 

Contrary, there is critique regarding the use of case studies. A prominent point is the 

missing generalizability of the studies (Ridder et al., 2009, Dubois & Gadde, 2002). Also, 

the danger of describing too much in a case study and thereby missing clear statements 

can be mentioned (Dubois & Gadde, 2002). Countering this, Siggelkow (2007) states that 

even case studies, applying a very small sample can be valuable by displaying an 

important example in a specific theoretical setting. 

Summarizing, as we do not aim for statistical generalizability, a case study is the 

appropriate approach. We aim at conducting an exploratory study and at theory extension 
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as described by Ridder et al. (2009). They state that by doing theory extension, the 

importance of a theoretical concept can be amplified (Ridder, et al., 2009). 

 

3.3.1 Case selection 

 

With the research design defined, the way we select interview partners, the sampling 

strategy can be discussed. 

Starting very generally, it can be distinguished between probability and non-probability 

sampling designs. Probability designs are characterized through the knowledge of the 

probability of each subject being part of the sample (Easterby-Smith, et al., 2015). 

Contrary, in non-probability designs it is not possible to make such a statement (Easterby-

Smith, et al., 2015). 

In the context of our work, a non-probability design is chosen, due to the fact that we 

need specific people in organizations that are knowledgeable of the internal processes and 

the internationalization behavior of the respective organization.  

The main critique for non-probability designs deals again with the generalizability of the 

research as a result of a design that doesn’t allow confident claims about the population 

(Easterby-Smith, et al., 2015). This point has already been dealt with in the argumentation 

of our research approach and strategy, since we are not aiming at generalizability, a non-

probability design is suitable. 

Within the non-probability designs, we opt to go for a purposive sampling as described 

by Easterby-Smith et al., (2015), in which “the researcher has a clear idea of what sample 

units are needed according to the purposes of the study” (Easterby-Smith, et al., 2015, p. 

82). 

Having defined that a purposive and non-probability sampling is used for our study, the 

logic behind our case selection has to be made clear. As can be seen in the literature 

review, where internationalization as well as family firms were defined, we took the two 

chosen definitions as the basis for our case selection. To do a short recap, the prerequisite 

with regards to internationalization was that the company shows business activities that 

reach across their national borders and furthermore must have at least one form of foreign 

direct investment, making it possible to classify the company as an MNE. Further, with 

regards to family firms, our definition dealt with the company being in its majority family 
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owned and has or has had family members working in the business. With those definitions 

as the basis, four companies will be selected as appropriate cases as they show the 

characteristics mentioned in our definitions. 

Thus, as mentioned above, we will, guided by the purpose of our study and theoretical 

considerations, select managers and family members in family firms that operate 

internationally and ask them about the internal processes and the internationalization of 

their company. The prerequisites for including the managers in our sample, is on the one 

hand that they are in a managing position in the family business and on the other hand, 

that they are involved or have deep knowledge about the international operations of the 

respective firm. Following this initial approach, a snowball sampling is added, which is 

characterized by asking for further contacts within a company that are also suitable to 

answer the questions, after a first contact with a person fitting the criteria has been made 

(Easterby-Smith, et al., 2015). This will allow us to get additional access and get different 

perspectives on our questions (Morgan, 2012). 

When the sampling is completed, the interviews will be conducted with the respective 

interviewee in the company. For that, a strong interview design is needed, to get the 

information, crucial to answering our research question. This will be discussed and 

displayed in the following paragraphs. 

 

3.3.2 Data collection 

 

Aiming at getting deep insight into organizations to identify dynamic capabilities in 

family firms, we want to focus on gathering primary data. According to Easterby-Smith 

et al. (2015), the collection of primary data has the advantage that the researcher has 

control over his content. Next to the primary data we will collect secondary data, which 

will for the most part be used to get background information on the selected cases.  

 

3.3.2.1 Interviews 

 

The collection of primary data in qualitative research can occur in a plethora of ways such 

as using textual data like diary methods or a variety of methods within qualitative 

interviews (Easterby-Smith, et al., 2015). The fact that the possibilities all have certain 
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advantages and disadvantages, lets us consider the method that we use very carefully. 

Resulting, we are going to conduct interviews with managers in family companies to 

answer our research questions. As Eisenhardt and Graebner (2007) state, qualitative 

interviews are suitable for case studies observing strategic phenomena in firms. 

Qualitative interviews, according to King and Horrocks (2010), can be defined through 

three characteristics. They are flexible, they focus on a person’s experiences rather than 

their beliefs and the relationship between interviewer and interviewee is of uttermost 

importance (King & Horrocks, 2010). Furthermore, qualitative interviews are iterative 

and dynamic in nature (Rubin & Rubin, 2012). This can be connected to the approach of 

systematic combining that we aim to apply, as also the iteration is given, as the case 

evolves between literature and empirical world. 

The justification of our method chosen with regards to the topic of dynamic capabilities, 

is very important, as Eriksson (2013) states in her review on the methodological choices 

in dynamic capabilities research. Still, interviews are the most used method in qualitative 

research on dynamic capabilities (Eriksson, 2013). Further, they argue that more in depth 

studies should be conducted, observing different positions in the organization and not 

only top management (Eriksson, 2013). We believe that conducting semi-structured 

interviews will allow us to gain the deeper access that is needed to contribute to the 

dynamic capabilities  research. The choice for semi-structured interviews can be justified 

by the perks this approach offers: It gives us as researchers a guideline on how to approach 

our interviews, while at the same time allowing for flexibility to go more into depth when 

needed (Easterby-Smith, et al., 2015). Two examples from the in-depth interviews can be 

seen in Table 1. 
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Example of in-depth interview 1: Interviewers main question: And how do you 

set up a structure in a foreign country? 

FB2: … 

Follow up: since you talked about important 

contacts in this country, can you explain that more 

in detail? 

FB2: Yes definitely. First of all, with the suppliers 

and manufacturers in this sector collaboration is 

very intensive. But there is also a second 

toolmaker in Germany, for example. The A and B 

families are even friends. They also have constant 

exchange about the market and products. 

  

Example of in-depth interview 2: Main question: Can you elaborate on the biggest 

challenges of internationalization? 

FB2: … 

Follow up: You mentioned the difficulty of 

finding experts, do you recruit them specifically? 

FB2: In the end, we are so specific in toolmaking, 

for us the big challenge is that we don’t find the 

people who have the knowledge we need. We 

have to train them ourselves. We train for an 

extremely long time until we have the people 

where we need them. 

Table 1 - Example of in-depth interview 

 

Finally, for the interviews, the option of remote interviewing has to be mentioned, as we 

will not be able to conduct interviews face to face. Remote interviews have the advantage 

of being independent of the location of the interviewee and offering more flexibility, but 

on the other hand lack important aspects such as body language and non-verbal clues 

(Easterby-Smith, et al., 2015). In order to be able to have the positive aspects of remote 
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interviewing without the negative characteristics, we will use video conferencing 

software in order to conduct our interviews. 

We collected the data with interviews between the 25th of March and the 18th of April 

2019 (see Table 2). The managers that we interviewed worked for family firms in Austria 

as well as in Germany. Due to the geographical distance, the interviews were all 

conducted using the video conferencing software ‘skype’. Three interviews were 

conducted with using only a skype call.  

 
 

Subject Position Working 

Nation 

Language 

of 

interview 

Type Date Length 

FB1A  Head of 

Controlling 

Austria German Skype 

Interview 

25.03.2019 82 minutes 

FB1B Sales Manager Austria German Skype 

Interview 

26.03.2019  95 minutes 

FB2A International 

Project 

Manager 

Germany German Skype Call 29.03.2019 89 minutes 

FB2B Sales Manager Germany German Skype 

Interview 

04.04.2019 95 minutes 

FB3A CEO Austria German Skype Call 08.04.2019 65 minutes 

FB3B CFO/COO Austria German Skype Call 11.04.2019 72 minutes 

FB4A Plant director Germany German Skype 

Interview 

15.04.2019 84 minutes 

FB4B CFO Germany German Skype 

Interview 

18.04.2019 71 minutes 

Table 2 - Interview Material 

 

All of the interviews were carried out in German, because we wanted to avoid language 

barriers and thereby enable the interviewees to express their thoughts and ideas without 

having to think about speaking in a foreign language. After the interviews were 

conducted, they were transcribed and then translated to English. The fact that all of our 

interviews were conducted in German is arguably a limitation of this thesis because 

translations can sometimes not exactly capture the meaning of a statement. Furthermore, 

as three of the interviews were conducted without a video call, it was not possible to get 
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an impression of the body language and facial expressions of the interviewees. The 

interviewees received a document with the main questions and the informed consent prior 

to the interviews. 

As explained above within the variety of possibilities in designing research with the help 

of interviews, a semi-structured approach is chosen. According to King and Horrocks 

(2010), the most important aspect of qualitative interviewing is flexibility, because it 

allows the researcher to react to issues that come up during the interview. Similar to 

Easterby-Smith et al. (2015), they mention the creation of a topic guide that delineates 

the topics that should be covered in the interview, but can be changed with regards to the 

order and the way the questions are asked (King & Horrocks, 2010). This allows a deeper 

understanding of and a reaction to the statements of the interviewee (King & Horrocks, 

2010). We are developing our topic guide with questions that cover the most important 

parts of our research but can nonetheless be addressed flexibly. 

To create a suitable design for the topic guide, the purpose of our study has to be revisited 

as well as the literature review in order to cover the essence of our research as well as the 

important topics (Easterby-Smith, et al., 2015). 

For our cases the topics that will be enquired are general and open questions followed by 

questions with regards to internationalization. After this, the microfoundations of 

dynamic capabilities as described by Teece (2007) will be the matter of inquiry. 

Before the interview, an informed consent is reached with the interviewee to ensure that 

we act ethically correct (Easterby-Smith, et al., 2015).  

Our topic guide (Table 3) consisted of ten main questions, that were asked to all the 

interview partners. Depending on their response, follow up questions were asked. 
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Question 1 How has the internationalization process of … developed?  

Question 2 What were important drivers of your internationalization process? 

Question 3 How do you observe your business environment? 

Question 4 How do you choose your international markets? 

Question 5 How do you collect knowledge about your markets? 

Question 6 How do you react to changes in the environment? 

Question 7 Did you build up an international partner network? How? How did it 

help you? 

Question 8 How did your company change with the internationalization? 

Question 9 How did the organizational structure change? 

Question 10 What are the advantages and disadvantages of being a family firm  

Table 3 - Topic Guide 

 

3.3.2.2 Secondary data 

 

Besides conducting interviews for primary data we have also collected secondary data in 

form of company presentations, news articles and the web presence of the respective 

cases. An example of a company presentation that we used for secondary data can be 

found in Appendix 2. As described by Saunders et al. (2012) secondary data is used to 

facilitate triangulation with the primary data. For this research the secondary data is 

mainly used to get background information on the cases to aid the analysis process.  

 

3.4 Case analysis 

 

For this part, in line with our purpose, the philosophical considerations and the aim of an 

exploratory study, the approach of a case analysis is described.  

We chose a case analysis as the suitable approach to dealing with our research question. 

It is described as “drawing systematic inferences from qualitative data that have been 

structured by a set of ideas or concepts” (Easterby-Smith, et al., 2015, p. 188). Although 

Easterby-Smith et al. (2015) define case analysis as opposed to grounded theory as an 

approach that is more deductive and causal, we opted to analyze our data using the case 
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analysis due to its openness. Contrary to Easterby-Smith et al. (2015), Julien (2012) states 

that case analysis isn’t bound to one approach but occurs on a range from deductive to 

inductive.  

Case analysis is described as a process, where categories that are previously identified in 

the data, are reassessed and where the data that has been collected is analyzed and 

combined in great detail and different ways (Ayres, et al., 2003). 

The analysis of cases is especially useful, when there is no real prior research on the 

specific topic (Elo & Kyngäs, 2008) which goes in hand, with the observation, which we 

made during the literature review, that the internationalization of family firms has not 

been dealt with through a dynamic capabilities' lens. 

With qualitative data, although described for an inductive approach, analysis of cases 

includes “open coding, creating categories and abstraction” (Elo & Kyngäs, 2008, p. 109). 

Nevertheless, Dubois and Gadde (2002) describe in their research that also abductive 

approaches can be combined with a case analysis. 

Therefore, the process with which we intend to analyze our data starts with an open 

coding, where the data is worked through by assigning headlines and keywords. An 

example of how the codes emerged in the data can be found in Appendix 1. Following, 

the keywords are grouped into categories and then abstracted by formulating general 

descriptions (Elo & Kyngäs, 2008).   

Criticism with regards to the method of analysis has dealt with delineating case analysis 

as an over simplistic approach, that is not as precise and objective in comparison to 

hypothesis testing (Eisenhardt & Graebner, 2007). Furthermore it is said that the material 

is not linear and thus the contents might relate to different categories (Elo & Kyngäs, 

2008). This can be counteracted by very clearly describing the process of analysis and 

hence making it comprehensible for the reader which rationale our analysis is following. 

Furthermore, the abstractions made, have to be supported by extracts of the collected data 

(Elo & Kyngäs, 2008).  

With those points in mind, we are confident that we will be able to use the approach to 

make useful inferences from the data by looking at it in great detail. Thus, we should be 

able to identify categories that lead us to statements about the organizational processes 

and routines enabling family firms to operate successfully in international markets.  
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3.5 Trustworthiness 

 

In order to increase the trustworthiness of our research and make it clear to the reader that 

scientific criteria have been used, the work by Guba (1981) is used to establish trust in 

our findings. The four criteria for trustworthiness described are credibility, transferability, 

dependability and confirmability (Guba, 1981). 

Generally, due to the limited scope and the timeframe in which we conduct our research 

project, it is not possible to fully satisfy the criteria that Guba (1981) describes. 

Nevertheless, efforts are taken to fulfill them to the highest possible standards. Following, 

our approach with regards to considerations of trustworthiness is described. 

Starting with credibility, we will gather rich material going into depth, to make sure we 

sufficiently interact with the organization and situation. Furthermore, throughout the 

seminars accompanying our project some kind of peer debriefing will take place to ensure 

that we get outside perspectives and can detach us from our research. Finally, the process 

of ensuring credibility has started with the work on our literature review, where we got 

an in-depth look at the theory that deals with the phenomenon under investigation. 

Following, transferability is ensured by conducting purposive sampling as described 

above and providing a rich description of the context and the findings (Guba, 1981; Elo 

& Kyngäs, 2008). 

Dependability, dealing with the stability of the data (Guba, 1981) will be ensured by a 

detailed description of our approach and the actions taken in the process. By that, readers 

can comprehend the emergence of our findings. 

Finally, confirmability will be assured by applying reflexivity to our research and 

providing descriptions of our underlying epistemological assumptions. 

Summarizing, within the limited time and means that we have, we aim to ensure 

trustworthiness especially through comprehensible descriptions of our philosophical 

assumptions, our approach, the context and the data. 
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3.6 Ethical considerations 

 

When doing research in a qualitative manner, including human interaction there are also 

some ethical issues that have to be considered. In the past, research ethics was mostly 

associated with medical research, but in recent years ethics has also been a more dominant 

topic in the business and management context (Easterby-Smith, et al., 2015). Saunders et 

al. (2012, p. 239) have defined ethics in the business research context as “the standards 

of behavior that guide your conduct in relation to the rights of those who become the 

subject of your work or are affected by it.” Many associations have therefore developed 

principles for scholars to pay attention to while doing research. Bell and Bryman (2007) 

have summarized these principles into ten statements that should be followed to protect 

the research participants, the interests of the research subjects and the integrity of the 

research community.  

In our whole qualitative research design, we follow these ten principles to ensure an 

ethically correct project. Firstly, we will make sure that no harm comes to the participants, 

whether it is physical, mental or emotional. We can assure that by conducting the 

interviews in a comfortable setting and by not asking questions that could make the 

participants uncomfortable or promote stress. During the interviews we will develop a 

relationship of trust and respect which is crucial to protect the dignity of the participants. 

The most important element to ensure an ethically correct research project is a fully 

informed consent of the research participants. Prior to conducting the interviews every 

participant is given a consent form (Appendix 3) signed by us in which we state in a 

detailed manner what our intention with the interview is, what implication the 

participation has for the participants and that all information given by the participants will 

be confidential. We will guarantee to not change the scope of the interview prior or during 

the interview without permission of the participants. The informed consent allows us to 

protect the research participants in terms of privacy, confidentiality and anonymity (Bell 

& Bryman, 2007). Privacy will be ensured by conducting the interviews in a formal 

setting and by not involving any other people than the participants and us researchers. We 

will treat all the collected data confidential and make sure that no third party gets access 

to the material or that the data will be used in any other purpose than stated in the consent 

form. The goals of these interviews are to gain knowledge about processes and routines 
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in the respective companies and not to gain knowledge about the individuals themselves 

or the organizations. Therefore, the names of the participants and the organizations will 

remain anonymous.  

In order to protect the integrity of the research community it is necessary to minimize 

deception about the nature and aims of the research (Bryman & Bell, 2015). We will 

assure this by declaring all of the research methods we intend to use in this chapter. Our 

research will be conducted according to the explanations regarding research philosophy, 

research approach, data collection and data analysis. By doing this we can avoid deception 

in any form. Many scholars, especially in management research, have been confronted 

with affiliations to other parties while conducting their research (Bell & Bryman, 2007). 

Affiliations related to funding or towards the research participants can be critical (Bryman 

& Bell, 2015). To avoid any conflicts of interest we hereby declare that we are not 

affiliated with the research participants nor with any other third parties and that we have 

not received any funding to conduct this study. 

The last points that have to be considered for an ethically correct research project are 

related to activities after conducting the research. All findings of the study have to be 

communicated in an honest and transparent manner. We will make sure of this by clearly 

revealing all our results and attaching examples of the raw data from the interviews in the 

appendix. With doing so, independent parties can comprehend our findings. All 

assurances given about privacy, anonymity and confidentiality need to be upheld during 

the analysis (Saunders, et al., 2012). In no way can there be any alteration of primary data 

and any misleading or false reporting. All findings will be reported fully and correctly 

even if they do not comply with the intended outcomes.  

Being open about our methods and considering ethical issues increases trustworthiness 

and gives legitimacy to our research.  
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4 Empirical findings 

4.1 Company descriptions 

 

In the following section we will briefly present the four cases that were analyzed for this 

research project. It is essential to fully understand the background and operations of these 

companies to effectively analyze them towards our research questions.  

 

Family Business 1 (FB1) manufactures highly specialized tools for the moulding industry. 

The Business was founded in 1979 in Austria derived from the activities of an old 

blacksmith shop. Extensive expansion and focusing on highly specialized products made 

them a world leader in their respective industry. Next to the sole products, FB1 also sells 

all connecting services around their products.  

100% percent of the company is still owned by the founding family. Members of the 

family also serve in the management team. There are currently three members of the 

owning family on the management board, one member of the second generation and two 

members of the third generation who serve as managing director and head of controlling 

respectively.  

The process of internationalization first started in the German speaking markets of 

Germany and Switzerland but quickly expanded all over Europe. Especially after the 

current managing director took over, the international expansion has increased drastically 

to the point where FB1 is now active on every continent except of Asia. They mostly 

export to the international markets but also have production and distribution subsidiaries 

in Hungary, Germany and Canada. Due to the more rapid expansion in recent years FB1 

now plans a phase of consolidation before entering new markets in the future. 

 

Family Business 2 (FB2) operates as a distributor for chemicals and plastics. The 

company was founded in 1906 in Germany as a trading company for salt. Over the years 

the business was expanded to distribute plastics and specialty chemicals for chemical 

producers. FB2 does not produce any products themselves but offers the whole supply 

chain from the producer to the end customer including all related services.  

85% of the company is still in family hand through a holding company. Most of the family 

members serve and lead on the supervisory board. Although there are also some family 
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members actively working in the company, none of them fulfil an executive role. It was 

an active decision by the owning family to not be involved in day-to-day operational 

activities and leave the executive to external managers with expertise in the field. They 

are nevertheless sometimes involved in highly strategic decisions due to their role on the 

supervisory board. The top management team consists of three external managers, who 

have previously gained experience in other companies. The CEO has a background in 

Mergers and Acquisitions and has been active in more than 20 internationalization 

projects throughout his career.  

FB2 slowly started their international expansion already in the 1960s with first exporting 

activities with the salt trading business. They continued by opening their own subsidiaries 

in countries with close proximity to Germany and later further towards the USA and 

South America. They usually started their internationalization process with their salt 

trading business due to its simplicity and later followed with their other business areas 

through the same channels. In the more recent past FB2 internationalized mostly through 

joint-ventures and acquisitions in the respective countries. This method will also be used 

in the future international expansion which will have a focus on the Asia-Pacific region 

and Africa. 

 

Family Business 3 (FB3) is a manufacturer of specialty paper and printed products. The 

place of foundation and also the current headquarter is in Austria. The company can be 

traced back to as early as 1865 when the ancestors of the current owners already started 

with paper manufacturing. They diversified into several other paper products but never 

quite left their original industry which made them a world leader in their respective field.  

FB3 is still completely in family ownership. Family members though only serve on the 

supervisory board and do not have any executive functions. The management team 

consists of externals with broad business and management backgrounds. The supervisory 

board and the top management team form a strategic steering committee, that comes 

together a few times a year to decide on the long term, strategic future of the business.  

The family business has a long history of internationalization activities already going 

back to the 1950s with exports following their customers to new markets. They opened 

up their first production and distribution sites outside of Austria in the late 1970 and 

continued their expansion gradually. In the future their plan to expand their 
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internationalization activities further mainly through acquisitions with a focus on the 

North American and Asian markets. 

 

Family Business 4 (FB4) is a technological leader in the tube and forming technology. 

The company can be traced back to the year 1928, but if viewed in its current form it was 

established in the 1970s in Germany. The product range goes from stamping and tube 

drawing towards the construction of entire assemblies.  

FB 4 is still 100% owned by the founding family and currently managed by the third 

generation. One member of the third generation serves as the company’s managing 

director while another one is the head of work preparation and the pressing plant. There 

is also a member of the second generation still involved in the business, but only in an 

advisory role. The management team consists of the managing director and the CFO, who 

was brought in externally, but has strong ties to the founding family.  

The international activities of FB4 have only been taking off during the last ten years, 

mainly through exporting to existing customer locations. Today about one third of the 

production is being exported. In the year 2018 they expanded their international 

operations by building a production and distribution site in Canada to serve the North 

American market. All future international operations will focus on this new production 

site. Nevertheless, the Asian market will also become more of a focus in the distant future.  

 

  



 

 

 

 

41 

5 Analysis 

5.1 Sensing 

 

Sensing capabilities, in an internationalization context, are mainly used to find new 

opportunities in a new international market. The two main microfoundations that emerged 

out of the theory and the empirical findings were market scanning capabilities and 

network capabilities. 

 

5.1.1 Market scanning capabilities 

 

None of the analyzed family firms just expand to a foreign market without scanning the 

new market prior to entering it. All of the companies had some sort of mechanism in place 

to scan the environment in order to sense new opportunities or to be better prepared for 

potential threats. 

The responsibilities for market scanning activities vary from company to company, but 

what all companies have in common is that market scanning is an activity that is 

embedded in the business and does not happen on an ad-hoc basis. This manifests the 

importance of market scanning for the internationalization process of a family firm. For 

FB4 market scanning activities lie with the top management of the company. “Looking 

for new opportunities is a management responsibility in our group. We have the best 

insights.” (FB4B) 

In FB3 there is a market intelligence team that is responsible for these activities. “We 

have market intelligence structures and a dedicated team with which we observe our 

surroundings.” (FB3A) 

Opportunity finding in FB2 is part of the functions of the strategy department. “The 

strategy department is responsible for everything that concerns looking at the corporate 

environment. This is an ongoing process.” (FB2B) 

Next to scanning the environment for opportunities, the family firms also put a lot of 

emphasis on analyzing the markets for possible obstacles and threats. Establishing a 

business in a foreign country comes with many new challenges and questions that were 

not necessary to pay attention to before. Legal issues and differences in culture have to 
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be accounted for prior to entering a new market. FB4 uses their legal team to inspect the 

local laws and regulations, which can result in a strategy change and even lead to the 

decision to not pursue a certain market at all. “Our lawyers do so-called pre-checks of 

every new market we enter about the different laws and regulations. This helps us to be 

prepared before entering or even prevents us from expanding there.” (FB4A) 

The same approach is present in FB3 who rely on experts who are able to make a 

professional assessment of the circumstances in the new market. “When we expand to 

another country, we always choose country experts to help us with the legal situation in 

that country.” (FB3A) 

In order to better understand the environment of foreign markets, some family firms also 

make an investment and hire external personnel such as consultants or outside advisors. 

This gives them the necessary insights to the new market and greater assurance of what 

the best internationalization strategy for a certain market might be. “We hired external 

consultants, who are experts in regard to internationalization. They knew exactly what 

we needed for a certain market and which markets could become more challenging for 

us.” (FB1A) 

One of the major threats when entering a new foreign market is the increased competition. 

To protect themselves from the global hypercompetition many of the family firms have 

processes in place to track what the competition is doing. These sensing routines become 

necessary to retain newly gained market share and become an established player in the 

new market. “We always look at what the competition is doing. We have certain processes 

in which we analyze news to find out what the competition is doing.” (FB2B) 

FB3 even goes a step further and uses its market scanning capabilities not only to observe 

what the competition is doing, but uses them to get ahead of the competition. “The best 

way to protect yourself from the competition is to be always one step ahead. We try to 

identify new demands from our customers before the competition, so we gain an 

advantage.” (FB3A) 

The analysis clearly showed that all the family firms have market scanning processes in 

place to properly react to the environmental change of internationalization. They are a 

necessity to find new opportunities and be prepared for new challenges.  
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5.1.2 Network capabilities 

 

All of the analyzed family businesses rely on some sort of network to find new 

opportunities abroad. The networks are used to get access to a certain market, to find and 

develop local expertise in an uncertain environment and to find suitable personnel for an 

international expansion.  

Gaining access to a network happens in various ways for the family firms, usually by 

either acquiring an existing network or by slowly building up a network on their own. 

FB1 grows their network organically by working together with different stakeholders 

over a long period of time. The commitment of employees to the family firm becomes 

especially valuable here as it is difficult to sustain a network with constantly changing 

personnel. The loyalty of family firm employees becomes a crucial advantage for building 

up networks. “Most of our sales managers have been with us for a very long time and 

were able to build up the network from the beginning to what it is today.”(FB1A) 

But not only customer networks can be used to find new opportunities, also supplier 

networks have been leveraged by FB1 to gain market knowledge. “It is particularly 

advantageous here that we have been handling this for a very long time in such a way 

that the suppliers also have a friendly relationship with us. With us, a supplier is actually 

treated just like a customer and we benefit equally from this relationship.”(FB1B) 

In FB2, the creation of a network is actively pursued by going into joint ventures with 

international partners to leverage their market knowledge. “We want to buy existing 

infrastructures. Through joint ventures and acquisitions, we buy an existing network and 

the expertise.” (FB2A) 

As the quote clearly shows, this network doesn’t grow organically, but is created by the 

strategy of the company. Furthermore, not only is FB2 buying itself into networks, they 

also use their existing network of suppliers and customers to have access to information 

about customer demands to consequently being able to react to them. They also rely on a 

network that enables them to get expertise into the company and actively conduct research 

and development. “We also have various research partners and contractual partners 

such as laboratories. That means not only suppliers but also a large network of different 

partners and researchers.“ (FB2A) 
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Here we can clearly see the differences in the approach towards networks. FB1 relies on 

an organically grown network within the industry to have access to employees and to stay 

informed about developments. Contrary, FB2 actively buys into networks to then 

leverage the resources that they get from the network, be it infrastructure, expertise or 

innovation.  

FB3 on the other hand uses its existing network to get access to new markets. Since FB3 

has production sites in a variety of countries, they already have a process in place with 

which they approach new markets. 

“We don't go into markets we don't know, we always build up the sales volume until we 

have enough customers and use our network to get to know the market.” (FB3B) 

After a network has been build and is well established it also has to be maintained to 

continuously exploit its advantages. For FB4 this is a constant activity and a responsibility 

of the top management. “You always have to work on the top level and maintain the 

network. It does not sustain itself, it requires immense work.” (FB4A) 

This argument is backed up by FB2, who compare a network to any everyday relationship. 

“A network is like any relationship, it sounds stupid, but that’s what it is. You have to 

constantly put in work and your best effort to maintain it. […] You always have to stay in 

contact with the people, you never know when you can use certain people again.” (FB2A) 

In FB4 the network was even called the most important element of the whole 

internationalization process. Without the proper network this family firm claims that they 

would not have been able to find a site that fits all their requirements concerning 

infrastructure, tax incentives and access to personnel. “Network, without a network you 

can forget the whole operation. For us it was the key to the international market.”(FB4B) 

During their search for a suitable site to build up their international production and 

distribution facilities, FB4 relied on the network of locally acquired personnel and the 

CFO of the business who was responsible for finding a site, who build up his own network 

incrementally. “And that’s why we hired somebody who already had an excellent network 

in the region. But in parallel I was also building up my own network.”(FB4B) 

Networks are also being used to find personnel in new markets. Finding opportunities 

abroad greatly depends on the expertise for the local market, therefore a demand for local 

personnel can be identified. FB1 uses its international network to find suitable candidates. 
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“When looking for personnel, I can fall back on international companies, so I have people 

on offer who can help, for example if I want to find a special designer in Canada.” (FB1B) 

All in all, the empirical material emphasizes the importance of networks to sense new 

opportunities in foreign markets. Whether they are acquired or build up incrementally, 

the family firms rely heavily on their partners to take advantage of the changed 

environment. Family firms in particular with their long-term orientation and employee 

commitment have an advantage when building up a network. 

 

5.2 Seizing 

 

Seizing capabilities in family firms are used to embrace internationalization opportunities 

for the business. The concrete capabilities that emerged are decision-making capabilities 

and managerial capabilities.  

 

5.2.1 Decision-making capabilities 

 

Decision-making capabilities are of crucial importance to the seizing of opportunities in 

all observed family firms. The decision-making processes are embedded into the 

company culture and thus enable the companies to make decisions very quickly. 

In FB1 decision-making capabilities are seen as a major source of advantage that the firm 

actively leverages. “That is also what distinguishes us and is actually also what has made 

the company great, to make courageous decisions quickly. This is certainly also the case 

in internationalization.“ (FB1A) 

This courage in decision-making, allows them to even take risky decisions very fast and 

thereby to be able to react to changing markets or demands from their customers. “With 

us it is like this, if a big decision is pending, then there is even a decision on the same 

day. If not, then there is usually a decision one or two days later.” (FB1A) 

This courageous approach is possible due to people taking responsibility for their 

decisions but also by being able to change, if a decision doesn’t lead to the expected 

outcome. This can be connected to strategic flexibility, which is seen as an advantage in 
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international operations. Furthermore, the long-term focus of the firm helps them, to be 

patient with decisions and see them as a part of a long-term strategy.   

„This long-term approach is possible. You simply always have the basic certainty that 

when decisions are made, they are always made on a long-term basis. If something 

doesn't go in the right direction, then there's the courage to take something back.“ (FB1A) 

The processes in FB1 that enable that kind of decision-making, also lead to a closer 

connection to their customers, because they can react to demands extremely fast. 

“And it's like this here, when the family manager is here, I go two floors higher and clarify 

that and then you do that. And then I can go back out to the customer and that's a big 

deal. Because we are spontaneous and flexible.“ (FB1B) 

Especially in relationships with international clients, this can pose a great advantage, 

because the decision-making channels work extremely fast, which can be seen as a 

difference to non-family firms. 

In FB2, the decision-making capabilities are not leveraged as much for fast decision-

making as in FB1, but nevertheless, FB2 shows that the owning family is willing to take 

a financial risk to seize opportunities. “When we invest, we invest the family's money, the 

family owns the company, so they have to be willing to take the risk.[…] There we take 

the decision and then we can implement that“ (FB2A) 

This shows that with the long-term focus and an owning family that supports fast 

decisions and then acts as an instance to report to, that the seizing capabilities are 

supported throughout the organization. 

FB3 similar to FB1 has a culture in which decision-making processes are extremely fast, 

which is enabled through the closeness of the family to the business. “We have the 

advantage, that due to the closeness of the family to the business, we can react extremely 

fast to changes and thereby harness possibilities.” (FB3A) 

This fast decision-making process that is a collaboration between family members and 

managers, allows them to face the strong international competition. “Another thing is that 

if your competitors expand before you do, you are already the second to the market and 

that is a clear disadvantage” (FB3B) 

This statement first of all shows the need for companies to adopt proactive behavior in 

internationalization. FB3 acknowledges this and leverages its decision-making 
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capabilities to seize opportunities. “When we notice a change in the market, the respective 

committee will be activated very quickly.” (FB3B) 

Through the family sitting in controlling instances, strategic directions in FB3 are 

determined, but also ad-hoc decisions can be taken. Because the family is being reported 

to and a climate of mutual trust is prevalent, decision can be taken and evaluated very 

fast. 

FB4, backed up by the observations made in FB1 and FB3, sees its fast decision-making 

processes as one of its core strengths. “The strength of a company like ours, as a family 

business, is that you can make decisions extremely quickly.” (FB4A) 

This capability can again mean that the company can react to changes very fast but also 

to the demand of their customers. “But we have for example weekly management meetings 

where we discuss operational changes and their impact on our processes. If we see the 

need we can quickly react accordingly.”(FB4A) 

“We had to react because more and more customers, especially in North America, 

requested local suppliers.” (FB4B) 

The way they handle decisions can be seen as a very good example of how the capability 

can be used for seizing opportunities. Changes and opportunities are sensed, as described 

above and then, when the decision is made, reacted to. 

Furthermore, FB4 has decentralized their decision-making in a way that every plant has 

its competencies for decision-making, which again increased the speed of the process. 

“The competencies for decision-making have been moved to every plant individually so 

they can react as fast as possible.” (FB4A) 

Decentralized decision-making, as mentioned in the literature increases decision-making 

speed and flexibility. By that, opportunities can be seized faster than the competition. 

Summarizing, it becomes clear that not only in the scientific literature but also in the self-

awareness of the family firms, their decision-making processes are seen as the deciding 

advantage that they have in international operations. The closeness of the family to the 

business as well as the willingness to take risks allows for the development of seizing 

capabilities that can give the companies a competitive advantage. 
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5.2.2 Managerial capabilities 

 

Following the decision-making capabilities, managerial capabilities have been observed 

in the companies. These capabilities are important for seizing because the accumulated 

knowledge of the manager can help to better assess opportunities and then react 

accordingly. This experience that can stem from the education, experience or expertise of 

the respective manager can therefore determine whether a company is able to develop 

seizing capabilities or not. 

 

In FB1, the managerial capabilities have their origins in the technical expertise, the ability 

to recognize trends and the international experience of the manager. “You have to say 

that the boss is very important here. He is really a visionary just like his father. His father, 

too, was always a step ahead in many respects, in many topics. And now he is the same 

again. He has to recognize trends very early on.” (FB1A) 

This ability to be a step ahead of the competition due to the skill of recognizing trends, 

could in this case also be explained by the talent of the manager. Nevertheless, in the 

context of FB1, the great technological expertise that is prevalent in the firm has arguably 

led to the development of the described expertise. Furthermore, due to the often close 

mentorship relationships in family firms and the willingness to share knowledge among 

the employees, the expertise of the father of the current CEO has helped develop the 

knowledge of the manager. This can be connected to social as well as human capital in 

family firms, as the social capital due to the closeness in family firms together with the 

deep expertise of previous generations leads to the development of the managerial 

capabilities. 

This deep expertise can now help to support seizing as well as sensing processes. In 

sensing, the knowledge of the CEO of FB1 facilitates the access to networks and helps 

with trend recognition. On the other hand, it enables seizing through the ability to assess 

the opportunities and the decision to act upon it. “Often he develops an idea because he 

is somewhere. He has already had something in his head and sees something somewhere 

and then develops his idea to the end in his head. And then the innovation process often 

begins in the company.” (FB1B) 
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As much as the managerial capabilities in this context are of a technological nature, they 

help to keep the company innovative and through that capable of competing with low-

price manufacturers abroad. Furthermore, the managerial capabilities, and that can be 

connected to the decision-making capabilities, ensure that the right decision is taken due 

to the internal knowledge. In that sense, and as innovativeness is mentioned in the 

literature to facilitate international competitiveness, the managerial capabilities are 

critical for the seizing of international opportunities. 

In FB2, the managerial capabilities have a clearer focus on the internationalization of the 

company. Through the professional experience that the manager has collected, his 

capabilities have developed and now help the company to internationalize successfully. 

“I mean our managing director right now is an M&A expert who also knows how to start 

working in different countries. I think he bought 20 companies in different countries 

during his whole life and none of them were not successful.” (FB2B) 

Obviously, this kind of knowledge, about an aspect of internationalization, helps FB2 to 

seize international opportunities. Because of this knowledge, the company has an 

internationalization strategy that consists mainly of acquiring companies in other 

countries and thereby growing inorganically. Next to the financial resources needed to 

follow this kind of strategy, strong managerial capabilities are needed to be able to take 

advantage of the possibilities in the international market. This was also an important 

factor in the decision to hire the manager. “Exactly that was one of the reasons why he 

was appointed as managing director with the same expertise and knows where to notice 

the beginning and how to use the experience gained.“ (FB2A) 

In FB3, a combination of the managerial capabilities found in FB1 and FB2 can be 

observed. The top management team, through their educational background as well as 

through their professional experience, has developed capabilities allowing them to lead 

the successful internationalization of the company. “I have studied business and 

mechanical engineering and then went into the paper industry, where I also worked in 

Italy.” (FB3A) 

“I studied law and worked in European law for five years to prepare to membership of 

Austria in the European Union.” (FB3B) 

As visible from the statement, a combination is prevalent that offers deep market 

knowledge and therefore the ability to better assess opportunities in the market and then 
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act upon them. Furthermore, knowledge about international law that is a crucial part of 

international operations, can be found in FB3. To have that kind of knowledge in the 

company, helps with their strategy of inorganic growth that requires on the one hand the 

ability to recognize the potential of an opportunity and then being able to seize it. 

In FB4, the managerial capabilities observed, can be seen once again as a combination of 

FB1 and FB2. This shows with the education of the manager, as well as with the expertise 

build up through the work in the technologically specialized family business. “I studied 

law and business administration and seven years ago, I was asked to take the position of 

the commercial manager” (FB4A) 

“The eldest son is the managing director I mentioned earlier and the other is head of 

work preparation and pressing plant. […] He [the managing director] was also the driver 

of the fact that we went international.” (FB4B) 

What can be important here, is that the sons working in the family business have been 

growing up with the company under the mentorship of their father who is also still active 

in the business. As mentioned in family firm literature, with new generations being a part 

of the business, often knowledge and fresh managerial capabilities can be integrated into 

the company. This can help the seizing of opportunities, as existing structures and 

managerial decision pathways are changed and renewed. 

The statement furthermore clearly shows that the internationalization efforts have 

increased with the next generations of managers being in the business, which shows 

capabilities for opportunity seizing. 

Summarizing, the managerial capabilities that are crucial for seizing in the companies 

have been observed with regards to expertise, educational background and great 

knowledge about the business. Here also a certain family aspect comes into play, due to 

the described mentorship in the firms and the willingness to distribute knowledge 

throughout the company. As has been shown, the respective capabilities help the 

companies to seize opportunities that are detected through their sensing capabilities. 

 

5.3 Transforming 

 

Transforming capabilities are used to continuously reconfigure the resource base of the 

family firms to accommodate the rapid changes as the result of an international expansion. 
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Entrepreneurial capabilities and learning/knowledge capabilities have emerged as the 

dominant microfoundations to build these dynamic capabilities.  

 

5.3.1 Entrepreneurial capabilities 

 

The family firms in our analysis have understood that it is not enough to just sense and 

seize single opportunities, but to use an entrepreneurial orientation to adapt the 

organizational structure and other processes to fully exploit international markets.  

Especially organizational changes seem to be a priority to adapt to the changes caused by 

the internationalization of a family firm. Due to organizational growth and new 

competences, the firms expanded their operational activity immensely. FB1 for example 

grew several new functional teams out of their sales department as a result of the 

internationalization. “If you see it over the years, smaller units have been formed, from 

the departments. They were split again and again. And now there are several departments 

with new project teams and new functions. that all developed out of the sales department 

from where we drove our international strategy.” (FB1B) 

FB4 on the other hand created a new overarching holding company to bundle the old local 

business together with the new international activities. “The company is now structured 

differently. We now have the holding company, which we didn't have a few years ago.” 

(FB4B) 

Even more ordinary functions, that are not directly involved in an international expansion, 

are being restructured to better assist in the international strategy. “We had to restructure 

our whole HR department and hire new people who were familiar with global hiring 

processes. This enabled us to find the best people with the necessary international 

expertise.” (FB3A) 

But not only selected resources and processes are being reconfigured, even the whole 

business model, that might have been present for decades, has to be reviewed to 

accommodate to the new international environment. Changing the business model is one 

of the most impactful decisions a company can make, but some of the family firms did 

not shy away from this challenge to gain a competitive advantage in the international 

market. “You also have to make big changes in your business model every now and then 

to remain competitive. Otherwise you will not be able survive.” (FB4A) 
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This argument is backed up by FB2 who also emphasize the importance of proactivity 

when it comes to changing the business model. “We adapt the business model to the new 

customers. And we try to do that before everyone else.”(FB2A) 

Many companies have structured their business around one central location, the 

headquarter, which is usually the location where the company was founded. This is 

especially true for family firms, where the founding family still lives in the same location 

and steers the business from there. FB2 for example has gone through a phase of 

decentralization as a direct response to the internationalization in order to have the 

competence right where it is needed. “In the last years we had a process of 

decentralization. This is an active process which is wanted by the managing director and 

the board of directors. It is not necessary anymore to be located in the headquarters to 

steer the business. We need the right people in the right locations.” (FB2B) 

FB4 even plans on developing their only non-German based location into its biggest 

location in a couple of years. They have sensed the biggest opportunities in that market 

and now make a resource shift towards that market to fully exploit the opportunities. “In 

the long-term, our site in Canada will be the biggest in terms of production volume and 

sales personnel. It is weird to think about it today, but we know we have the biggest 

growth opportunities there, so we have to do it.” (FB4B) 

With so many process and organizational changes happening in a short period of time 

during an internationalization process, it can become challenging for a family firm to keep 

all the structures and processes working. FB1 stretches the importance of having the 

founding family with its culture in the background to align all the activities towards their 

goal of long-term value creation. “The family is what keeps everything together, even 

with all the changes we had in the last year. We never lost our identity.” (FB1B) 

Here, the importance of social capital can be seen again. The fact that the family keeps 

the firm together in times of change, helps the organization grow and adapt as a unity. 

The analyzed family firms have all realized that an international expansion is not a one-

time deal. It is an ongoing process which comes along with many changes. The firms 

have to be entrepreneurial in their core and constantly reconfigure their resource base to 

establish the necessary processes and structures to accommodate to the new 

circumstances. 
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5.3.2 Learning/Knowledge capabilities 

 

When it comes to the transformation of an organization, which describes the 

reconfiguration of resources, learning and knowledge capabilities can play an important 

part. If the acquired knowledge, be it through buying companies in another country to get 

access to knowledge or be it through organizational learning, can be integrated into the 

company, a process of continuous renewal can emerge. 

 

FB1, as already mentioned, is very technologically specialized and therefore has to 

establish processes of organizational learning and knowledge management. “We are so 

specific in toolmaking, for us the big challenge is that we don’t find the people who have 

the knowledge we need. We have to train them ourselves. We train for an extremely long 

time until we have the people where we need them. Once every three to five years, a lot 

of money goes into this fictitious training backpack.” (FB1A) 

This shows that a great amount of resources goes into the training of the employees of 

FB1. The technological training, again, is not directly connected to transforming for 

internationalization, but keeps the company at the edge of technological developments. 

“It took a lot of time to define big technologies so that you can use them and then you 

have to implement them in your company then you have to adapt them to your individual 

needs and then you have to train your employees.” (FB1B) 

In FB1 and FB4 also the familiness aspect with regards to learning has to be mentioned, 

as they state that their low fluctuation rate is vital for the business, as there is so much 

knowledge in the company and so many resources allocated to training and learning. 

Mentioning the view of social capital again, the deep identification with a business that 

family firms offer, can help to keep employees for a long time in the business, thus, 

sustaining knowledge resources and learning. 

“Because with us the employee is not just a number, he is the most important resource 

we have.”(FB4A) 

More important in the context of internationalization, is how the company changes in the 

process. Especially for family firms that have the tendency to sustain the status quo, this 

organizational change can be an obstacle. In FB1, this starts with the change of processes 

that have to be adapted due to internationalization efforts and growth. “This is a point 
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that has become bigger and bigger over the years and has certainly to do with 

internationalization. We try to close these gaps and establish new processes. Earlier you 

could just agree with the other department and it did get done. Now processes have to be 

written and this is a very important story, which is also a result of the internationalization, 

where the company grows and then also needs new structures.” (FB1B) 

The statement clearly shows how the organization has changed from rather informal 

structure to defined processes. Also, the help of outsiders has been used to enable 

transforming. “Yes, for example, we currently have another external consultant who 

examines our internal processes and where we regularly self-critically say, "Okay, what 

works well, what can get better.” (FB1A) 

The willingness to learn and change, also with the help of outsiders can be seen as an 

important asset of the company. Furthermore, not only with regards to 

internationalization but also connected to the optimization of the organization, FB1 

actively pursues transforming. “And we want to achieve a closed loop internally, but also 

very strongly within the group here. We want to further optimize this entire process from 

ordering to delivery. In certain areas we are fast on average, but we want to become 

faster.”(FB1A) 

In FB2, the changes that come with internationalization challenge the structure of the 

organization as a whole. Here, efforts are taken, to unify the company throughout its 

plants. “And that's what we're trying to do with this whole project, because we often don't 

even know how people work and we try to harmonize that and then bring the whole group 

back as standard.” (FB2A) 

This harmonization can strongly motivate employees to work towards a common goal, 

also enabled through the social capital prevalent in family firms. This helps the company 

to stay competitive, which is crucial especially in international markets. 

Finally, the international structure in FB1 is supported through the integration of 

international employees. “International employees are part of the structure, they are in 

very important positions.” (FB1A) 

This can also be found in FB3 that goes a slightly different way, by specifically hiring 

managers from countries, where they want to get access. “When we see a market as 

promising, we start building up knowledge and also recruiting managers in those 
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countries. They can also work at other sites, but it is to get the organization closer to the 

respective market.” (FB3B) 

Additionally, FB1 helps to broaden the horizon of its employees, by letting them work at 

other plants. “Of course, we always have interns from the other locations. We send interns 

to Hungary and Canada. Hungary also sends interns here. Everything is more 

international.” (FBA1) 

FB2 attempts to enable international knowledge and learning, are rooted in the pragmatic 

reason that is necessary for international success. “Through internationalization we have 

to build up more expertise in certain areas: Contract law, cultures, other legal bases, 

chemical law and so on.”(FB2B) 

By building up this expertise, they can reconfigure their resources accordingly, which 

helps them to react to international demand. “That's exactly why we need the international 

experience and then we can talk to the subsidiaries. Even if the customer exports, we have 

to have fulfilled everything.” (FB2B) 

The structure supporting that kind of international learning is described as very simple in 

FB2. “You only learn from the mistakes, convert them and do it better next time. That is 

a clear support structure.” (FB2A) 

This could seem like a very basic structure, but actually makes a lot of sense in the context 

of a family business with close communication structures. This is because mistakes are 

documented and then solutions are found to optimize the situation for the future. 

Also, in FB4 this continuous learning is a part of the organization. By applying a corporate 

philosophy of ongoing learning and development, the company becomes more flexible in 

its operations. “And we are continuously working on it so that we become better and 

better and learn more about it. In our area you never stop learning and you can always 

improve to become bigger, better and stronger.”(FB4B) 

FB3 leverages international experience and knowledge also actively through acquisitions 

in foreign countries. “At the end of 1990, we expanded to Finland, where we bought a lot 

of technological knowledge and expertise from the Paper- and lumber industry.”(FB3A) 

This kind of knowledge integration into the company can be seen as an acquisition and 

reconfiguration of resources. 

Furthermore, the organizational culture of FB3 has changed due to the fact that the 

company internationalized and more people from different countries have to work 
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together. “We have the emotional and cultural aspect as well and here it is extremely 

important to accept and even promote diversity.” (FB3B) 

This theme is backed up by FB4, which in this context also relies on the perks of it being 

a family firm, with an owning family that is involved in the business. “The great strength 

of family businesses is the familiarity that goes through all companies. All employees live 

the culture that is exemplified by the founding family.“ (FB4A) 

Summarizing, in all four organizations, learning structures and efforts to integrate 

knowledge can be observed. Especially, the search and integration of specialized 

knowledge in internationalization as well as in technology are important factors. For 

internationalization, the constant reconfiguration of knowledge resources, enables the 

organizations to stay flexible and thus be able to adapt to changing market requirements. 
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5.4 Revised framework 

 

The analysis was conducted on the basis of the framework which was developed in 

chapter 2.5 after reviewing the literature. After analyzing the empirical results we decided 

to include the specific capabilities, which we were able to extract out of the material, into 

the framework. This was done to highlight the importance of these capabilities and can 

be used as a basis for future research. 

 

 

 

Figure 2 - Revised Framework 

 

Through the analysis we have identified several aspects of familines that influence the 

dynamic capabilities of sensing, seizing and transforming. These aspects will be further 

discussed in chapter 6.2 together with relevant literature to give additional insights. 
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6 Conclusion 

6.1 Main summary 

 

The purpose of this thesis was to analyze the internationalization of family firms through 

the theoretical lens of dynamic capabilities. Based on this purpose we reviewed the 

current state of the literature concerning internationalization and family firms in general, 

different ways on how family firms internationalize and the concept of dynamic 

capabilities. The existing literature has discussed different concepts such as agency theory 

and stewardship theory in the context of family firm internationalization, but research on 

dynamic capabilities in this context is underdeveloped. We therefore developed a 

framework to create a structure for our empirical analysis. The structure follows the 

microfoundations of dynamic capabilities with its sensing, seizing and transforming 

capabilities.  

Our analysis suggests that there are several dynamic capabilities that can influence the 

internationalization of family firms. We identified two capabilities in the category of 

sensing, namely network capabilities and market scanning capabilities. They facilitate the 

internationalization process by finding new opportunities in foreign markets. Decision-

making capabilities and managerial capabilities, under the category of seizing, help the 

family firms to take the right decisions at the right time to exploit the newly found 

opportunities. Transforming capabilities promote the continuous reconfiguration of 

resources to improve processes and structures towards the new international environment. 

The identified capabilities for this category are entrepreneurial capabilities and 

learning/knowledge capabilities. 

These capabilities do not seem to be exclusive for family firms, but we were able to 

determine several instances where the unique characteristics of family firms have an 

impact on the development of these capabilities. Especially the long-term orientation, the 

employee commitment and the family culture seem to have a positive impact on the 

development of dynamic capabilities and therefore justify the significance of familiness 

in the internationalization process.  
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6.2 Theoretical contributions 

 

As we aimed at theory extension with our study, we contributed with our research to 

dynamic capabilities and family firm theory. The view on internationalization of family 

firms from a dynamic capabilities view has not been taken yet in research, justifying our 

research purpose. 

Since a constructionist view was taken, we developed a descriptive model that emerged 

out of our interpretation of the data. The model that we found, shows how the companies 

that we observed build up the dynamic capabilities of sensing, seizing and transforming. 

Further, the underlying microfoundations have been described. An especially important 

aspect, justifying our choice of family firms, is the influence of familiness on the 

development of the respective capabilities. For the purpose of our thesis, familiness has 

been defined as social and human capital in family firms. 

Our contribution to the existing body of literature, is therefore the combination of the 

factors into a conceptual model of dynamic capabilities in family firm internationalization 

and especially the influence of familiness. Nevertheless, we acknowledge that the factors 

that we found to be important have been described in the literature before. 

Even though, the concept of dynamic capabilities has been criticized in the literature for 

being too vague and very hard to observe (Kraatz & Zajac, 2001), we argue that especially 

with the use of the microfoundations developed by Teece (2007), it offers a good 

theoretical lens that is suitable to observe the topic of family firm internationalization. 

Through the distinction between sensing, seizing and transforming, we were able to 

identify how the firms in our sample scan their environments, seize opportunities and 

finally continuously reconfigure their resource base. 

 

6.2.1 Sensing 

 

Generally, research states that in sensing, activities such as scanning, learning and 

interpreting are important. Also R&D is seen as a crucial part of the dynamic capability 

(Teece, 2007). In our data we found processes that enable that kind of activities, next to 

all participants of our study stating the importance of research and development for their 

firm. 
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The combination of sensing and organizations that are not hierarchical, facilitates agility 

in organizations (Teece, 2014). That goes together with our empirical findings that state 

the organizational paths in the observed firms are often more informal. 

We argue that the creation of sensing capabilities are enforced through the decision to 

pursue internationalization. This is because internationalization poses a substantial 

change for family firms (Alessandri, et al., 2018) and thereby creates uncertainty. The 

development of dynamic capabilities can now help to reduce that uncertainty (Teece, 

2007). 

With regards to the microfoundations that have been observed, namely market scanning 

and network capabilities, we argue that the capabilities support each other and are to some 

extend interrelated. This is because in order to establish market scanning for international 

operations, the importance of the network was repeatedly mentioned in our empirical 

data. 

A connection between the activity of market scanning and aspects of familiness didn’t 

show in the data that we collected. This might be due to the fact that market scanning 

activities per se are not a risky endeavor and thus do not collide with concepts such as 

family firm inertia. Furthermore, as the companies found international operations crucial 

to the maintenance of their business, aspects of stewardship might facilitate the 

implementation of those processes. 

Teece (2007), furthermore mentions that sensing capabilities have to be integrated into 

the organization, because the reliance on individuals to conduct the sensing activities 

might be short-sighted. We found that in the organizations that we observed, the 

environmental scanning, was to some extent connected to certain individuals such as the 

CEO in FB1. Nevertheless, in all organizations, scanning processes were implemented 

with meetings that then guaranteed the distribution of the information throughout the 

company. 

Network capabilities on the other hand, are described by Teece (2007) as the use of the 

environmental context for analytical purposes. He further calls the surroundings of the 

company the business ecosystem. Scientific literature states that family firms are more 

rooted in local and regional networks (Avrichir, et al., 2016), thus making it difficult for 

them to gain access to international networks. In the case of the companies that we 

researched, they might have more extensive regional networks but they all acknowledged 
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the importance of the international network for the success of their international 

operations. The networks were leveraged for the search of suitable employees, access to 

customers as well as for sensing purposes to get information about the markets. Here it 

has to be mentioned that the firms differed with regards to their approach to those 

networks. FB2 and FB3 applied an approach of inorganic access by buying companies in 

foreign markets and using their networks and expertise, while FB1 and FB4 took more 

efforts to access the networks with the help of their managers and employees, thus 

facilitating an organic development of the network.  

Familiness and the development and use of networks can be directly linked through social 

capital theory (Pearson, et al., 2008) as families have an abundance of network ties that 

can be used towards the development of international networks. 

“There are customer relationships again and again, where it is said that it would be nice 

if customers and suppliers send someone to us and we can send delegations to them. Of 

course, we always have someone there. This is also partly the case at managing director 

level.” (FB1A) 

This statement shows the social capital aspect, were family firms, because of their 

network ties can establish long lasting relationships with their suppliers and customers 

and thereby enable easier access to networks. Furthermore, as mentioned in the analysis, 

also human capital played a crucial role in the development of networks, due to the 

expertise and the professional networks of the family managers. 

 

6.2.2 Seizing 

 

Seizing, as already defined, deals with taking advantage of opportunities. Naturally, the 

opportunities have to be defined before, so we found a strong connection between well-

developed sensing capabilities and an organizations ability to seize. The most important 

aspects with regards to microfoundations that we found were decision-making 

capabilities and managerial capabilities. With regards to the decision-making capabilities, 

the literature mentions the importance of risk taking in organizations (Chirico, 2008, 

Chirico, et al., 2012). This, especially in family firms can pose a big hurdle, due to aspects 

of agency theory and socio-emotional wealth, guiding family managers into a direction 

of preservation of the business to sustain wealth for the family (Gomez-Meija, et al., 
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2017). In our sample, agency theory aspects didn’t visibly influence the managers in their 

diversification decisions. All of them acknowledged on the one hand the challenges that 

internationalization brings with it but on the other hand the necessity to operate 

internationally as a means of sustaining the competitiveness of the business. Here, another 

view on the management of family firms, namely stewardship theory can be mentioned. 

In our sample, the managers seemed to strongly identify with the business and therefore 

put great emphasis on the long-term success of the firm. So, it can be stated that risk 

aversity was not prevalent in the firms that we observed, but sometimes constraining 

factors from a resource perspective can be mentioned. 

In global hypercompetition, the speed of implementation is seen as a crucial factor (Al 

Aali & Teece, 2014). Thus, it is especially important that decisions can be made quickly 

in order to react to previously sensed opportunities. As Habbershon and Williams (1999) 

mention, family firms have advantages as compared to non-family firms due their deeply 

ingrained decision-making processes. This informal decision-making process is part of 

the social capital theory (Habbershon & Williams, 1999) and therefore, creates the link 

between familiness and decision-making capabilities. This is also something that has been 

clearly shown in our thesis in that the firms in our sample display very fast decision-

making processes that are of formal as well as informal nature.  

“Elsewhere, I need all kinds of committees and resolutions again until something is done. 

And that's what makes it the biggest advantage for me personally, that we can decide very 

fast.” (FB1A) 

The specific attributes of the decision-making processes, although similarities have been 

observed, are unique to the respective firm. 

Connecting the decision-making capabilities to the next observed aspect, managerial 

capabilities are of crucial importance not only to seizing, but also to decision-making 

capabilities (Teece, 2007). Managers on the one hand can leverage their specialized 

knowledge (Chirico & Salvato, 2008) and on the other hand need to be open to change 

and emphasize risk taking (Teece, 2007). This goes together with our observations, as 

technological expertise as well as knowledge about internationalization was prevalent in 

all firms. Furthermore, literature mentions the danger of paternalism with regards to the 

development of dynamic capabilities especially in the long-term (Chirico et al., 2012). 

Nevertheless, Chirico et al. (2012) state that although a family member might display 
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paternalistic tendencies, they still can be an entrepreneurial person. This is something 

where we argue that paternalism has been observed in our firms, as the managers strongly 

identify with the business and a collectivistic culture is mentioned, but nevertheless, 

initiatives facilitating entrepreneurial behavior were seen in all the companies. 

Managerial capabilities are furthermore crucial to not only take decisions fast but also 

tailored to the opportunity (Helfat et al., 2007). We argue that the specialized knowledge 

of the managers combined with international experience in the companies helps our 

companies to seize the right opportunities.  

The managerial capabilities can be seen as a direct result of the human capital embedded 

in family firms as Sirmon and Hitt (2003) define human capital as the experience and 

knowledge present in human beings. The connection to the managerial capabilities is 

quite obvious. Nevertheless, we argue that the fact that our observed companies are family 

firms, facilitates the human capital, because the managers work towards a common goal 

in a company, with which they identify. 

 

6.2.3 Transforming 

 

Finally, following the structure of our analysis, transforming will be discussed. For that, 

we have to state again, that we see transforming mainly as resource reconfiguration within 

the company. This is backed up by the view of Teece (2007) who states that the “key to 

sustained profitable growth is the ability to recombine and to reconfigure assets and 

organizational structures as the enterprise grows, and as markets and technologies 

change” (Teece, 2007, p.1335). Following this definition, all of the companies in our 

sample displayed that ability. Further, the two main microfoundations identified here 

were entrepreneurial and learning and knowledge capabilities. 

Entrepreneurial capabilities are especially prominent in the theory on family firms and 

dynamic capabilities. According to Chirico (2008), family firms need to develop an 

entrepreneurial attitude towards change and Chirico and Nordqvist (2010) argue that an 

entrepreneurial culture is critical to staying competitive and that dynamic capabilities are 

rooted in the culture of family firms. In our family firms, culture was mentioned as a very 

important aspect, but not as one that was actively changed with the rise of international 

operations. Arguably, since all firms displayed initiatives supporting entrepreneurial 
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behavior, the culture of those firms showed an entrepreneurial orientation and, thus, 

didn’t need adaptation. An open organizational culture further weakens family firm 

inertia (Helfat, et al., 2007) and facilitates openness to change. Most importantly, in our 

sample, all of the owning families showed a good approach towards risk taking and 

change, making the constant reconfiguration of resources possible. With regards to 

familiness, human as well as social capital can be mentioned here. The human capital is 

again connected to the managers and the owning families that facilitate entrepreneurship 

in their companies, because it is necessary to stay competitive. On the other hand, social 

capital, such as the common goals, help to develop openness to change, as managers as 

well as employees are open to transform the organization to reach their goals. 

Looking at the last microfoundation, learning and knowledge capabilities, the literature 

states that knowledge is an important source of competitive advantage (Chirico, 2008). 

In family firms, knowledge about the business and its surroundings is especially deeply 

embedded into the organization, as future generations of owners and managers grow up 

with the firm (Chirico, 2008). This is similar to the findings in our organizations, where 

the role of the managers from previous generations was mentioned to be very important 

for the knowledge resources in the company. Furthermore, the low fluctuation was seen 

as critical, because by that the knowledge stays within the organization and continuous 

learning is facilitated. Through the internationalization in the firms, the prevalent 

knowledge has to be reconfigured, which happened through the purchase of expertise or 

knowledge abroad, but also was facilitated through the deployment of managers with 

international experience. 

For the learning capabilities, the work of Zollo and Winter (2002) can be mentioned, that 

describe learning processes in three steps, namely experience accumulation, knowledge 

articulation and knowledge codification. This view is backed up by our empirical 

findings, as the firms have learning routines, where knowledge is collected, discussed and 

then integrated into the organization. Thereby the knowledge resource base of the 

companies is constantly reconfigured and can thus, be adapted to changes very quickly. 

Knowledge sharing and consequently learning from acquired knowledge is also an 

integral part of social capital theory as the strong identification with the family business 

enables an effective flow of knowledge throughout the company (Pearson, et al., 2008). 
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6.3 Managerial implications 

 

Not only theoretical contributions can be drawn from this research, there are also concrete 

managerial implications that deserve to be mentioned. In this section we will try to give 

an answer on how managers of family firms can use this study in their own international 

expansion.  

From our viewpoint, the most significant managerial implication is the integration of the 

six identified microfoundations into a company’s strategy. Most family firms will most 

certainly not have all of the capabilities implemented in their business prior to an 

internationalization process. Managers should look at all the individual capabilities, make 

an assessment on which capabilities might be underdeveloped and create a strategy in 

which the development of these capabilities is of great significance. Dynamic capabilities 

cannot be developed in the short term, therefore integrating them in the strategy seems 

most appropriate. Managers should create specific measures on how the capabilities can 

be developed. An example would be to hire personnel with an existing network to enhance 

the sensing capabilities.  

Another implication that we have drawn from our analysis is the importance of family 

firm characteristics in the internationalization process. Family firms should embrace the 

family culture and use it to their advantage. Using the employee commitment in family 

firms as a means to build network and learning/knowledge capabilities can give them an 

advantage. But especially making use of the family culture to actively influence the 

organizational culture and with it internal processes and structures can become a vital 

element in the development of transforming capabilities. The uniqueness of family firms 

should not be seen as a liability, but as an asset for the development of dynamic 

capabilities.  

Lastly, as the international expansion of a family business demands change processes and 

risk-taking, managers of family firms are advised to be open to change and develop a 

culture of entrepreneurship. Family businesses are often perceived as risk-averse with 

limited willingness towards any kind of change. In order to fully take advantage of 

internationalization, managers need to embrace change. Without change and risk-taking 

it seems unlikely to build the necessary dynamic capabilities that facilitate the 

internationalization process.  
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6.4 Limitations and future research 

 

Even though we are satisfied with the result of our study in combination with our research 

problem, we have to acknowledge some limitations just as every scientific study bears 

limitations (Ioannidis, 2007). Building on these limitations we have identified several 

aspects that deserve extended academic attention. 

First and foremost, it is to mention that family firms are characterized by heterogeneity 

(Miller, et al., 2007, Brundin, et al., 2014) and therefore, a generalizability can hardly be 

achieved. We selected our cases on a purposive two-way basis, they had to still be in 

family ownership and they needed to have at least one subsidiary in a foreign country. 

Nevertheless, there are plenty of other criteria that can be applied and alternate the results. 

We therefore advise to extend future research towards criteria such as involvement of 

family members, board size, governance structures and succession.  

Secondly, in our case study design we opted for a more flexible approach of four case 

studies that on the one hand enabled us to get in-depth knowledge of the respective cases, 

but also gave us room to compare the cases and draw similarities. This approach can be 

criticized as it does not focus on one specific case study design. We therefore call for 

further research with different case methods. On the one hand a more positivistic 

approach with a multitude of cases in a cross-case analysis to enable replication logic as 

described by Yin (2013). On the other hand, a longitudinal case study with a 

constructionist approach, as described by Stake (2006), with only one case study where 

an in-depth within-case analysis becomes applicable. 

Third, because the interview partners have been selected by the companies due to the 

criteria that we communicated to the companies a further limitation arises. As we did not 

have full control over the sampling there, this could represent a bias from the side of the 

firms. 

Fourth, as we have selected only cases from German speaking countries, namely from 

Austria and Germany, there can be culture specific influences. This limitation goes in line 

with the argument, that the results of the study are not generalizable. Extended research 

with family firms from different nations and cultures seem appropriate to investigate 

similarities and differences concerning the culture. Furthermore, due to the fact that all 
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interviewees were German speaking, the translation of our empirical data is arguably also 

a limiting factor. 

A further limitation of our study is the timeframe in which we conducted our research. 

Time constraints showed to create certain difficulties in gathering and analyzing the data. 

This showed for example in the fact that we were not able to conduct follow up interviews 

with our respondents. Thus, in future studies, it would be of great interest to e.g. see the 

dynamic capabilities in family firms develop over a longer timeframe. 

Finally, we suggest that after a longitudinal case study is conducted to observe family 

firm internationalization from a dynamic capabilities view, a quantitative study could be 

applied to test the concept from a quantitative standpoint. 
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Appendix 

 

Appendix 1: Example of coding 

 

Phrases from the Interviews Sub-codes Codes Category 
FB1A: You've got to get there a lot sooner 
than the others. And it takes a lot of 
courage and still a willingness to take 
risks. It's always about big investments and 
then really wanting to and what's even 
more important: creating 100 percent 
solutions and that's also one of our 
strengths.  
FB2A:When we invest, we invest the 
family's money, the family owns the 
company, so we invest the money and they 
have to be willing to take the risk. And the 
Biesterfeld family is that because they say 
we have to invest otherwise we can't be 
successful  
  

Risk-taking Decision-
making 

Seizing 

FB1A: First of all, with the suppliers and 
manufacturers in this sector collaboration 
very intensive. But there is also a second 
toolmaker in Germany, for example. The A 
and B families are even friends. They also 
have constant exchange about the market 
and products. 
FB2A: These are the options. We have 
now bought something in Scandinavian 
countries and that's how we buy the 
market. Or we can add a joint venture 
partner. We have very many, we have 
brought in a joint venture partner in 
Turkey, Italy and Brazil, for example, 
because he had infrastructures and also had 
suppliers. For us it costs a little less capital 
and he also benefits from it. These are the 
market entry opportunities that we often 
use. We also have the option of buying in a 
joint venture partner or an additional 
company, because we don't just want to 
export. We also want to get away from 
setting up our own subsidiaries. We want 
to buy existing infrastructures. Through the 

Building a 
Network and 
Expertise 

Network Sensing 
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joint venture and the purchase, we buy and 
so to speak an existing network and the 
expertise  
FB3B: We don't go into markets we don't 
know, we always build up the sales until 
we have enough customers and use our 
network to get to know the market 
FB4A: Network. Without a working 
network you can't do this at all. And that's 
why we hired one who has an amazing 
network. But also and I'm building my 
own network in parallel 
  
FB1A: Of course, we also had to learn a 
lot. In Hungary and Canada we are still 
learning things, changing things, changing 
things. We also send Austrian employees 
there again and again to raise quality 
standards in order to build up knowledge. 
It is certainly a great challenge to 
accompany the other locations with 
knowledge and perseverance again and 
again. 
FB2A: We have often noticed that, for 
example our Turks who are a joint venture 
partner. They have a super reporting 
system that we didn't even know. And of 
course we're trying to take them over now 
because they're simply better than our 
existing systems. So you can use the 
systems and processes for other countries 
and pass on the knowledge. And that's 
what we're trying to do with this whole 
project, because we often don't even know 
how people work and we try to harmonize 
that and then bring the whole group back 
as standard.  
FB3B: When we see a market as 
promising, we start building up knowledge 
and also recruiting managers in those 
countries. They can also work at other 
sites, but it is to get the organization closer 
to the respective market. 
FB4B: And we are continuously working 
on it so that we become better and better 
and learn more about it. In our area you 
never stop learning and you can always 

Knowledge 
Management 

Learning/ 
Knowledge 

Transforming 
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improve to become bigger, better and 
stronger 
  
  
FB1A: Firstly, as a family business, we 
have the necessary continuity to support 
these decisions in the long term. To make 
these decisions in such a way that you no 
longer have to justify yourself to anyone. 
In a corporate group I have some 
shareholders who say that too much money 
is spent, perhaps shortly before the 
breakthrough. And that is actually the 
greatest advantage of family businesses in 
other decisions too, but especially in these 
strategic things, that you can also do that. 
And that is also what distinguishes us and 
is actually also what has made the 
company great, to make courageous 
decisions quickly. This is certainly also the 
case in internationalization. 
FB3A: We build a common assessment of 
the trends and the status quo and look at 
what has changed in our environment. We 
have the advantage, that due to the 
closeness of the family to the business, we 
can react extremely fast to changes and 
thereby harnessing possibilities. 
FB4A: Of course we have set up a 10 year 
concept together with a consulting 
company. And the ten-year plan also 
included our internationalization, which is 
why it was also planned and we then put it 
into concrete terms accordingly. And then 
I selected the proposals and then the family 
had to agree anyway. In principle, this is 
worked through in advance and then you 
discuss it and then it was relatively quick. 
The strength of a company like ours, as a 
family business id that you can make 
decisions extremely quickly. In large 
companies, which are primarily capital-led, 
this would never be possible. Here you can 
decide for yourself what to do.  
  

Fast reaction 
time 

Decision Seizing 

FB1A: actually change happens every day. 
Often there are little things that you don't 
even notice and often there are big things, 

Openness to 
Change 

Entrepreneu-
rial 

Transforming 
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for example when it is said that something 
specific is no longer done here in 
Nussbach but only at our subsidiary in 
Hungary, then that is something really big.  
FB2B: In the last years we had a process 
of decentralization. This is an active 
process which is wanted by the managing 
director and the board of directors. It is not 
necessary anymore to be located in the 
headquarters to steer the business. We 
need the right people in the right locations. 
FB4A: Of course you always have to 
check everything. You also have to make 
big changes in your business model every 
now and then to remain competitive. 
Otherwise you will not be able survive. 
  

  



 

 

 

 

83 

Appendix 2: Example of secondary data 
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Appendix 3: Consent Form 

 


