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Summary (English)

Family-owned small and medium-sized enterprises (SMEs) are driving forces in many
economies worldwide (International Family Enterprise Research Academy, 2003; Memili et al.,
2015; Miller and Le Breton-Miller, 2007; Motwani et al., 2006), and in Germany, they enjoy an
excellent reputation regarding long-term management orientation (Berghoff, 2006; Pahnke and
Welter, 2019; Venohr et al., 2015). For example, recent studies show that German family-owned
SMEs coped better than larger companies during the recession triggered by the global financial
crisis in 2008 (Berlemann et al., 2021) and that they also showed a high degree of adaptive ca-
pacity to the negative consequences of exogenous shocks (e.g., economic standstill) during the
current Covid-19 pandemic (Soluk et al., 2021a). The reason for this resides in the family’s desire
to preserve their business for future generations, and the company often being the main income

stream for many of the owning families (Castejon and Lopez, 2016; Chua et al., 1999).

However, the public focus is increasingly shifting towards traditional family-owned
SMEs’ perceived backwardness compared to technology start-ups, which achieve higher growth
rates (Audretsch, 2021; Lehmann et al., 2019), raising the question of how established SMEs can
face the challenge of adapting their business to the new environment (European Commission,
2019). This dissertation delves into the sources of family-owned SMEs’ success and longevity

and examines management tools firms can use to ensure their survival in a globalized economy.

The family firm research ‘essence approach’ forms the theoretical basis for examining
the management of family-owned SMEs. The essence approach assumes that a family firm is
characterized less by the mere presence of an owning family but rather by a specific behavior
(e.g., transgenerational orientation) (Chua et al., 1999; Dawson and Mussolino, 2014; Steiger et
al., 2015). The consequential evolution of this essence approach has led to new theoretical con-
cepts such as familiness (FAM) and socioemotional wealth (SEW) becoming very popular among

researchers and can now be understood as family firm-specific management drivers.

FAM describes “the unique bundle of resources a particular firm has because of the
systems interaction between the family, its individual members, and the business” (Habbershon
and Williams, 1999, pp. 11) and can be understood as the economic perspective that family influ-
ence involves. SEW indicates “nonfinancial aspects of the firm that meet the family’s affective
needs, such as identity, the ability to exercise family influence, and the perpetuation of the family
dynasty” (Gémez-Mejia et al., 2007, p. 106) and can be understood as the emotional component

of family influence in a firm.

In terms of management tools, the main focus of this dissertation lies in the concept of
corporate social responsibility (CSR) and the extent to which family-owned SMEs can use it as
a strategic tool to generate positive outcomes. CSR is a company’s voluntary contribution to sus-

tainable development beyond legal requirements (Carroll, 1999; Dahlsrud, 2008; Van Marrewijk,



2003) and is associated with many corporate benefits (Aguinis and Glavas, 2012). Companies
with higher CSR levels have fewer recruitment problems (Martinez-Conesa et al., 2017; Wagner,
2010), better employee retention (Sen and Cowley, 2013; Voegtlin and Greenwood, 2016). Fur-
thermore, CSR has improved access to financial resources (Cheng et al., 2014), leading firms to
a comparatively higher capacity for positive firm outcomes (Aguinis and Glavas, 2012; Kervyn
et al., 2012). Antheaume et al. (2013) advocate that family-owned firms conduct sustainable de-

velopment policies more often, contributing to high longevity.

This dissertation uses different theoretical frameworks to uncover the particularities of
family-owned SMEs. The major theory is the Sustainable Family Business Theory (SFBT), which
describes family businesses as social systems consisting of the overlapping subsystems of family
and firm, and allows for the docking of other theories (i.e., systems theory, resource-based view,
and boundary-spanning theory) as a theoretical umbrella framework (Danes et al., 2008; Stafford
etal., 1999). This linkage of different theories and approaches allows for a comprehensive picture
of the relationship between family and firm-specific antecedents, corporate social responsibility

activities, and firm outcomes.

In the context of SMEs, where little public information is available, the survey approach
is often the only way to obtain sizeable data sets. While one of the four studies in this dissertation
is a systematic literature review and uses already published studies as a data basis, the other three
use quantitative empirical methods to test their hypotheses. The basis for these three studies is
provided by two surveys of German, privately-owned companies conducted between November
2017 and February 2018 and between January and March 2019. These two data sets were exam-

ined by multivariate statistical methods to test the hypotheses.

The lessons that can be drawn from this are threefold. First, a crucial insight is that
family businesses should be viewed from a systems theory perspective to utilize the essence ap-
proach, given the intersection of the family and business subsystem. Specific family business
behavior emerges from the interaction between both subsystems. Second, the dissertation shows
that resources from owner families are strategic assets SMEs can use to achieve their business
goals and, subsequently, longevity. However, it also indicates that family resources must be ac-
tively managed to achieve a positive impact. Third, it shows that CSR should not be understood
as a philanthropic tool used solely for altruistic motives but as a strategic tool to achieve long-
term success. In particular, since SMEs depend on cooperation with other companies due to re-
source scarcity, CSR can help build relationships with current or potential cooperation partners

and stakeholders.

Establishing effective boundary management in family-owned SMEs is a prerequisite
to utilizing the potential of those firms. Internal boundaries lie between the family and the busi-
ness and can be a barrier to resource exchange. External boundaries are those boundaries with

other companies, which can be kept flexible through CSR. The four studies summarized in this
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dissertation help develop this understanding and motivate managers of family-owned SMEs to
develop essential boundary management tools. Based on the theoretical implications, family-
owned SME managers can learn the importance of actively managing their business’s internal

and external boundaries.

In sum, this dissertation helps researchers and practitioners understand the peculiarities
of managing family-owned SMEs, showing the advantages and disadvantages they face compared
to non-family-owned SMEs and larger corporations and the benefits of using CSR and family

influence as strategic assets for their long-term success.
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Summary (German)

Kleine und mittlere Unternechmen (KMU) in Familienbesitz sind in vielen
Volkswirtschaften weltweit die treibenden Kréfte (International Family Enterprise Research
Academy, 2003; Memili et al., 2015; Miller und Le Breton-Miller, 2007; Motwani et al., 2006)
und insbesondere in Deutschland genieflen sie einen ausgezeichneten Ruf in Bezug auf langfristig
orientierte Managementpraktiken (Berghoff, 2006; Pahnke und Welter, 2019; Venohr et al.,
2015). So zeigen aktuelle Studien, dass deutsche KMU in Familienbesitz die durch die globale
Finanzkrise 2008 ausgeloste Rezession besser bewdltigt haben als grofere Unternehmen
(Berlemann et al., 2021) und auch wéhrend der aktuellen Covid-19-Pandemie ein hohes Maf3 an
Anpassungsfahigkeit an die negativen Folgen exogener Schocks (z.B. wirtschaftlicher Stillstand)
zeigten (Soluk et al., 2021a). Der Grund hierfiir liegt in dem Wunsch der Familie ihr Unternehmen
fiir kiinftige Generationen zu erhalten, und darin, dass das Unternechmen hiufig die
Haupteinkommensquelle fiir viele der Eigentiimerfamilien darstellt (Castejon und Lopez, 2016;

Chua et al., 1999).

Der 6ffentliche Fokus verlagert sich jedoch zunehmend darauf, dass traditionelle KMU
in Familienbesitz im Vergleich zu Technologie-Start-ups, die hohere Wachstumsraten erzielen,
als rlickstindig wahrgenommen werden (Audretsch, 2021; Lehmann et al., 2019), was die Frage
aufwirft, wie etablierte KMU die Herausforderung der Anpassung ihres Unternehmens an das
neue Umfeld bewiltigen kdnnen (European Commission, 2019). Diese Dissertation befasst sich
mit den Ursachen fiir den langfristigen Erfolg von KMU in Familienbesitz und untersucht, welche
Managementinstrumente Unternehmen nutzen kénnen, um ihr Uberleben in einer globalisierten

Wirtschaft zu sichern.

Der ,essence approach’ der Familienunternehmensforschung bildet die theoretische
Grundlage fiir die Untersuchung des Managements von KMU in Familienbesitz. Der essence
approach geht davon aus, dass ein Familienunternehmen weniger durch das bloe Vorhandensein
einer Eigentiimerfamilie als vielmehr durch ein bestimmtes Verhalten (z.B. transgenerationale
Orientierung) gekennzeichnet ist (Chua et al., 1999; Dawson und Mussolino, 2014; Steiger et al.,
2015). Die konsequente Weiterentwicklung des essence approach hat dazu gefiihrt, dass neue
theoretische Konzepte wie familiness (FAM) und socioemotional wealth (SEW) in der Forschung
populdr geworden sind und mittlerweile als  familienunternehmensspezifische

Managementfaktoren verstanden werden koénnen.

FAM beschreibt “the unique bundle of resources a particular firm has because of the
systems interaction between the family, its individual members, and the business” (Habbershon
und Williams, 1999, S. 11) und kann als die wirtschaftliche Dimension von Familieneinfluss
verstanden werden. SEW bezeichnet “nonfinancial aspects of the firm that meet the family’s af-

fective needs, such as identity, the ability to exercise family influence, and the perpetuation of the
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family dynasty” (Gomez-Mejia et al., 2007, S. 106) und kann als die emotionale Komponente des

Familieneinflusses in einem Unternehmen begriffen werden.

Was die Managementinstrumente betrifft, so liegt der Schwerpunkt dieser Dissertation
auf dem Konzept von corporate social responsibility (CSR) und der Frage, inwieweit KMU in
Familienbesitz es als strategisches Instrument zur Erzielung positiver Unternehmensergebnisse
nutzen konnen. CSR ist der freiwillige Beitrag eines Unternehmens zu einer nachhaltigen
Entwicklung, der iiber die gesetzlichen Anforderungen hinausgeht (Carroll, 1999; Dahlsrud,
2008; Van Marrewijk, 2003), und wird mit vielen unternehmerischen Nutzen in Verbindung
gebracht (Aguinis und Glavas, 2012). Unternechmen mit einem héheren CSR-Niveau haben
weniger Probleme bei der Personalbeschaffung (Martinez-Conesa et al., 2017; Wagner, 2010)
und eine bessere Mitarbeiterbindung (Sen und Cowley, 2013; Voegtlin und Greenwood, 2016).
Dariiber hinaus verbessert CSR den Zugang zu finanziellen Ressourcen (Cheng et al., 2014), was
die Wahrscheinlichkeit positiver Geschiftsergebnisse erhoht (Aguinis und Glavas, 2012; Kervyn
et al., 2012). Antheaume et al. (2013) vertreten die Auffassung, dass Familienunternehmen

hiufiger nachhaltige Managementpraktiken betreiben, was ihnen zu langfristigen Erfolg verhilft.

Um die Besonderheiten von KMU in Familienbesitz aufzuzeigen, werden in dieser
Dissertation unterschiedliche theoretische Konzepte verwendet. Die wichtigste Theorie ist die
Sustainable Family Business Theory (SFBT), die Familienunternehmen als soziale Systeme
beschreibt, die aus den sich iiberschneidenden Subsystemen von Familie und Unternehmen
bestehen, und als theoretischer Uberbau die Verkniipfung mit anderen Theorien (z.B. der
Systemtheorie, der ressourcenbasierten Sichtweise und der Boundary-Spanning-Theorie)
ermOglicht (Danes et al., 2008; Stafford et al., 1999). Die Verkniipfung verschiedener Theorien
und Ansdtze ermoglicht es ein umfassendes Bild der Beziehung zwischen familien- und
unternehmensspezifischen Einflussfaktoren, CSR-Aktivititen und Unternehmensergebnissen zu

zeichnen.

Da iiber KMU nur wenige Offentliche Informationen verfligbar sind, ist haufig die
Befragung die einzige Mdglichkeit umfassende Daten iiber diese zu erhalten. Wéhrend es sich bei
einer der vier Studien in dieser Dissertation um eine systematische Literaturauswertung handelt,
die bereits veroffentlichte Studien als Datengrundlage nutzt, verwenden die anderen drei Studien
quantitativ empirische Methoden zur Uberpriifung ihrer Hypothesen. Die Grundlage fiir diese drei
Studien bilden zwei Befragungen deutscher Unternehmen in privater Hand, die zwischen
November 2017 und Februar 2018 sowie zwischen Januar und Mérz 2019 durchgefiihrt wurden.
Zur Uberpriifung der Hypothesen wurden diese beiden Datensiitze mit multivariaten statistischen

Methoden untersucht.

Aus den Ergebnissen lassen sich drei wesentliche Folgerungen ziehen. Zuerst ist eine
entscheidende Erkenntnis, dass die Eigenheiten von Familienunternehmen aus der

Uberschneidung der Subsysteme Familie und Unternehmen entstehen und sie vor dem
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Hintergund des essence approach daher aus einer systemtheoretischen Perspektive betrachtet
werden sollten. Zweitens zeigt die Dissertation, dass die Ressourcen der Eigentiimerfamilien
strategische Aktivposten sind, die KMU nutzen kénnen, um ihre Unternehmensziele zu erreichen
und in der Folge ihre langfristige Existenz zu sichern. Sie zeigt jedoch auch, dass sie aktiv
gemanagt werden miissen, um ihre positive Wirkung entfalten zu kdnnen. Drittens zeigt sie, dass
CSR nicht als philanthropisches Instrument verstanden werden sollte, das ausschlielich aus
altruistischen Motiven heraus eingesetzt wird, sondern als strategisches Instrument zur
Erreichung langfristiger Ziele. Da KMU aufgrund der Ressourcenknappheit auf die
Zusammenarbeit mit anderen Unternehmen angewiesen sind, kann CSR insbesondere dazu
beitragen Beziehungen zu aktuellen oder potenziellen Kooperationspartnern und Stakeholdern

aufzubauen.

Die Einrichtung eines effektiven Boundary-Managements in KMU in Familienbesitz ist
daher eine Voraussetzung fiir die Entfaltung des Potenzials dieser Unternehmen. Interne Grenzen
liegen zwischen der Familie und dem Unternehmen und kénnen ein Hindernis fiir den Austausch
von Ressourcen darstellen. Externe Grenzen sind solche zu anderen Unternehmen und kénnen
durch CSR flexibel gehalten werden. Die vier in dieser Dissertation zusammengefassten Studien
tragen zur Forderung dieses Verstindnisses bei und sollen Manager von KMU in Familienbesitz
motivieren neue Instrumente fiir das Boundary-Management zu entwickeln. Auf der Grundlage
der theoretischen Implikationen konnen Manager von KMU in Familienbesitz daher lernen, wie

wichtig ein aktives Management der internen und externen Grenzen ihres Unternehmens ist.

Zusammenfassend ldsst sich sagen, dass diese Dissertation Wissenschaftlern und
Praktikern dabei hilft, die Besonderheiten des Managements von KMU in Familienbesitz zu
verstehen. Sie zeigt die Chancen und Risiken auf, mit denen KMU in Familienbesitz konfrontiert
sind, sowie die Vorteile der Nutzung von CSR und des Einflusses der Familie als strategische

Ressource fiir langfristigen Erfolg.
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1 Introduction

1 Introduction

1.1 Research motivation

A family firm is a social system consisting of two interacting subsystems, family and
firm (Danes et al., 2008; Frank et al., 2017; Stafford et al., 1999). The owning family increasingly
embeds its interests within the firm’s management as the overlap of both subsystems increases
(Astrachan et al., 2020; Chadwick and Dawson, 2018; Chua et al., 1999; Kuttner et al., 2021;
Meier and Schier, 2021; Shanker and Astrachan, 1996; Sharma, 2004). Most family firms are
usually small and medium-sized enterprises (SMEs), meaning they have less than 500 employees
(International Family Enterprise Research Academy, 2003; Memili et al., 2015; Motwani et al.,
20006). Historically, those firms have been highly valued for their business mentality, focusing on
high-quality products, long-term embeddedness in local communities, and sustainable, consen-
sus-oriented relationships with their principal stakeholders (De Massis et al., 2018; Venohr et al.,
2015). In Germany, family-owned SMEs have traditionally reinforced the economy. Their im-
portance was particularly evident after World War 11, where they played a significant role in re-
building the country’s economy and contributing to what was commonly considered the ‘German

economic miracle’ or Wirtschaftswunder (Audretsch and Elston, 1997; Berghoff, 2006).

Although family-owned SMEs continue to represent the backbone of the German econ-
omy (Berghoff, 2006; Berlemann et al., 2021; Soluk et al., 2021a), the public focus is increasingly
shifting towards traditional family-owned SMEs’ perceived backwardness compared to technol-
ogy start-ups, which achieve higher growth rates (Audretsch, 2021; Lehmann et al., 2019). Con-
sequently, policy-makers today often ask when Germany will foster start-ups such as Amazon,
Facebook, or Google, which achieved billion-dollar valuations at an accelerated pace (Acs et al.,
2017; Pahnke and Welter, 2019). The latter emerged in the Silicon Valley entrepreneurship eco-
system driven by venture capital investment and knowledge spillovers from universities to the
commercial sector (Audretsch, 2021). The Silicon Valley entrepreneurship model is often sug-
gested as a best-practice model that Germany should adopt and emulate in developing its tech-

nology start-ups (Pahnke and Welter, 2019).

Audretsch (2021) recommends that research refocus, recognize, and emphasize a
broader understanding of entrepreneurship and its importance in maintaining a solid and stable
economy. While fostering start-ups is necessary, sustainable growth of an economy is achieved
through a heterogeneous diverse corporate landscape (Knott, 2003). Family-owned SMEs is one
of the best examples of sustainable everyday entrepreneurship (Audretsch, 2021; Lehmann et al.,
2019; Pahnke and Welter, 2019), and recent research has shown that this form of entrepreneurship
is still relevant today (Berlemann et al., 2021; Knott, 2003; Memili et al., 2015; Soluk et al.,
2021a). Berlemann et al. (2021) show that family-owned SMEs performed well during the reces-

sion triggered by the 2008 global financial crisis. Likewise, in the current Covid-19 pandemic,
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Soluk et al. (2021a) show that German family firms, needing to preserve the firm for future gen-
erations, developed a high adaptive capacity to the negative consequences of exogenous shocks
(e.g., economic lockdown). Although such firms must keep pace with current technological ad-
vances, one cannot ignore the stabilizing impact family-owned SMEs have on the German econ-

omy.

This dissertation delves into the sources of family-owned SMEs’ success and longevity
and examines the tools firms can use to ensure their survival in a globalized economy. Since the
main difference between a family-owned and a non-family-owned company is that one or more
families influence the company (Chua et al., 1999), this dissertation’s fundamental assumption is
that a critical contributor to success lies in the resources the owning family provides its firm (Bar-
ros et al., 2017; Basly and Saunier, 2020; Frank et al., 2017; Habbershon and Williams 1999;
Weismeier-Sammer et al., 2013). The more substantial the overlap of family and firm, the greater
the influence of the owning family on the firm’s management. Although family influence may
involve adverse effects—e.g., nepotism (Firfiray et al., 2018)—Ilong-term success plays an essen-
tial role in family-owned SMEs, as the business is the primary source of income for the family
(Castejon and Lopez, 2016). Therefore, as the influence of the owning family increases, sustain-
ability and longevity are likely key factors in a family firm’s management process (Le Breton-
Miller and Miller, 2006). The family’s economic and socio-emotional needs are examined as
management activity drivers and long-term performance indicators when examining family influ-

ence as a strategic asset for family-owned SMEs.

This thesis aims to explore, identify and diagnose the reasons for family-owned SMEs’
success and survival, and the findings aim at enabling family-owned SME managers to develop

strategies to ensure the longevity and long-term success of the firm.

1.2 Theoretical considerations

Different theoretical frameworks have inspired the research summarized in this disser-
tation. An essential underlying premise of this thesis is that privately-owned family firms differ
substantially in their behavior from publicly-listed, non-family-owned firms (Block and Wagner,
2014b; Miller and Le Breton-Miller, 2007). Initially, family firm research primarily relied on
family ownership and management (or a combination of both) to identify family firms and explain
their differing behavior compared to non-family firms. Nevertheless, since family involvement
only describes the owning family’s potential ability to exert influence on its business, but not the
extent to which they do so (Zellweger et al., 2010), applying this approach leads to ambiguous
results (Chua et al., 1999, 2012). Consequently, family firm research has developed the idea that

family firms should be defined by their ‘essence’ instead, which is mainly determined by the
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vision of the owning family and the transgenerational intentions that influence the behavior of

such firms (Dawson and Mussolino, 2014).

The ‘essence approach’ determines the extent to which a company operates as a family
firm by the overlap between the family and firm subsystems. In family-owned SMEs, where the
predominant orientation is to keep family and firm separate, there is little to no overlap between
these two subsystems. Conversely, in family-owned SMEs, where the owning family has a strong
influence on the firm’s management, there is usually a more significant overlap. The development
of the essence approach has led to the emergence of new theoretical concepts such as familiness
(FAM) and socioemotional wealth (SEW), which help to improve understanding of the specifics
of the family firm (Barros et al., 2017; Basly and Saunier, 2020; Dawson and Mussonlino, 2014;
Frank et al., 2017). The more significant the overlap between the two subsystems, the greater the
potential for the development of FAM and SEW, which describe economic (i.e., FAM) and af-

fective (i.e., SEW) perspectives of family influence.

Family resources (e.g., owning families’ financial, human, or social capital) are pro-
vided to the firm due to the overlap of the family and the firm subsystem (Danes et al., 2008;
Stafford et al., 1999). Following a resource-based view, Habbershon and Williams (1999) pro-
posed the concept of FAM, which describes “the unique bundle of resources a particular firm has
because of the systems interaction between the family, its members, and the business” (Hab-
bershon and Williams, 1999, pp. 11). Following a systems theoretical perspective, the more sig-
nificant the overlap between the subsystems family and firm, the greater the exchange between
them (Frank et al., 2017)—including their financial, human, and social capital family resources
(Weismeier-Sammer et al., 2013). The greater the exchange, the more likely the firm is to build
FAM, which, according to Habbershon and Williams (1999), leads to the unique behavior of a
family firm, as critical business resources become more accessible to the firm through the family.
The theoretical assumption is that family firms have a competitive advantage over other firms due
to their unique resource base (i.e., FAM), providing long-term performance enhancement (Hab-

bershon et al., 2003; Weismeier-Sammer et al., 2013).

Goémez-Mejia et al. (2007) realized that owning families benefit financially and affec-
tively from running a firm and developed the concept of SEW. SEW is understood as “nonfinan-
cial aspects of the firm that meet the family’s affective needs, such as identity, the ability to ex-
ercise family influence, and the perpetuation of the family dynasty” (Gémez-Mejia et al., 2007,
p- 106) and implies that owning families will neglect business activities if they jeopardize the
fulfillment of their affective needs (Gémez-Mejia et al., 2011). Therefore, it is theorized that to
preserve SEW, owning families often neglect financially advantageous projects (Gomez-Mejia et
al., 2007). The opportunities these projects afford are either misunderstood due to poorly qualified
family managers with insufficient technological know-how or bypassed through the fear that non-

family managers could gain too much influence within the firm by managing such projects

3
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(Ahrens et al., 2019; Basco and Calabro, 2017; Calabro et al., 2018; Kidewell et al., 2012; Martin
and Gomez-Mejia, 2016). Accordingly, SEW explains why family firms perform worse than non-
family firms (Gémez-Mejia et al., 2011). Although SEW is a newer concept than FAM, it is sig-

nificantly more popular in the family firm research community (Dawson and Mussolino, 2014).

Stafford et al.’s (1999) Sustainable Family Business Theory (SFBT), explains the ef-
fects of both concepts on family firm management; drawing from systems theory and a resource-
based view, it assumes that the specific behavior of a family firm system results from the interac-
tion of its subsystems (i.e., family and firm), and the associated resource transactions between

them (see Figure 1.1).

Figure 1.1 Sustainable Family Business Model

FAMILY SUBSYSTEM
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resources and > > Lo
) and change subjective success
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4 4 4
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FIRM SUBSYSTEM

Source: adapted from Stafford et al. (1999)

While the family and firm pursue their specific goals separately, both can benefit from
the resources of the other through the symbiosis of the two subsystems. Access to the family’s
resources can enable the family business to respond to disruptions induced internally (e.g., by
employees) and externally (e.g., by customers or society). In addition to the family resources
provided through interaction with the family subsystem (i.e., FAM) creating a potential competi-
tive advantage (Habbershon et al., 2003; Weismeier-Sammer et al., 2013), the influence of the

owner family’s affective needs (i.e., SEW) on the firm’s management can also increase, often

4
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reducing the performance (Gémez-Mejia et al., 2011). The systems theory perspective of SFBT
shows that through the symbiosis of family and firm, there can be positive as well as negative
effects on the firm, and therefore, it is necessary to understand how family influence needs to be
managed so that it can be used as a strategic asset.

However, to understand and manage the effects of the overlapping family and firm sub-
systems and the emergence of FAM and SEW, one must be aware of the permeability of the
boundaries between the subsystems (Danes et al., 2008). Thus, this dissertation uses the essential
‘open and closed’ systems theory feature. An ‘open system’ is characterized by weak system
boundaries and a high degree of permeability to external influences, while a ‘closed system’ has
fixed system boundaries and a low degree of permeability to external influences. As social sys-
tems, organizations are neither entirely open nor closed; they are between these two states (Hernes
and Bakken, 2003). The more the individuals within a system identify with that system, the more
the system tends to close itself off from external influences (Ashforth and Mael, 1989), and the
more difficult it becomes for the owning family to exert its influence on the management of the

firm (see Figure 1.2).

Figure 1.2 Different boundary permeability in a family firm system

FAMILY SUBSYSTEM FIRM SUBSYSTEM
A \
B | .
c >
o
A
P B
P C
'S
A = low permeability
B = high permeability
C = medium permeability

Source: adapted from Habbershon et al. (2003) and Sundaramathy and Kreiner (2008)

Tushman’s (1977) boundary-spanning theory explains that internal boundary problems

also occur at the external boundaries of a firm. He concludes that firms who conduct boundary-
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spanning activities creating intra- or inter-organizational networks improve their flow of infor-
mation. Consequently, firms that keep their internal and external boundaries fluid are rewarded
by acquiring and assimilating knowledge from outside the organization and internally transform-
ing and exploiting this knowledge more effectively, leading to higher innovation output (Cohen
and Levinthal, 1990; Zahra and George, 2018). Thus, family-owned SMEs must deal with the
internal system boundaries between family and firm and control the external system boundaries

through effective boundary-spanning management.

The synthesis of those different theories and approaches provides a comprehensive pic-
ture outlining the specifics of family-owned SMEs. It lays the foundation for an in-depth analysis

of family-owned SMEs’ challenges under ever-increasing competitive pressure.

1.3 Research questions

Four independently but thematically related studies with a strong focus on German fam-
ily-owned SMEs comprise the bulk of this dissertation, and the family-owned SMEs’ long-term
success drivers are answered by examining four sets of pertinent research questions (RQs). In
addition to concepts explaining family firm specifics, corporate social responsibility (CSR)—
understood as a company’s voluntary contribution to sustainable development going beyond legal
requirements (Carroll, 1999; Dahlsrud, 2008; Van Marrewijk, 2003)—is a central concept linked
to a firm’s long-term success (Antheaume et al., 2013; Jain and Jamali, 2016; Le Breton-Miller
and Miller, 2016; Samara and Arenas, 2017). General management research has shown that CSR
is associated with many corporate benefits (Aguinis and Glavas, 2012), and Antheaume et al.
(2013) advocate that family firms conduct sustainable development policies more often, thus con-
tributing to extended longevity levels. Companies with higher CSR levels have fewer recruitment
problems (Martinez-Conesa et al., 2017; Wagner, 2010) and better employee retention (Sen and
Cowley, 2013; Voegtlin and Greenwood, 2016); CSR has also improved access to financial re-
sources (Cheng et al., 2014), leading to a comparatively increased capacity for positive results

(Aguinis and Glavas, 2012; Kervyn et al., 2012).

A look at family firm-related research shows that family firms behave differently from
non-family firms concerning CSR (Canavati, 2018; Kuttner and Feldbauer-Durstmiiller, 2018;
Vazquez, 2018). In identifying the differences between family and non-family firms, most studies
focus on ownership structures and argue that the differences are due to the owner’s individual
needs (Faller and zu Knyphausen-AufseB3, 2018). According to a resource-based view, a family
firm is characterized by a specific set of family resources introduced through the owning family
within the firm (Chrisman et al., 2005; Habbershon and Williams, 1999; Weismeier-Sammer et
al., 2013). Born of a transgenerational mindset, a family firm with long-term goals will often use

those resources to create long-lasting relationships with its stakeholders to encourage benevolent
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behavior towards the company (Casson, 1999; Bammens and Hiinermund, 2020; Pan et al., 2018;

Zellweger et al., 2012).

As Kuttner and Feldbauer-Durstmiiller (2018) note, the outcome angle of CSR in family
firms has not yet been sufficiently researched. To better understand CSR in family firms, we need
to know how much family firms use their resources strategically to achieve specific outcomes
(Choi et al., 2019; Kashmiri and Mahajan, 2014a, 2014b; Maung et al., 2020; Pan et al., 2018)
and, moreover, which CSR activities link those antecedents and outcomes leading to the follow-

ing RQs:

RQL1.1: Which antecedents drive a family firm’s corporate social responsibility?
RQ1.2: Which outcomes do family firms realize through corporate social respon-
sibility?

RQ1.3: Which of the family firm’s corporate social responsibility antecedents and
outcomes correspond?

Considering family-owned SMEs are significant contributors to economic prosperity
worldwide (International Family Enterprise Research Academy, 2003; Memili et al., 2015; Miller
and Le Breton-Miller, 2007; Motwani et al., 2006), a pressing issue in current CSR-related studies
is the lack of specific research and data concerning family-owned SMEs (Campopiano et al.,
2014; Castejon and Lopez, 2016; Perrini et al., 2007). While most studies work with samples of
large, publicly-listed firms, Block and Wagner (2014b) point out that CSR activities of large,
publicly-listed family firms differ from family-owned SMEs. Large firms often generate publicly
available data and disclose CSR reports to be perceived as responsible entities. However, family-
owned SMEs conduct CSR to strengthen their social capital, as in their relationships with their
employees and essential business partners (Russo and Perrini, 2010; Spence et al., 2003; Uhlaner
et al., 2004) and do not generate data on this effect. Social capital is often crucial for the resource-
scarce SMEs survival to acquire other necessary business resources (e.g., human or financial cap-

ital).

Habbershon and Williams (1999) explain that the “unique bundle of resources a partic-
ular firm has because of the systems interaction between the family, its members, and the busi-
ness,” and they called this phenomenon familiness (FAM), which gives family-owned companies
a competitive advantage (Habbershon and Williams, 1999, p. 11). Those family resources (e.g.,
family social capital) are provided to the firm due to the overlap of the family and the firm sub-
system (Danes et al., 2008; Stafford et al., 1999). The more significant the overlap, the more
family resources the owning family provides (Weismeier-Sammer et al., 2013), helping the re-
source-scarce firm survive. Consequently, family influence increases a firm’s FAM associated
with family social capital. The business will nurture such family social capital for its benefit;
therefore, a family firm with a high measure of FAM will be liable to increase CSR to develop its

network.
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When defining a family firm using a systems theoretical approach, one must also exam-
ine the inter-dependency of the family and firm subsystems regarding their effect on CSR. Fol-
lowing Bingham et al. (2011), we propose that the strength of the firm’s organizational identity
(OI)—describing how “widely shared and deeply held [firm values] by organizational members”
(Kreiner and Ashforth, 2004, p. 8) are—is another crucial factor to be taken into consideration
when analyzing a family firm’s CSR activities. Systems theory assumes that the stronger the
firm’s OI and identification of the individuals within the subsystem, the less permeable its system
boundaries become (Ashforth and Mael, 1989; Hernes and Bakken, 2003; Sundaramurthy and
Kreiner, 2008).

Since members identifying strongly with their organization tend to be more willing to
act in its best interests (Davis et al., 1997), it can be assumed that OI strength positively affects
CSR. However, as the strength of a firm’s Ol increases, the less open the firm subsystem becomes,
which can hamper the interaction with the family subsystem and, in turn, impede the exploitation
of family resources introduced through FAM. Therefore, in studying the relationship between
FAM and CSR, it is essential to include Ol strength and clarify its consequences. Thus leading to
the emergence of the following RQs:

RQ2.1: Does familiness affect corporate social responsibility activities within fam-
ily-owned small and medium-sized enterprises?

RQ2.2: Does organizational identity strength affect corporate social responsibility
activities within family-owned small and medium-sized enterprises?

RQ2.3: Does organizational identity strength affect the relationship between
familiness and corporate social responsibility activities within family-
owned small and medium-sized enterprises?

When studying the effects of CSR conducted by family-owned SMEs, it is essential to
understand the outcomes of CSR linked to innovation (Bocquet et al., 2019; Martinez-Conesa et
al., 2017; Wagner, 2010). SMEs are under pressure to keep pace, especially with digital transfor-
mation; therefore, generating digital innovation is crucial for those firms (Arendt, 2008; Nam-
bisan et al., 2019; Quinton et al., 2018; Soluk and Kammerlander, 2021; Teece, 2018). However,
SMEs often lack the resources to stay innovative (De Massis et al., 2018). Scholars suggest co-
operation with innovation partners to acquire external knowledge for innovation development
(Brunswicker and Vanhaverbeke, 2015; Spithoven et al., 2013). Tushman (1977) states that such
cooperation increases knowledge exchange within and across organizational boundaries deriving
the boundary-spanning theory. He concludes that the networks created by boundary-spanning im-
prove the innovative capacity of the companies involved, and the flow of information across intra-

or inter-organizational boundaries, is vital to becoming more innovative.

Although current research also observes that CSR positively affects innovation

(Bocquet et al., 2019; Martinez-Conesa et al., 2017; Wagner, 2010) and that this effect is mediated
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(Surroca et al., 2010; Tang et al., 2012), the mechanisms are still unclear. Following Hossinger et
al. (2020), who identified a relationship between CSR and absorptive capacity (ACAP)—describ-
ing the ability to leverage external knowledge for commercialization purposes (Cohen and Lev-
inthal, 1990; Zahra and George, 2002)—, ACAP could be the missing link explaining why CSR
positively affects business outcomes such as digital innovation. Looking at the combined research

findings of CSR, ACAP, and digital innovation, the following RQs are asked:

RQ3.1: Do corporate social responsibility activities directly affect digital innova-
tion in small and medium-sized enterprises?

RQ3.2: Does absorptive capacity mediate the relationship between corporate so-
cial responsibility activities and small and medium-sized enterprises’ dig-
ital innovation?

One of the most demanding challenges for family-owned SMEs is the generational
handover (Cabrera-Suarez et al., 2001; Motwani et al., 2006). The business succession and trans-
fer process tie up many family firm management resources (Bjuggren and Sund, 2005) and a
transition often implies a decrease in performance or even the company’s decline (Le Breton-
Miller et al., 2004). This development is especially true for family-owned SMEs, which, com-
pared to larger companies, often lack the resources necessary to compensate for the possible per-
formance deceleration during a succession (Cabrera-Suarez et al., 2001; Motwani et al., 2000).
While most research so far finds a negative relationship between succession in family firms and
their post-succession performance (e.g., Ahrens et al., 2019; Pérez-Gonzalez, 2006; Wennberg et
al., 2011), family firms can also emerge strengthened out of the transition phase (Le Breton-Miller

et al., 2004; Rau et al., 2019; Werner et al., 2021).

Researchers often use SEW to explain why some family firms have inferior perfor-
mance to non-family firms, as owning families will usually favor the preservation of their SEW
over performance losses (Martin and Goémez-Mejia, 2016). The concept of SEW focuses on the
affective, non-economic goals of the owning family and deals with the family-firm identity, in
general (Gomez-Mejia et al., 2007)—not just during succession events. However, should the ac-
tual survival of the family firm be at risk, and thus the family’s ultimate source of SEW, the
owning families might make their SEW focus secondary and, in such cases, prioritize economic
goals (Martin and Gomez-Mejia, 2016). Accordingly, SEW could have a positive rather than a
negative effect on performance during a handover and post-succession performance which are

critical milestones for the survival of a family firm. Consequently, the following RQ is posed:

RQ4: What influence does socioemotional wealth, or components of socioemo-
tional wealth, have on the post-succession performance of family-owned
small and medium-sized enterprises?
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14 Chapter outline

Chapter 1 introduces the motivation behind this dissertation and the RQs it aims at an-
swering. It provides an overview of the theories studied and each chapter’s outline. Chapters 2,
3, 4, and 5 represent the four different manuscripts and form this work’s body, and Chapter 6
presents the conclusion. A publication status summary of the four projects executed within this
thesis is given in section 1.4, including a breakdown of the author and co-author’s work contri-

butions.

Chapter 2 provides a comprehensive overview of current research on CSR antecedents
and outcomes in family firms. A systematic literature review analyzes 107 peer-reviewed articles
in highly-ranked journals. The review shows that most publications focus on family firm CSR
antecedents and lack outcome-oriented research. Outcome-related research focuses mainly on re-
sults and only conceptually on family-related outcomes (e.g., family community status, family
emotional well-being). Based on these findings, six propositions are derived, encouraging future

research.

Chapter 3 uses a comprehensive dataset of 203 German family-owned SMEs and pro-
poses a model in which the effect of FAM on employee-, customer-, and society-related CSR
activities is tested. The findings show that an increase in FAM is positively related to all three
CSR activities. Although the models show a positive effect of OI strength on employee-, cus-
tomer-, and society-related CSR activities, the findings show that the FAM influence on em-
ployee- and customer-related CSR activities are weaker in those family-owned SMEs character-
ized by greater degrees of Ol strength. These findings help explain how family influence affects
the company’s behavior, as, for example, in the case of CSR, which is always context-dependent

and needs to be examined judiciously.

Chapter 4 moves away from the specific consideration of family influence within fam-
ily-owned SMEs and explores how SMEs can survive in the context of digital transformation.
Continuing from Chapter 3 and interpreting CSR as an ACAP-increasing instrument, the mediat-
ing effect of the latter variable on digital innovation is examined. 520 German SMEs were used
in a dataset, showing that CSR does act as a knowledge-sharing enabler and, therefore, can sup-
port SMEs in acquiring the knowledge resources they need for digital innovation. Furthermore,
the study explores the theoretical relationship between CSR and business outcomes. From a prac-
tical perspective, it offers suggestions on how family-owned SMEs can better position themselves

in an increasingly digitalized economic environment.

Chapter 5 finds that the effect of SEW on family-owned SME performance needs to be
considered from a different perspective than the one currently used in family firm research. Based
on data drawn from 344 German family-owned SMEs, the study finds that the two individual

SEW dimensions—renewal of family bonds through dynastic succession and identification of
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family members with the firm—are the key drivers that affect post-succession performance. In
contrast, the emotional attachment of family members seems to have no effect. Thus, the study
provides valuable information on how family-owned SMEs can use SEW as a strategic tool to

ensure the firm’s long-term success.

Chapter 6 summarizes the research questions and the key findings of the dissertation.

This chapter concludes the work and findings of the dissertation.

1.5 Research publication status

The chapters of this dissertation are either currently in the publication process or already
published in international peer-reviewed scientific journals'. Since the research work originated
in the context of this dissertation is the result of intense collaboration with different co-authors, it

is necessary to outline the contributions of each author to each paper. Table 1.1 provides an over-

view of the different studies and their publication status.

Table 1.1 Publication status of the conducted studies

Title Publication Status Authors Reference

Manuscripts used in this dissertation

1 Corporate social responsibil- Under review by Stock, C.; Piitz, Stock et al.
ity in family firms: Current  Journal of Business L.; Schell, S.; (2022a)
status and future directions Ethics (VHB: B) Werner, A.
of a research field.

2 Familiness, organizational Submitted to Fam-  Stock, C.; Hos-  Stock et al.
identity strength, and corpo-  ily Business Review singer, S.; Wer-  (2022b)
rate social responsibility ac- (VHB: B) ner A.
tivities in family-owned
small and medium-sized en-
terprises.

3 Corporate social responsibil-  Accepted for publi- Stock, C.; Hos-  Stock et al.
ity as a driver of digital in- cation in /nterna- singer, S.; Wer-  (2022c¢)
novation in small and me- tional Journal of ner, A.; Schell,
dium-sized enterprises: The  Entrepreneurial S.; Soluk, J.
mediation effect of absorp- Venturing
tive capacity. (VHB: B)

4 The moderating role of soci- Submitted to Fam-  Schell, S.; Schell et al.
oemotional wealth on post-  ily Business Review Stock, C.; Piitz, (2022)
succession performance in (VHB: B) L.; Werner, A.

small and medium-sized
family firms.

! The VHB-JOURQUAL 3 is a journal ranking of the Association “Verband der Hochschullehrer fiir Be-

triebswirtschaft e.V.” (VHB).
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Chapter 1. The dissertation author wrote this chapter independently.

Chapter 2. The dissertation author was responsible for the research concept, most of
the data collection, and paper writing. The original paper contributing to this chapter was pre-
sented at the virtually conducted 24th Annual Interdisciplinary Conference on Entrepreneurship,
Innovation and SMEs (G-Forum) 2020 and was nominated for Best Paper Award at this confer-
ence. The paper was submitted to the Journal of Business Ethics and is currently in the second

revision round (revised and resubmitted).

Chapter 3. The dissertation author did the preponderance of the work for this chapter,
including the introduction, theoretical framework, hypothesis development, and discussion. The
original manuscript was submitted to the Family Business Review and is currently being reviewed
by the authors for resubmission. A previous version of the study was presented at both the /74
Interdisciplinary European Conference on Entrepreneurship Research 2019 in Utrecht, Nether-
lands, and at the 23rd Annual Interdisciplinary Conference on Entrepreneurship, Innovation and
SMEs (G-Forum) 2019 in Vienna, Austria, where the paper won the Family Business and Mittel-

stand Research Award.

Chapter 4. The dissertation author drafted this paper, including the empirical analysis,
and performed most of the revisions required by the International Journal of Entrepreneurial

Venturing. The original manuscript was accepted for publication on 13 January 2022.

Chapter 5. The dissertation author is responsible for large parts of the introduction,
theory, hypothesis, and discussion. It was submitted to the Family Business Review and is cur-
rently under review. It was accepted at the 415t Babson College Entrepreneurship Research Con-
ference (online) 2021, the 82nd Annual Meeting of the Academy of Management 2022 in Seattle,
USA, and the 22nd European Academy of Management Conference 2022 in Winterthur, Switzer-
land.

Chapter 6. The dissertation author wrote this chapter independently.
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2 Corporate social responsibility in family firms: Current status and future direc-

tions of a research field

Christoph Stock ¢ Laura Piitz * Sabrina Schell « Arndt Werner

Abstract

This systematic literature review contributes to the lively debate about corporate social responsi-
bility (CSR) in family firms and the associated field of research that has considerably grown in
the last few years. In order to conceptualize the research field, we analyzed 107 peer-reviewed
articles published in highly ranked journals identifying the main issues examined. The results
clearly show there is a lack of research regarding CSR outcomes in family firms. Although con-
sidered increasingly important in family firm research, especially the examination of family out-
comes (e.g., family community status, family emotional well-being) is missing. Moreover, our
analysis shows that there is a black box in regard to the question of how different antecedents and
outcomes are interrelated via CSR. This is especially important since firms in general need to
know where they should allocate their scarce resource in order to generate the best outcomes.
Thus, this literature review not only outlines the current state of research, but also contributes to
the current debate of CSR in family firms by discussing how family firms can use CSR activities
as strategic management tools. Based on these findings, we identify nine research questions,

which we hope will inspire future research.

Keywords: Systematic literature review, family firms, corporate social responsibility, Sus-

tainable Family Business Theory, resourced-based view, antecedents, outcomes.
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2.1 Introduction

Many family firms worldwide have been operating successfully for generations—some
for more than a century (Ahmad et al., 2020; Koiranen, 2002; Lorandini, 2015). Since transgen-
erational survival is often the main aim of family firms, longevity plays a critical role in their
basic strategies (Giner and Ruiz, 2022; Handler, 1989; Lumpkin and Brigham, 2011). An im-
portant contributing factor to this successful longevity are healthy, sustainable stakeholder rela-
tionships (Bingham et al., 2011; Ciravegna et al., 2020). Corporate social responsibility (CSR),
understood as responsible and sustainable actions towards various stakeholders (Rahman, 2011),
can generate loyalty (Iglesias et al., 2020; Servera-Francés and Piqueras-Tomas, 2019), brand
recognition (Hur et al., 2014; Lai et al., 2010), and goodwill from those stakeholders (Maung et
al., 2020; Noor et al. 2020; Panwar et al., 2014). Therefore, CSR is an invaluable strategic man-
agement tool for building solid relationships with key stakeholders (Bingham et al., 2011),

thereby increasing competitive advantage (Freeman and McVea, 2005; Harrison et al., 2010).

Prior research agrees that family firms behave differently from non-family firms regard-
ing CSR (Cabeza-Garcia et al., 2017; Cuadrado-Ballesteros et al., 2017; El Ghoul et al., 2016;
Fehre and Weber, 2019; 1zzo and Ciaburri, 2018). A family firm understood as a social system
made of the two subsystems family and firm (Frank et al., 2017), develops its specific behavior
through the owning family integrating its goals and values into the firm’s day-to-day business
decision making (Astrachan et al., 2020; Chadwick and Dawson, 2018; Kuttner et al., 2021;
Meier and Schier, 2021; Singh and Mittal, 2019). In order for the firm to be able to achieve these
goals, family resources (i.e., financial, human, and social capital) provided by the owning family
(Danes et al., 2008; Weismeier-Sammer et al., 2013) can be used to conduct CSR activities
(Branco and Rodrigues, 2006), which in turn helps achieve the family’s longevity goals
(Antheaume et al., 2013; Jain and Jamali, 2016; Le Breton-Miller and Miller, 2016; Samara and
Arenas, 2017).

The competitive advantage emerging from family resources integration is called famil-
iness (Habbershon and Williams, 1999) and can be a differentiating factor for the business activ-
ities of a family firm from those of a non-family firm (Chrisman et al., 2005; Frank et al., 2017,
Zellweger et al., 2010). However, family firms’ growing research field continuously theorizes
about CSR activities being driven by socioemotional wealth (SEW) (Cabeza-Garcia et al., 2017;
Dick et al., 2021; Fehre and Weber, 2019; Klein et al., 2018; Kuttner et al., 2021; Preslmayer et
al., 2018). SEW summarizes the affective needs of owning families “such as identity, the ability
to exercise family influence, and the perpetuation of the family dynasty” (Gomez-Mejia et al.,
2007, p. 106). From this perspective, a family firm primarily practices CSR if it helps to maintain
the owning family’s SEW (Izzo and Ciaburri, 2018; Zientara, 2017).
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What we do not know yet is the extent to which family firms are using their resources
(i.e., antecedents) strategically to achieve specific outcomes (Choi et al. 2019; Kashmiri and Ma-
hajan, 2014a, 2014b; Maung et al., 2020; Pan et al., 2018). Since the vast majority of family firm
research focuses on the SEW narrative (Zientara, 2017), the importance of economic dimensions
of family resources (i.e., familiness) remains overlooked. However, since family firms are also
run according to business principles and ultimately have to provide for the economic existence of
the owning family, it is essential to know how to utilize family firm resources according to the
desired family firm outcomes. Following this line of thought, we assume that family resources
integrated within the firm are antecedents of CSR and help utilize its firm outcomes more effec-
tively. In order to study this phenomenon, we decided to examine, synthesize, and systemize the
growing body of research on family firm’s CSR activities to identify the antecedents and out-

comes of CSR in family firms. Consequently, we pose the following research questions:

RQ1.1: Which antecedents drive a family firm’s corporate social responsibility?

RQ1.2: Which outcomes do family firms realize by conducting corporate social
responsibility?

RQ1.3: Which of the family firm’s corporate social responsibility antecedents

and outcomes correspond?

Following Tranfield et al.’s (2003) systematic literature review approach, we analyzed
107 peer-reviewed research articles regarding CSR in family firms, applying Stafford et al.’s
(1999) Sustainable Family Business Theory (SFBT). The SFBT draws from the systems theory
and a resource-based view assuming that the specific behavior of a family firm system emerges
from the interaction of its subsystems (i.e., family and firm) and the associated resource transac-
tion between those. We find that the probability of CSR activities increases as the owning family’s
influence on the firm grows and that a firm equipped with family resources can utilize CSR’s

outcomes better.

Our research findings contribute to a better understanding of CSR in family firms. First,
our analysis reveals that family resources integrated into the firm through family influence in-
crease the probability of a firm to conduct CSR activities. Those findings show that family firms
can use CSR as a strategic tool as they are rewarded through positive outcomes. This illustrates
that family influence within a firm should not be understood as a liability but as a strategic asset.
Second, we show that current research often suffers from a misalignment between theory and
empirics. While the prevailing assumption of today’s family firm research is that family firm’s
CSR activities are SEW-driven (Preslmayer et al., 2018), CSR outcomes-related studies exclu-
sively examine CSR firm outcomes. Although there is much theorizing about family outcomes
that play a significant role in family firm management, we could not identify any empirically

related findings. Third, we find that research does not answers the question which (family) firm
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antecedents are linked to which (family) firm outcomes by which CSR activities. Since our anal-
ysis reveals that CSR can be used as a strategic management tool, (family) firms should know
how to allocate their resources in order to achieve their desired outcomes. To clarify the catalytic
role of CSR in family firms and to enable family firms to deploy their resources for the appropriate
CSR activities, we recommend that future research opens this black box and focus on particular

CSR activities’ mediating effect on (family) firm antecedents and (family) firm outcomes.

The remainder of the paper is structured as follows: We discuss the theoretical frame-
work on which our literature review is based and describe the method used to establish the re-
views’ article samples. Our research ascertains current research status and identifies subsequent
lacunae. We then present an agenda for future research regarding CSR in family firms deriving
nine research questions utilizing Stafford et al.’s (1999) SFBT. Finally, we discuss our findings

and provide theoretical and practical implications based on our results.

2.2 Theoretical framework

Despite many conceptually and operational attempts to define family firms (Sharma,
2004), there is no generally accepted definition of a family firm (O’Boyle et al., 2012). Criteria
used in research literature include ownership shares, participation of several generations, and ac-
tive management by family members (Shanker and Astrachan, 1996). Chua et al. (1999, p. 25)
define a family firm as “a business governed and/or managed with the intention to shape and
pursue the vision of the business held by a dominant coalition controlled by members of the same
family or a small number of families in a manner that is potentially sustainable across generations
of the family or families.” We follow this basic definition, which is compatible with Stafford et
al.’s (1999) SFBT, and define a family firm as a social system made of two subsystems: family
and firm. The unique behavior of a family firm results from the fact that the owning family pro-
vides the firm with a particular set of family resources (e.g., financial, human, or social capital)
that enable the firm to operate more successfully. The stronger the influence of the family within
the firm, the more family resources the firm may access (Habbershon and Williams, 1999;
Weismeier-Sammer et al., 2013). Those family resources integrated within the firm are described
as familiness, which is “the unique bundle of resources a particular firm has because of the system
interaction between the family, its individual members, and the business.” (Habbershon and Wil-
liams, 1999, p. 11). Familiness is available regardless of the market situation and can enable a
family firm to overcome internal and external disruptions (Danes et al., 2008; Frank et al., 2017;

Stafford et al., 1999; Weismeier-Sammer et al., 2013).

For family firms to achieve longevity, these resources can be invested in CSR activities
(Antheaume et al., 2013; Le Breton-Miller and Miller, 2016; Pan et al., 2018; Samara and Arenas,

2017). CSR is “[...] a concept whereby companies integrate social and environmental concerns in
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their business operations and in their interaction with their stakeholders on a voluntary basis”
(Commission of the European Communities, 2001, p. 6), and as such, can support the goals of the
owning family by forming strong, sustainable and long-term stakeholder relationships (Richards
et al., 2017; Samara et al., 2018). CSR activities must ultimately promote the economic survival
of the firm and subsequently be used as a strategic tool. However, since CSR definitions can be
vague and leave room for interpretation (Dahlsrud, 2008), a wide range of different concepts—
such as corporate citizenship; business ethics; sustainability (Dahlsrud, 2008; Matten and Moon,
2008; Van Marrewijk, 2003)—are applied in research. Elkington’s (1998) CSR triple bottom line
model focuses on three CSR goals equally: economic-, social-, and environmental-related. Fol-
lowing, engagement in social and environmental goals can also impact firm’s economic goals if

the CSR activities are used strategically (Porter and Kramer, 2006; Werther and Chandler, 2005).

To holistically understand CSR in family firms we must understand the motivations
behind the CSR activities (i.e., antecedents) and its results (i.e., outcomes) (Kuttner and Feld-
bauer-Durstmiiller, 2018; Kuttner et al., 2021). Following the SFBT, family firms with increasing
family influence engage in CSR to cultivate their relationships with their stakeholders (Fitzgerald
et al., 2010; Stafford et al., 1999), thereby generating positive firm outcomes for the family firm
by the use of resources (Kuttner and Feldbauer-Durstmiiller, 2018). Considering that an owning
family’s financial wealth depends on its firm’s performance (Holt et al., 2017), we assume that
family firm CSR is a strategic tool used to ensure its longevity and then, secondarily, fulfill the
emotional needs of the family. For family firms to effectively use CSR as a strategic tool, it is
essential to know whether the antecedents also lead to the desired outcomes. This systematic lit-

erature review is conducted to gain a better understanding of these issues

2.3 Methodology

To answer our research questions, we applied the Tranfield et al. (2003) methodology,
which uses three phases (i.e., planning, conducting, and reporting) for systematic reviewing and
collecting of significant scientific contributions in a specific research area. We developed a de-
tailed search strategy and search protocol for English articles in peer-reviewed scientific journals.
We then carried out the pre-defined search in the following databases: (1) EBSCO Business
Source Elite; (2) Elsevier Science Direct; (3) Emerald; (4) Springer Link; (5) Wiley Online Li-
brary; and (6) ISI Web of Science. We searched these databases using a combination (AND con-
junction) of two keyword groups. Due to the nascent stage of CSR in family firm research (Kutt-
ner et al., 2021) and the wide range of synonyms regarding CSR (Dahlsrud, 2008; Matten and
Moon, 2008; Van Marrewijk, 2003), we decided to apply a wide range of keywords. The first
group dealt with the identification of CSR-relevant research using: (CSR OR “corporate social

responsibility” OR “social responsibility” OR “corporate responsibility” OR “corporate social”
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OR “corporate citizenship” OR “environmental management” OR sustainab* OR “social man-
agement” OR “ethic” OR SDG OR “sustainable development goals™). The second group concen-
trated on the relevant literature concerning family firms: (“family firm*” OR “family business*”’
OR “family enterprise*” OR “family sme*” OR “family own*” OR “family-own*” OR “family

control*” OR “family led” OR “family involve*” OR “family influence*”’).

By screening all search results that included both a keyword from the CSR and the fam-
ily firm keyword group in the title or abstract (current analysis covers published research up to
December 31st, 2020), we were able to identify 289 studies. We did not consider articles that
included one term of both keyword groups each but did not deal with both categories explicitly
or implicitly, as was the case with studies dealing with CSR (or one of its synonyms) using family
firms for the analysis without addressing their particularities. Studies dealing with the ethical val-
ues in family firms, but not their impact on CSR activities or related concepts, were also excluded.
After this initial screening, we excluded all articles in journals that were not ranked as “2 or better”
by the Association of Business Schools’ (2021) Academic Journal Guide. By doing this, 107
articles remained as a finale sample for further in-depth analysis. Two authors read all papers
independently and extracted information regarding author(s), year, title, journal, research method,
applied theory, geographic scope, and key variables using a data-extraction sheet. To better un-
derstand the articles within our sample, we also looked up the number of citations per paper using

google.scholar.

The 107 articles were then categorized by whether the key variables analyzed were CSR
antecedents or outcomes of family firms, or both CSR antecedent and outcomes. Articles that
examined the effect of family firm-specifics on CSR were classified into “antecedents,” while
articles classified to the “outcome” category examined how family firm-specifics affect CSR’s
effects. First, we subdivided antecedents and outcomes in a family’s and a firm’s subcategory as
suggested by the SFBT. The SFBT indicates that integrating family and firm resources helps en-
counter internal and external disruptions (Danes et al., 2008; Stafford et al., 1999). Consequently,
we created a subcategory with contextual factors, including institutional settings and community
embeddedness, affecting a firm’s longevity. All subdivisions were discussed and iteratively orga-
nized by two authors during the analysis process. Two other authors were consulted where a dis-
agreement occurred, and categorization was discussed extensively among all authors until con-

sensus was found.

2.4 Current research status

24.1 Article characteristic

The 107 reviewed articles were published in 47 journals, mainly of general manage-

ment, ethics, gender, and social responsibility. It is noteworthy that the journal with the most
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significant number of publications is the Journal of Business Ethics, which is responsible for
20.56% of all publications in our review. We identified a further 14 journals, each publishing at
least two articles relevant to our research field. These 14 journals account for 49.53% of all re-
viewed articles. The remaining 32 journals published one article each, accounting for 29.91% of
all reviewed articles. Our citation analysis shows similar results. First, the 107 articles have a
general citation count of 11,598. Once again, the Journal of Business Ethics stands out covering
23.10% of the citations, followed by Family Business Review with 15.28%. Drawing on the Ac-
ademic Journal Guide (Association of Business Schools, 2021) to evaluate the journal quality
(“4” being the highest score and “2” the lowest), 13.08% of the reviewed articles appeared in
journals ranked as “4”, 56.07% were ranked as “3”, and 30.84% ranked as “2” (see Table 2.1).

Table 2.1 Most influential journals

AJG Number of Number of

No. Journal title ranking publications citations
1 Journal of Business Ethics 3 22 (20.56%) 2679 (23.10%)
2 Business Strategy and the Environment 3 9 (8.41%) 467 (4.03%)
3 Family Business Review 3 8(7.48%) 1772 (15.28%)
4 Journal of Family Business Strategy 2 6 (5.61%) 301 (2.60%)
5 Journal of Cleaner Production 2 5 (4,67%) 137 (1.18%)
6 Entreprencurship Theory and Practice 4 4 (3.74%) 1461 (12.60%)
7 Asia Pacific Journal of Management 3 3 (2.80%) 79 (0.68%)
8 Journal of Business Research 3 3 (2.80%) 253 (2.18%)
9 Journal of Small Business and Enterprise 2 3 (2.80%) 344 (2.97%)
Development
10 International Journal of Research in Marketing 4 2 (1.87%) 217 (1.87%)
TOTAL 65 (60.75%) 7710 (66.48%)

As Figure 2.1 shows, the density of publications on CSR in family firms has increased
significantly in the last ten years. One reason for this might be that CSR research in general be-
came more attractive since the global financial crisis of 2007/2008 when corporate entities’ mis-
management and irresponsible behavior were revealed and made public (Blodgett et al., 2011).
This crisis necessitated a major social reassessment and overhaul of business practices in financial
and corporate institutions (Crane et al., 2013). Due to their trans-generational orientation (Giner
and Ruiz, 2022; Lumpkin and Brigham, 2011), family firms have been discussed as a counter-
model to opportunistic, shareholder-value-oriented, non-family firm management (Blodgett et al.,
2011), which could explain increased research activities regarding CSR antecedents in family
firms. Researchers would like to learn why family firms differ from non-family firms (Adams et
al., 1996; Campopiano and De Massis, 2015; Maung et al., 2020) and what both firms can learn
from these differences (Craig and Dibrell, 2006; Kashmiri and Mahajan. 2014b; Samara and Are-
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nas, 2017). However, to understand their specific CSR behavior, it is essential to know what ben-
efits they receive from these activities (Pan et al., 2018; Zientara, 2017). Although it is still a
significantly under-researched area, the debate about CSR’s family firm outcomes has become

more popular in the last ten years (Kuttner and Feldbauer-Durstmiiller, 2018).

Figure 2.1 Annual distribution of the 107 reviewed published articles
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Table 2.2 Research method used
Antecedent-related ﬁlllltt::;dee_:;;zg Outcome-related TOTAL

Quantitative 70 (65.42%) 14 (13.08%) 8 (7.48%) 92 (85.98%)
Qualitative 8 (7.48%) 1 (0.93%) 0 (0.00%) 9 (8.41%)
Conceptual 4 (3.74%) 1 (0.93%) 1 (0.93%) 6 (5.61%)
TOTAL 82 (76.64%) 16 (14.95%) 9 (8.41%) 107 (100.00%)

When looking at reviewed article’s research methods (see Table 2.2), quantitative re-
search stands out. When analyzing large firms, quantitative research mainly draws from longitu-
dinal databases such as the Thomson Reuters databases (e.g., E1 Ghoul et al., 2016; Martinez-
Ferrero et al., 2017; Martinez-Ferrero et al., 2018), KLD data (e.g., Block and Wagner, 2014a,
2014b; Lamb and Butler, 2018; Liu et al., 2017; Kim et al., 2017), annual reports (e.g., Biswas et
al., 2019; Sundarasen et al., 2016; Zamir and Saeed, 2020) and S&P 500 firms (e.g., Cui et al.,
2018; Kashmiri and Mahajan, 2014b; Wagner, 2010). Quantitative studies examining family-
owned small and medium-sized enterprises (SMEs) draw from cross-sectional surveyed data (e.g.,

Dawson et al., 2020; Peake et al., 2017) as there is little publicly available data on SMEs (Miller
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and Le Breton-Miller, 2007). Qualitative methods were used for inductive exploration of new
research issues and theories. For example, Marques et al. (2014), Aragén-Amonarriz et al. (2019),

and Bhatnagar et al. (2020) used semi-structured interviews for their case studies.

24.2 Theories in use

In sum, we found 96 different applied theories, giving the impression that the research
field’s theoretical foundation is fragmented. However, most theories played only a minor role
within our sample. When analyzing the applied theories’ underlying assumptions, we noted four
theories appearing at least once in 52 papers: Principal agency theory, SEW, stakeholder theory,
institutional theory (see Table 2.3). Since the theories have some overlaps, 30 studies combine

those by drawing from different assumptions to explain a family firm’s CSR activities.

Table 2.3 Theories used

Theory Representative Studies

Principal agency theory Abeysekera and Fernando (2020); Block (2010); Cui et al. (2018);
El Ghoul et al. (2016); Labelle et al. (2018); Wiklund (2006)

SEW Terlaak et al. (2018); Zientara (2017); Graafland (2020); Samara et
al. (2018); Lamb and Butler (2018); Cruz et al. (2014)

Stakeholder theory Ahmad et al. (2020); Bingham et al. (2011); Maggioni and Santan-
gelo (2017); Delmas and Gergaud (2014); Uhlaner et al. (2004)

Institutional theory Bammens and Hiinermund (2020); Campopiano and De Massis

(2015); Du et al. (2016); Ge and Micelotta (2019); Kim et al.
(2017); Singal (2014)

N =107 articles

In this regard, twenty-one articles drew on the principal agency theory, focusing on
conflicts in the relationship between the principal (mainly the owning family) and the agent
(mainly non-family managers), characterized by information asymmetry between the two, where
the agent has an information advantage against the principal. The unequal distribution of infor-
mation among these groups leads to the possibility that the agent may not act in the principal’s
best interest and behaves opportunistically for personal gain (Eisenhardt, 1989; Jensen and Meck-
ling, 1976). In CSR-related family firm research, the principal agency theory shows that the
stronger the control of the owning family (through ownership shares or management), the more
successfully the owning family will impose its own goals on the firm. Most of those studies argue
that higher information asymmetries increase CSR probability as non-family managers improve

their image through CSR (Cuadrado-Ballesteros et al., 2015).

Institutional theory was referred to 16 times and focused on how firms need to adapt to
the institutional environment to gain legitimacy while conducting their business (Campopiano

and De Massis, 2015; Du et al., 2016; Zamir and Saeed, 2020). Institutional theory is mainly used
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to examine how specific antecedents affect CSR under different institutional settings. For exam-
ple, Chen and Cheng (2020) show that the industry in which a company is located influences how
family ownership or management affects CSR. The same is true for different cultural contexts

(Samara et al., 2018).

Used as a theoretical concept, SEW was applied 15 times. The first article in our sample
using SEW was published in 2014, where this concept has gained popularity ever since (Swab et
al., 2020). SEW focuses on the family’s affective, non-financial goals, such as strengthening the
family image (Gomez-Megjia et al., 2007; Labelle et al., 2018; Marques et al., 2014). The most
dominant argument among studies influenced by SEW is that the owning family wants to protect
its family image and therefore engages in CSR to improve that image, and look good to stake-

holders.

The stakeholder theory was used in eleven articles and is one of the fundamental and
most dominant theories of general CSR research (Brown and Forster, 2013; Wood, 2010). A vital
aspect of this theory is that a company receives resources from its stakeholders (e.g., human re-
sources, information, legitimacy) and must engage in good relations. If a company does not do
this, its stakeholders will eventually refuse to cooperate, leading to a decline in performance.
CSR-related family firm research assumes that owner families use their firms to pursue financial
and non-financial family goals and are more inclined to engage in CSR towards their stakeholders

to achieve these goals.

There is a contemporary trend proposing a combination of the four prevailing theories,
although, notably, approximately 34% of the articles used no theories at all. However, more recent
studies tend towards being theory-driven, indicating that the understanding of family firms has

advanced.

243 Content findings
2.4.3.1 Family firm antecedent

In total, 98 of all articles in our sample (91.59%) dealt with the antecedent angle of CSR
in family firms. Of these, 82 articles (76.64%) dealt exclusively with antecedents, while 16
(14.95%) dealt with both antecedents and outcomes simultaneously. Antecedents explain why
CSR is being implemented by a firm. Following Stafford et al.’s (1999) SFBT, we subdivided the
identified family firm CSR antecedents in family and firm antecedents (see Table 2.4 and 2.5).
While family antecedents emerge from the family subsystem, firm antecedents originate from the
firm subsystem. From a familiness perspective family firms differ from non-family firms, since
they do not only draw resources from the firm subsystem, but also from the family subsystem,

which can result in a competitive advantage (Weismeier-Sammer et al., 2013).
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Table 2.4 Family antecedents

Family antecedents Effect on CSR

Representative studies

Family firm status 5
1 (20.00%) Positive

1 (20.00%) Negative

3 (60.00%) Not clear

Family ownership 42
24 (57.14%) Positive

14 (33.33%) Negative

4 (9.52%) Not clear

Family

management 19

11 (57.89%) Positive
5 (26.32%) Negative

3 (15.79%) Not clear

Family ownership

and management 16

8 (50.00%) Positive
3 (18.75%) Negative

5 (31.25%) Not clear

Socioemotional

wealth 5
2 (40.00%) Positive
0 (0.00%) Negative
3 (60.00%) Not clear

Family influence 8

6 (75.00%) Positive
0 (0.00%) Negative

2 (25.00%) Not clear

Gallo (2004)
Dekker and Hasso (2016)

Adams et al. (1996); Déniz Déniz and Carbrera Suarez
(2005); Graafland et al. (2003)

Bammens and Hiinermund (2020); Kim et al. (2020);
Sahasranamam et al. (2020)

Abeysekera and Fernando (2020); El Ghoul et al.
(2016); Rees and Rodionova (2015)

Bergamaschi and Randerson (2016); Labelle et al.
(2018); Terlaak et al. (2018)

Abeysekera and Fernando (2020); Block (2010); Lo-
pez-Gonzalez et al. (2019)

Block and Wagner (2014a); Graafland (2020); Oh et al.
(2019)

Berrone et al. (2010); Cui et al. (2018); Terlaak et al.
(2018)

Dangelico (2017); Dyer and Whetten (2006); Liu et al.
(2017)

Amann et al. (2012); Chen and Cheng (2020); Craig
and Dibrell (2006)

Doluca et al. (2018); Kim and Lee (2018); Iyer and
Lulseged (2013)

Dayan et al. (2019); Kallmuenzer et al. (2018)

Arena and Michelon (2018); Le Breton-Miller and Mil-
ler (2016); Zientara (2017)

Bingham et al. (2011); Ahmad et al. (2020); Fitzgerald
etal. (2010)

O’Boyle et al. (2010); Le Breton-Miller and Miller
(2016)

(continued)
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Table 2.4 continued

Family antecedents Effect on CSR Representative studies

Family generation 9
7 (77.78%) Positive Dawson et al. (2020); Delmas and Gergaud (2014); Uh-
laner et al. (2004)

0 (0.00%) Negative -

2 (22.22%) Not clear Aragén-Amonarriz et al. (2019); Richards et al. (2017)

Family values 11
10 (90.01%) Positive Aragon-Amonarriz et al. (2019); Marques et al. (2014);
Sanchez-Medina and Diaz-Pichardo (2017)

1 (9.09%) Negative Zheng et al. (2017)

0 (0.00%) Not clear -

Family’s firm
name 3
3(100.00%) Positive Kashmiri and Mahajan (2010); Kashmiri and Mahajan
(2014a); Uhlaner et al. (2004)

0 (0.00%) Negative -

0 (0.00%) Not clear -

N = 98 antecedent-related articles

Since family firm research deals with family firm specifics, it is not surprising that the
subcategory of family antecedents predominates among the antecedent-related CSR research (see
Table 2.4). Looking at the articles chronologically, the first four published articles in our sample
covering these are those by Adams et al. (1996), Graafland et al. (2003), Gallo (2004) and Uhlaner
et al. (2004). While Adams et al. (1996) and Graafland et al. (2003) find no significant differences
in regard to CSR between them, Gallo (2004) asked 44 scientists involved in family firm research
whether they perceive those firms more socially responsible than non-family firm finding that
scientists do perceive family firms as more socially responsible. The study of Uhlaner et al. (2004)
is the first in our sample empirically finding family firms to be more inclined to conduct CSR.
They conclude that an owning family’s influence on a firm leads the firm to establish stronger
relationships with its stakeholders and implicitly already theorizes about family resources (i.e.,
family social capital towards stakeholder) being antecedents for family firm’s CSR activities (Uh-

laner et al., 2004).

Inspired by these studies, different operationalizations were applied to identify family
firm antecedents of CSR with family ownership being the most prominent measure starting in
2006. Although most studies using family ownership as a family antecedent showing positive

effects on CSR (e.g., Biscotti et al., 2018; Cordeiro et al., 2020; Kim et al., 2020; Lamb and
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Butler, 2018; Sahasranamam et al., 2020; Yu et al., 2015), there is no clear effect direction on
CSR activities in the 42 studies using family ownership. The reason for this could be that owner-
ship alone is not sufficient enough to actually influence business decisions since the owning fam-
ily cannot affect internal decision-making processes directly (Terlaak et al., 2018). Block and
Wagner (2014a) therefore conclude that it is much better to examine the influence of owning
families on their company through family management, which actually can be observed among
the 19 studies within our sample (e.g., Dawson et al., 2020; Lépez-Gonzalez et al., 2019; Oh et
al., 2019). 16 further studies used a combination of family ownership and management (e.g., Dan-
gelico, 2017; Dyer and Whetten, 2006; Chen and Cheng, 2020; Kim and Lee, 2018). However,
studies using family management, or a combination of family ownership and family management,

are not more likely to find a positive effect on CSR than those using family ownership.

Although many studies regarding CSR in family firms make use of the theoretical as-
sumptions of SEW and criticize the insufficient explanatory power of family ownership and man-
agement (e.g., Block and Wagner, 2014b; Graafland, 2020; Marques et al., 2014; Samara et al.,
2018), we could only find five articles explicitly dedicated to examining the effect of SEW on
family firms CSR activities. Of these, only two actually applied empirical SEW measurements
(Dayan et al., 2019; Kallmuenzer et al., 2018), while the other three addressed the issue concep-
tually pointing out how SEW affects a family firm’s CSR activities is highly dependent on con-
textual factors (Arena and Michelon, 2018; Le Breton-Miller and Miller, 2016; Zientara, 2017).

In line with our theoretical assumption, the eight studies aiming to quantify the actual
family influence predominantly found positive effects on CSR (Ahmad et al., 2020; Bingham et
al., 2011; Fitzgerald et al., 2010; Samara et al., 2018; Sharma and Sharma, 2011; Uhlaner et al.,
2012). These studies argue that as the family influence on day-to-day business increases its op-
portunity to actually influence internal business decisions also increases (Sharma and Sharma,
2011; Uhlaner et al., 2012). This assumption is further supported by the fact that the nine studies
on family generation and the three studies on family’s firm name show a very high proportion of

studies with positive effects on CSR.

The predominant positive effect of the eleven studies regarding family values on CSR
found are further indication of this (e.g., Bhatnagar et al., 2020; Marques et al., 2014; Sanchez-
Medina and Diaz-Pichardo, 2017; Zheng et al., 2017). Thus, Le Breton-Miller and Miller (2016)
state that especially religious values motivate an owning family to devote their resources to CSR
activities. Values emerging from the family subsystem can help to foster management practices
(i.e., CSR activities) and therefore understood as a type of family capital having the potential to
give the family firm a competitive advantage over non-family firms (Antheaume et al., 2013;

Aragon-Amonarriz et al., 2019).
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Table 2.5 Firm antecedents

Firm antecedents Effect on CSR Representative studies

Financial 2
2 (100.00%) Positive Block (2010); Singal (2014)

0  (0.00%) Negative -

0 (0.00%) Not clear -

Non-financial
(internal) 26
22 (84.62%) Positive Biswas et al. (2019); Du (2015); Martinez-Ferrero et al.
(2017, 2018)

2 (7.69%) Negative Graafland (2020); Madden et al. (2020)

2 (7.69%) Not clear Kim and Lee (2018); Samara et al. (2018)

Non-financial
(external) 4
3 (75.00%) Positive Du (2015); Ge and Micelotta (2019); Martinez-Ferrero
etal. (2018)

0 (0.00%) Negative -

1 (25.00%) Not clear Richards et al. (2017)

N = 98 antecedent-related articles

Since a family firm consists not only of a family subsystem but also of a firm subsystem,
we also found studies that examined the influence of general firm antecedents on CSR activities
in our sample (see Table 2.5). These focus mainly on (internal) non-financial antecedents pre-
dominantly examining the effect of governance (e.g., El-Kassar et al., 2018; Campopiano et al.,
2014; Terlaak et al., 2018) and non-family management (e.g., Martinez-Ferrero et al., 2017; Oh
etal., 2019; Samara et al., 2018) on family firms CSR activities. With only two studies examining
the effect of financial antecedents, it is apparent that there is still a need for further research.
Regardless of the fact that firm antecedents play a rather minor role in our sample, they show that
family firms draw resources from two subsystems (i.e., family and firm). The more resources the
family firm system can accumulate from both subsystems, the more likely a family firm is to
engage in CSR (Fitzgerald et al., 2010). Consequently, the likelihood of finding a positive effect
on CSR activities increases when using an operationalization of the family antecedents better
reflects the integration of family resources (i.e., familiness) within the family firm system
(Sharma and Sharma, 2011). This is consistent with SFBT, which states that a family firms draws
on resources from both the family and the firm in order to respond to internal and external dis-

ruptions.
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2.4.3.2 Family firm outcomes

In total, 25 studies within our sample (23.36%) examined the outcome side of CSR. Of
these, nine articles (8.41%) dealt exclusively with outcomes, while 16 (14.95%) dealt with both
antecedents and outcomes simultaneously. As in the case of antecedents, we also subdivided them
into family and firm outcomes in accordance to the SFBT. In this regard, no study was found
examining family outcomes empirically. The reason for this might be that CSR is a firm level
concept and research therefore primarily focuses on firm level outcomes as well. We categorized
the outcomes of the firm system according to the firm antecedents as defined by Holt et al. (2017)
into financial outcomes, internal and external non-financial outcomes (see Table 2.6). From a
familiness perspective, a family firm should be able to better utilize the outcomes of CSR than

non-family firms due to their superior resource base (Weismeier-Sammer et al., 2013).

Table 2.6 Firm outcomes

Firm outcomes Effect of CSR Representative studies
Financial 17
10 (56.25%) Positive Ahmad et al. (2020); Niehm et al. (2008); Pan et al.
(2018)

2 (12.50%) Negative Choi et al. (2019); Lin et al. (2020)

5 (31.25%) Not clear Dangelico (2017); Doluca et al. (2018); Liu et al.
(2017)
Non-financial
(internal) 7
6 (85.71%) Positive Antheaume et al. (2013); Craig and Dibrell (2006);
Wagner (2010)

0 (0.00%) Negative -

1 (14.29%) Not clear Doluca et al. (2018)

Non-financial
(external) 6
3 (57.14%) Positive Ahmad et al. (2020); Panwar et al. (2014); Samara and
Arenas (2017)

2 (28.57%) Negative Hsueh (2018); Martinez-Ferrero et al. (2018)

1 (14.29%) Not clear Zientara (2017)

N = 25 outcome-related articles

Chronologically, the first outcome-related studies emerged after research on family firm
antecedents had already gained momentum. Niehm et al. (2008) were the first to examine finan-
cial CSR outcomes (i.e., firm performance), and Wagner (2010) was the first to examine non-
financial CSR outcomes (i.e., innovation activities). Interestingly, there is a very balanced rela-

tionship between financial and non-financial outcomes compared to antecedents’ related research.
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Thus, nine studies show that family firms improve their financial outcomes such as cost of capital
(Wu et al., 2014) or return on new products (Kashmiri and Mahajan, 2014a), but mainly focus on
the firm’s general performance (e.g., Adomako et al., 2019; Choi et al., 2019; Kashmiri and Ma-
hajan, 2014b). Internal non-financial outcomes where family firms perform better are internal
capabilities (Ahmad et al., 2020), longevity (Antheaume et al., 2013; Samara and Arenas, 2017)
or innovation performance (Biscotti et al., 2018; Craig and Dibrell, 2006; Wagner, 2010). Exter-
nal non-financial outcomes are those like firm reputation (Samara and Arenas, 2017; Zientara,
2017), credibility (Hsueh, 2018; Panwar et al., 2014), or customer orientation (Ahmad et al.,
2020).

Remarkably, most outcome-related studies found that family firms generate better re-
sults from CSR activities than non-family firms indicating that family firms are better in utilizing
CSR. One study finding a negative effect in terms of non-financial outcomes is that of Martinez-
Ferrero et al. (2018), who analyses the effect of CSR disclosures on information asymmetries
between family and minority investors. They find that while CSR disclosures normally reduce the
asymmetries between both parties, family owners use their power in order to take advantage out
of it and do not inform minority investors adequately. Thus, family ownership reduces the effect
between CSR disclosures and information asymmetry (Martinez-Ferrero et al., 2018). This shows
that the resources out of the family subsystem does not automatically lead to a better utilization
of CSR activities. In this case, it seems rather as if the owning family uses its influence to maintain

its power over its own company, and thus its SEW (Zientara, 2017).

Although the idea of empirically examining the extent to which CSR outcomes differ
between family and non-family firms is still very young, an increase in research activity can be
seen since 2014. This shows that the importance of this research angle is increasingly being rec-
ognized (Kuttner and Feldbauer-Durstmiiller, 2018). In order to increase the relevance of new
outcomes-related studies, we recommend looking at family outcomes. According to the SFBT a
family firm consist of the subsystems firm and family (Stafford et al., 1999), and both subsystems
profit from the family firm performing well. Even though family outcome’s importance was
sometimes referred to in the reviewed literature (e.g., Campopiano and De Massis, 2015; Niehm
et al., 2008; Zientara, 2017), we did not find research providing empirical information on whether
CSR-improved stakeholder relations have an impact on such outcomes. Thus, Déniz Déniz and
Carbrera Suarez (2005) already report that owning families are personally affected by the rela-
tionships with the stakeholders of the firm, since they are inseparable from it. Furthermore, the
findings of Aragon-Amonarriz et al. (2019), who conclude that owning family derives honors
from socially responsible behavior, could also act as a starting point for family outcome-related

CSR research. We state that it is essential for research on CSR in family firm to extant its scope
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and start to understand “how organizations influence actors’ families” (Jaskiewicz et al., 2017, p.

309).

2.4.3.3 Contextual factors

The SFBT theorizes that a family firm can cope with environmental factors much better
than a non-family firm, since it can draw from family resources and therefore becoming more
resilient to external disruptions (Stafford et al., 1999). In order to better understand the heteroge-
neous findings—especially on the antecedents’ side of research—research has therefore increas-
ingly looked at factors outside the family firm system. Thus, we devoted a further category to
contextual factors (i.e., institutional pressure and community embeddedness), which affect the
relationships between family firm antecedents and CSR activities of family firms (see Table 2.7)

and are to be located outside the two subsystems family and firm.

Table 2.7 Contextual factors

Contextual factors Effect on CSR Representative studies
Institutional
pressure 19

14 (73.68%) Positive Labelle et al. (2018); Maggioni and Santangelo
(2017); Zamir and Saeed (2020)

1 (5.26%) Negative Lopez-Gonzalez et al. (2019)

4 (21.05%) Not clear Cuadrado-Ballesteros et al. (2015); Dayan et al.
(2019); Le Breton-Miller and Miller (2016)

Community
embeddedness 9
9 (85.71%) Positive Berrone et al. (2010); Dekker and Hasso (2016);
Peake et al. (2017)

0 (0.00%) Negative -

0 (0.00%) Not clear -

N =107 articles

A fundamental assumption of studies analyzing the effect of institutional pressure on
family firms is that owning families are more sensitive to institutional pressure than other non-
family owners leading to a greater tendency to implement the requirements of external stakehold-
ers (Ge and Micelotta, 2019). The reason for this is that owning family’s assign a higher im-
portance to the firm image, as it partly transfers to them (Amidjaya and Widagdo, 2020; Discua
Cruz, 2020; Labelle et al., 2018; Zientara, 2017), especially if the firm shares the same name as
they do (Abeysekera and Fernando, 2020; Uhlaner et al., 2004; Kashmiri and Mahajan, 2010) and
when the transgenerational orientation is high (Bammens and Hiinermund, 2020; Pan et al., 2018).

Following the argumentation of the SFBT, an owning family will therefore be more willing to
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provide family resources to the family firm system in order to meet the institutional pressure for

CSR activities.

Although most studies show a positive effect of institutional pressure on CSR activities,
it appears evident that how sensitive a family firm reacts to external pressure depends on the
region (Ertuna et al., 2019; Ge and Micelotta, 2019; Labelle et al., 2018; Zamir and Saeed, 2020).
Thus, while the first studies conducted with US American datasets between 2003 and 2013, the
economic relevance of the Asian continent increased over the last years leading to an increase of
CSR-related family firm studies applying Asian datasets since 2009 (see Table 2.8). While studies
using US American data mostly showed positive effects of family antecedents on CSR, the in-
creasing number of Asian studies in recent years more frequently also show a negative effect

(Biswas et al., 2019; E1 Ghoul et al., 2016; Huang et al., 2009; Muttakin and Khan, 2014).

Table 2.8 Regions from which the research emanated

Region Before 2001 2001-2005 2006-2010 2011-2015 2016-2020 Total
International 0(0.00%) 1(0.93%) 0(0.00%) 2(1.87%) 11(10.28%) 14 (13.08%)
USA 1(0.93%) 0(0.00%) 9(8.41%) 11(10.28%) 11 (10.28%) 32 (29.91%)
Central-America 0 (0.00%) 0 (0.00%) 0(0.00%) 0(0.00%) 3 (2.80%) 3 (2.80%)
Australia 0(0.00%) 0 (0.00%) 0(0.00%) 0(0.00%) 1(0.93%) 1(0.93%)
Europe 0(0.00%) 3(2.80%) 0(0.00%) 6(5.61%) 13 (12.15%) 22 (20.56%)
Asia 0(0.00%) 0(0.00%) 1(0.93%) 5(4.67%) 22 (20.56%) 28 (26.17%)
Africa 0(0.00%) 0 (0.00%) 0(0.00%) 0(0.00%) 1(0.93%) 1(0.93%)
Conceptual 0(0.00%) 0(0.00%) 1(0.93%) 1(0.93%) 4(3.74%) 6(5.61%)
Total 1(0.93%) 4 (3.74%) 11 (10.28%) 25 (23.36%) 66 (61.68%) 107 (100.00%)

This can be attributed to the fact that the cultural values in the USA—but also other
Western countries—are highly stakeholder-oriented and based on “liberal democratic rights, jus-
tice and societal structures” (Amann et al., 2012, p. 331) leading to a high institutional pressure
for firms to comply accordingly (Campopiano and De Massis, 2015; Dekker and Hasso, 2016).
Since the Asian countries have a more shareholder-oriented culture, the social pressure to become
CSR compliant has not yet been as strong, as in already in the US or Europe (El Ghoul et al.,
2016). Thus, owning families tend to focus stronger on their own financial well-being and conse-
quently more often neglect CSR than non-family firms (e.g., Biswas et al., 2019; Du, 2015; Du et
al., 2016; Muttakin and Khan, 2014).

It is noteworthy that the relevance of institutional setting is more pronounced in studies
analyzing large firms. For SMEs, studies more usually adopt the idea of community embed-
dedness. This perspective shifts the focus away from institutions and rather looks at the interper-

sonal ties of the owning family within their local community. We therefore found nine studies
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explicitly covering the impact of family community embeddedness on family firm’s CSR (e.g.
Fitzgerald et al., 2010; Laguir et al., 2016; Peake et al., 2017). These publications argued that
family-owned SMEs use CSR as a strategic tool to influence the perception of external stakehold-
ers (i.e., local community) positively which, in turn, leads to closer relationships between them
(Lamb et al., 2017; Uhlaner et al., 2012). Interestingly all studies unanimously agree on family

firms reacting positively towards it.

As already noted by Block and Wagner (2014a, 2014b), CSR-oriented research is scarce
on family-owned SMEs. What can be studied with large, often multinational firms by means of
institutional pressure, is with SMEs the pressure of the local community. What is interesting here
is that it seems that this pressure also has a strong influence on behavior in developing countries,
which is often not observed in large companies. Due to the image spillover from firm to family,
an owning family is more motivated to engage in CSR than non-family firms (Kashmiri and Ma-
hajan, 2010). Thus, family-owned SMEs are often found to be more CSR compliant than SMEs
that are not family-owned. Overall, it can be said that context helps to better understand the effects

of the above mentioned family firm antecedents and to resolve to some extent the heterogeneity.

2.4.3.4 Corporate social responsibility activities

Furthermore, we examined which CSR activities were used in the studies of our samples
and to what extent their antecedents and outcomes differed from each other. According to Elking-
ton’s (1998) triple bottom line approach, we classified the applied CSR measures into environ-

mental-, economic-, and society-related CSR activities (see Table 2.9).

Environmental-related CSR activities are those that aim to reduce or compensate for
environmentally harmful behavior, e.g. by fostering ecologically sustainable innovations (Bam-
mens and Hiinermund, 2020), adapting green investment strategies (Dou et al., 2019), or adopt
their behavior according to the standards of eco-certifications (Delmas and Gergaud, 2014). Eco-
nomic-related CSR activities favor those stakeholders who have a direct relation to the value cre-
ation of the company, e.g., employees (e.g., Bennedsen et al., 2019; Block, 2010; Cruz et al.,
2019; Zheng et al., 2017), customers (e.g., Bingham et al., 2011; Block and Wagner, 2014b; Dan-
gelico, 2017), or suppliers (e.g., Campopiano and De Massis, 2015; Graafland, 2020; Uhlaner et
al., 2004). Society-related CSR includes generalized activities such as donations (Bhatnagar et
al., 2020), attention to important and pressing issues of the community (Bingham et al., 2011), or
the support of non-profit organizations (Uhlaner et al., 2004). Through these activities, firms man-
age to maintain or even strengthen the relationships with different stakeholders to the extent that

they can considerably increase their own competitive position (Wagner, 2010).
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Table 2.9 Corporate social responsibility activities in family firms

CSR activity Effect in family firms Representative studies
Aggregated CSR 53
31 (58.49%) Positive Fitzgerald et al. (2010); Gallo (2004); Memili et al.
(2020)
12 (22.64%) Negative Biswas et al. (2019); Hsueh (2018); Muttakin and Khan
(2014)
10 (18.86%) Not clear Bergamaschi and Randerson (2016); Iyer and Lulseged
(2013); Zientara (2017)
Environmental-
related CSR 23
13 (56.52%) Positive Block and Wagner (2014b); Delmas and Gergaud
(2014); Terlaak et al. (2018)
5 (21.74%) Negative Amann et al. (2012); Dekker and Hasso (2016);
Nadeem et al. (2020)
5 (21.74%) Notclear Adomako et al. (2019); Kim and Lee (2018); Doluca et
al. (2018)
Economic-
related CSR 20
14 (70.00%) Positive Cruz et al. (2019); Kashmiri and Mahajan (2014a); L6-
pez-Gonzalez et al. (2019)
4 (20.00%) Negative Amann et al. (2012); Nadeem et al. (2020); Zheng et al.
(2017)
2 (10.00%) Not clear Campopiano and De Massis (2015); Cruz et al. (2014)
Society-
related CSR 12

10 (83.33%) Positive
0 (0.00%) Negative

2 (16.67%) Not clear

Bingham et al. (2011); Niehm et al. (2008);
Sahasranamam et al. (2020)

Amann et al. (2012); Kim and Lee (2018); Block and
Wagner (2014b)

N =107 articles

23 articles were allocated to environmental-related CSR (21.30%), 20 to economic-re-

lated CSR (18.52%) and twelve articles to society-related CSR (11.11%). Furthermore, we found

that with 53 articles (49.07%) the majority of the research is based on CSR measures that do not

differentiate between different activities but rather basically average the different activities in one

measure (e.g., Gallo, 2004; Hsueh, 2018; Iyer and Lulseged, 2013; McGuire et al., 2012). Looking

at the different antecedents and outcomes of the family and firm subsystem through the lens of

the different CSR activities, a well balanced view can be identified. None of the CSR activities

tend to focus on specific antecedents or outcomes and there are also no major differences in the

direction of effect between the activities. It can be concluded that the corresponding CSR activi-

ties have not yet been sufficiently differentiated in family firm research. The disproportionately

large number of articles that do not distinguish between different CSR activities also shows this.
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After all, each CSR activity entails different activities and target groups, which should conse-

quently also result in different antecedents and outcomes.

2.5 Future directions of research

Using the SFBT, we visualized the results of our data sample in Figure 2.2. Our litera-
ture review shows that much research has been done on CSR antecedents, especially on family
antecedents. Outcome-oriented CSR research accounts for a rather small, but growing part of the
research field. We were also able to identify studies focusing on contextual factors and how family
firms respond to them in regard to CSR. In terms of the catalytic role of CSR in family firms, we
found that research has not yet been sufficiently differentiated to be able to determine which spe-
cific CSR activities (i.e., environmental-, economic- or society-related) are driven by which fam-
ily firms antecedents and which family firm outcomes they promote. To gain further insights, we
propose nine research questions for future exploration. Their examination will open those “black
boxes” and consequently will lead to clarify important aspects of family firms CSR activities (see

Table 2.10).

Figure 2.2 Model of antecedents and outcomes of CSR in family firms

Contextual factors

Family firm antecedents Corporate social Family firm outcomes
responsibility v
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Table 2.10 Research questions

RQla  Which firm antecedents (i.e., firm resources) link/forge the association between family ante-
cedents (i.e., family resources) and CSR activities?

RQ1b  Which conflicts can arise during the resource transaction between family and firm subsystem
and how does this affect CSR activities?

RQ2 Which family outcomes (i.e., family resources) can an owning family generate through the
CSR activities of its firm and how do those affect the family firm’s CSR activities in subse-
quent periods?

RQ3a  Which firm outcomes (i.e., firm resources) link/forge the association between CSR activities
and family outcomes (i.e., family resources)?

RQ3b  Which conflicts can arise during the resource transaction between family and firm subsystem
and how does this the family firm’s CSR outcomes?

RQ4 Which contextual factors affect the relationship between CSR activities and outcomes (i.e.,
family and firm outcomes) of family firms?

RQ5a  Which CSR activities (e.g., environmental, economic, or society-related) link which anteced-
ents (i.e., family and firm antecedents) and outcomes (i.e., family and firm outcomes)?

RQ5b  How and why do CSR activities link antecedents and outcomes of family firms?

RQ6 How and why do CSR activities increase the longevity of family firms?

Family firm research traditionally focuses on the examination of family antecedents and
only marginally includes firm antecedents in their models. The effects of both family and firm
antecedents on CSR is mostly examined independently. For example, Marques et al. (2014) show
that family involvement (identification and commitment) and family values have a positive effect
on CSR activities, but do not examine the extent to which family and firm antecedents interact
with each other. Peake et al. (2017), Sharma and Sharma (2011) and Uhlaner et al. (2012) apply

similar conceptual frameworks.

Following the SFBT, we know that the higher the influence of the owning family within
its firm, the greater the interaction between family and firm, and the more resources can be trans-
ferred between both (Stafford et al., 1999). When family resources are transferred to the firm
subsystem, familiness is generated providing the family firm with a larger resource base, ulti-
mately leading to a competitive advantage in the long term (Frank et al., 2017; Habbershon and
Williams, 1999; Weismeier-Sammer et al., 2013). These theoretical assumptions are implicitly
applied in the work of Aragén-Amonarriz et al (2019), who explain that owning families involved
within the firm introduce responsible behavior which will eventually being repaid by its stake-
holders. According to them, the family’s social capital is a key driver for family firms CSR activ-

ities and competitiveness.

What has not yet been examined so far is that the permeability of the two subsystem
boundaries and how those affect the effectiveness of the resource transaction. Utilizing the system
theoretical perspective of the SFBT, we theorize that the permeability of the subsystems bounda-
ries can differ. Depending on how strong the subsystem boundaries are, the impact of family

antecedents (i.e., family resources) can be more or less effective on firm antecedents (i.e., firm
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resources). If the permeability of the subsystems is low, resources can easily be transferred from
one subsystem to another, while such a transaction will be more difficult when the permeability
of the subsystems boundaries is high (Danes et al., 2008; Hernes and Bakken, 2003). This perme-
ability, however, can change, e.g. if the non-family management wants to preserve their personal
power within the firm subsystem and therefore tries to hamper integration of family’s resources.
This would mean that the potentially positive effect of family resources (i.e., familiness) could

not fully unfold, not only on CSR, but also in general.

Thus, although we found that future family firm research should especially focus on the
outcome angle of CSR, we believe that the antecedent’s angle of research should be developed
more sophisticated. In this regard, we also propose to examine which factors could hamper the
transaction of family and firm subsystem resources between the subsystems and whether this

could affect the CSR activities of family firms.

RQl1a: Which firm antecedents (i.e., firm resources) link/forge the association
between family antecedents (i.e., family resources) and CSR activities?

RQ1b: Which conflicts can arise during the resource transaction between family
and firm subsystem and how does this affect CSR activities?

Although family firm research for a long time only focused on the examination of ante-
cedent angle of CSR, more and more studies emerged examining the outcome side of CSR in
family firms over the last years. As shown, those findings explicitly deal with financial and non-
financial firm outcomes and only theorize about family outcomes without empirically studying
them. We explain the empirical focus on firm level outcomes due the fact that CSR is a firm level
construct and that it is therefore a natural thing to first address the firm outcomes of CSR in family

firms.

It is, however, an assumption of the SFBT that while family and firm share their re-
sources to some extent, the family and the firm pursue their specific goals separately. Thus,
Campopiano and De Massis (2015) state that owning families can profit by the image enhancing
effect of CSR themselves by an increased family image. Furthermore, Aragén-Amonarriz et al.
(2019) conclude that family honorableness is one of the outcomes of family firm’s CSR activities,
therefore already hinting towards to the fact that CSR also generates family outcomes. However,
the question of which family outcomes can be generated or how they are achieved through CSR
has not yet examined. Since this stream of research in family firm CSR has not yet been devel-
oped, we recommend exploratory (i.e., qualitative) work in this area to determine which family
outcomes an owning family is trying to achieve through CSR. Jaskiewicz and Dyer (2017) rec-
ommend drawing on the various disciplines of family science. A more sophisticated analysis of
what moves a family independently of its firm goals could help to determine what an owning

family might hope to achieve through CSR.
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Taking a closer look at the implicit assumptions made by the reviewed studies on family
outcomes (e.g., family harmony, family well-being), we find indications that a family firm’s CSR
could also have an impact on the owning family itself (Niehm et al., 2008). We assume that if the
owning family would not receive family outcomes through CSR activities, they would not provide
more resources to the firm in order to conduct more CSR and would rather use them elsewhere.
As the family and the firm are overlapping subsystems mutually affecting each other, the question
remains which family outcomes (e.g., family harmony, family well-being) are actually achieved.
Following Jaskiewicz and Dyer (2017), the question arises to what extent these family outcomes
act in subsequent periods as family antecedents. Thus, positive family outcomes can lead to the
prevention of negative family events (e.g., divorce), which enables the owning family to provide

more family resources to the family firm in subsequent periods.

RQ2: Which family outcomes (i.e., family resources) can an owning family gen-
erate through the CSR activities of its firm and how do those affect the
family firm’s CSR activities in subsequent periods?

Although family outcomes were only implicitly examined, research only implicitly in-
dicate that CSR-related family outcomes are generated through the utilization of firm outcomes
(e.g., Aragdon-Amonarriz et al., 2019; Campopiano and De Massis, 2015; Déniz Déniz and Car-
brera Suarez, 2005; Niehm et al., 2008; Zientara, 2017). It is a fundamental assumption of SFBT
that resources can be exchanged between family and firm as soon as the overlap of both subsys-
tems is large enough. This means that the family firm has a larger resource base than a non-family
firm, since it can additionally draw from the family resources of the owning family. Since the
resource transaction between the two subsystems can also be performed from firm to family, this
implies that the owning family can also benefit from the firm’s financial and non-financial out-

comes of CSR.

However, as in the case of the antecedents it is also important to consider on the out-
comes side that boundary permeability of the subsystems can hinder the effectiveness of the re-
source transaction. For example, there are studies that examine the extent to which majority share-
holders withdraw resources from a company at the expense of minority shareholders (Welford,
2007). This so-called tunneling disadvantages minority shareholders, which, due to their limited
influence, are not able to protect themselves against the majority shareholders (Dal Maso et al.,
2020; Sahasranamam et al., 2020). Therefore, the transfer of firm resources (especially financial
or social capital) could lead to the firm subsystem decreasing its permeability in order to hamper

the flow of resources to the family subsystem.

Although we propose to put a higher emphasize on firm outcomes, we propose that
outcomes-related CSR research should also include how family outcomes are affected by CSR.

For example, it could be examined whether an increase in the firm’s performance through CSR
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also leads to an increase in the family’s well-being. Another idea would be to examine whether a
through CSR improved firm image leads to more social capital for the owning family. In this
regard, we also propose to examine to what extent conflicts occur between both family and firm

and to what extent this process influences the generation of family outcomes.

RQ3a: Which firm outcomes (i.e., firm resources) link/forge the association be-
tween CSR activities and family outcomes (i.e., family resources)?

RQ3b: Which conflicts can arise during the resource transaction between family
and firm subsystem and how does this the family firm’s CSR outcomes?

According to the SFBT, family and firm resources are used to overcome not only inter-
nal but also external disruptions. In this regard, research has found that family firms are more
sensitive to external contextual factors (Uhlaner et al., 2004) and are also more adaptive to them
due to their unique set of resources. As for the antecedents of CSR, research has shown that insti-
tutional pressure and community embeddedness increase the likelihood that family firms engag-
ing in CSR (Ge and Micelotta, 2019). The greater the pressure from contextual factors to engage
in CSR, the more likely family firms are to mobilize their family resources for the firm (e.g.,

Maggioni and Santangelo, 2017; Berrone et al., 2010; Zamir and Saeed, 2020).

Research shows that this pressure varies greatly from region to region (Ertuna et al.,
2019; Labelle et al., 2018). While it tends to be high in the USA and Europe, it tends to be low in
Asian countries (Welford, 2007). However, since the economic relevance of the Asian continent
increased over the last years and the economic relationships between Asian countries and the
Western world became more relevant as well. Muttakin and Khan (2014) found that many Asian
firms by now use CSR as a signal to foreign investors that they do have more pronounced gov-
ernance structures compared to their region competitors (Cordeiro et al., 2018). In this regard,
Asian family firms can use their family resources to conduct more CSR and use it as a strategic
tool in order to signal Western investors that they are trustworthy business partners (Du et al.,

2018).

Our analysis shows that research regarding contextual factors is still at its beginnings
and we assume that those could also affect the relationship between CSR activities and its out-
comes. For example, different countries and communities may have different expectations of
owning family with regard to CSR. Family firms could respond more effectively towards those
expectations when expanding or even internationalize than non-family firms, since they have a
greater resource base due to family resources. We therefore encourage future research to look for

and examine contextual factors affecting the outcomes of CSR in family firms.

RQ4: Which contextual factors affect the relationship between CSR activities
and outcomes (i.e., family and firm outcomes) of family firms?
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A central connection that has not yet been addressed is which CSR antecedents lead to
which outcomes. Related to this, the question arises which CSR activities actually link those an-
tecedents and outcomes. Do the firm antecedents also lead to firm outcomes or are there also
crossover connections due to the overlap of family and firm, so that, for example, firm antecedents
generate family outcomes. Another question is if there is a difference between family and firm

antecedents in regard to their effectiveness.

In this regard, it is necessary to consider how and why CSR activities link antecedents
and outcomes. Labelle et al. (2018) theorize that family firms are driven by both economic and
non-economic goals. They argue that the higher the proportion of family ownership, the more
likely it is that firm’s business activities will be aligned with the achievement of economic goals.
Since they attribute a rather non-economic effect to CSR, they argue and also empirically find
that more CSR is conducted at firms with low family ownership, and fewer CSR activities are
conducted at firms with higher family ownership. Interestingly, Terlaak et al. (2018) theorize and
empirically find exactly the opposite by arguing that family firms place a higher emphasis on non-

economic goals when family ownership within the firm increases.

Thus, since many family firms have scarce resources and therefore must use them effi-
ciently in order to survive (Ward, 1997) it is particularly important to understand which CSR
activities have to be used. Following Stafford et al.’s (1999) SFBT, a division of family and firm
could help clarify these issues. Case studies could be used as a method to identify relationships
or disagreements between antecedents and outcomes. Their results could be checked quantita-
tively afterwards using panel surveys to analyze the long-term effect of the measures. In future
research, this black box must be opened up in order to prove which CSR activities help to achieve

which goals and whether family resources can help to achieve those or not.

RQ5a: Which CSR activities (e.g., environmental, economic, or society-related)
link which antecedents (i.e., family and firm antecedents) and outcomes
(i.e., family and firm outcomes)?

RQ5b: How and why do CSR activities link antecedents and outcomes of family
firms?

A central goal of family firms is to ensure that the firm can continue to provide a basis
for the family’s existence even in later generations. While a handful of family firms achieve this
goal, many others do not (Koiranen, 2002). In line with the SFBT, we found that higher family
influence leads to a higher propensity of CSR in family firms, which we trace back to family
resources integrated within the family firm’s resource base. Those help the family firm to respond
more effectively to internal and external disruptions and thus also to generate better outcomes out
of CSR. Among the outcome-related studies, Antheaume et al. (2013) found that CSR is indeed
a factor that positively influences the longevity of family firms, indicating that CSR helps family

firms to succeed over generations.
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In this context, the study of Pan et al. (2018) is particularly noteworthy, since they find
a positive effect of CSR on the post-succession performance of family firms. They theorize that
in order to take over successfully, successors of the owning family need to win the support of
internal and external stakeholders, which they can do by conducting CSR (Bammens and Hiiner-
mund, 2020; Pan et al., 2018). By signaling good intentions to their stakeholders, CSR increases
the motivation of the firm’s stakeholders to interact (Bingham et al., 2011), helping to facilitate
the transfer of the social network from the predecessor to the successor (Aragon-Amonarriz et al.,
2019; Pan et al., 2018; Schell et al., 2020). Thus, CSR is a strategic instrument to increase the
firm’s legitimacy (Chiu and Sharfman, 2011), consequently increasing the probability of a family

firm to handover the firm from one generation to another successfully (Pan et al., 2018).

Accordingly, CSR could actually help a family firm to preserve its resource base during
the handover of the firm, thus contributing to the longevity of the firm. As this is one of the most
crucial issues of family firm research, research proving this assumption empirically would actu-
ally create a business case for CSR in family firms. Therefore, it is essential that this assumption

will be addressed in future research.

RQ6: How and why do CSR activities increase the longevity of family firms?

2.6 Synthesis

2.6.1 Discussion

This systematic literature review has revealed that CSR is still a relatively young phe-
nomenon in family firm research, but has been becoming increasingly relevant over the last years.
Three research questions focusing on family firm’s CSR antecedents and outcomes, but also on
the interaction between both, guided this review. Using Stafford et al.’s (1999) SFBT as a theo-
retical framework, we examined the CSR antecedents and outcomes of a family firm not only
from a family, but also out of a firm perspective. We contribute to the literature through summa-
rizing and integrating our findings in an overarching framework, emphasizing family and firm
antecedents and outcomes, as well contextual factors. Thus, we have been able to reveal the cur-
rent focus of research areas regarding family firm’s CSR antecedents and outcomes (see Figure
2.2), and at the same time have shown which research questions need to be addressed in the future.

In this regard, our review does contribute to the further develop the research field.

First, our study shows that the strategic decision making in regard to CSR is not exclu-
sively tied to the actual family manager, but also to his/her family and the family resources they
provide (Jang and Danes, 2013; Dimov, 2017). The latter depends on the influence the family
exerts on the firm. In this regard, the use of family resources (i.e., familiness) is much more pro-
nounced in smaller firms since it is more likely that an owning family exert its influence on

smaller firms than on larger ones (Danes and Brewton, 2012). Thus, our results show that more
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CSR is implemented when the owning family has a greater influence on the family firm. From a
SFBT point of view, we utilized a resource-based view explaining that family resources increase
the probability of conducting CSR, which could be suitable for revealing further heterogeneity of
family firms. Thus, the different CSR strategies chosen by family firms can be explained by the

different levels of family resources provided by the family subsystem.

Second, according to SFBT, as family influence increases, family firms engage in CSR
to cultivate their relationships with their stakeholders (Fitzgerald et al., 2010; Stafford et al. 1999)
and thereby generate positive firm outcomes and longevity for the family firm by leveraging re-
sources (Kuttner and Feldbauer-Durstmiiller, 2018). As in the case of the antecedents-related
studies, we consequently also examined the outcomes-related studies from a family and firm per-
spective. Concerning studies examining the firm outcomes of CSR in family firms, we have found
a strong focus on non-financial outcomes, whereas financial outcomes have rarely been re-
searched. In regard to firm outcomes, we therefore recommend future research to assign a higher
priority to CSR’s financial firm outcomes. Family outcomes that relate to the needs and goals of
the owning family (Jaskiewicz et al., 2017; Jaskiewicz and Dyer, 2017; Gémez-Mejia et al., 2007)
have not yet been analyzed at all. This is surprising, as the subsystems family and firm form a
unit and the outcomes therefore should have a reciprocal influence (Stafford et al., 1999). Further
research in this area could pinpoint which family-related goals (Chrisman et al., 2010; Kotlar and

De Massis, 2013) family firms can achieve through CSR.

Third, while our literature review has shown that family influence increases the likeli-
hood of CSR activities within family firms, which consequently increase the probability of
achieving higher firm outcomes, we could not answer how CSR links those both categories. Thus,
the question about the catalytic role of CSR remains a black box. Since family firms need to know
which antecedents can help them to achieve their goals (i.e., family and firm outcomes) by which
CSR activities, this is a crucial question to answer. If this is not clarified, family firms might not
invest the optimum set of family and firm resources into CSR activities, since they do not know
if those investments actually lead to the strategic advantage they wanted to generate. This is es-
pecially important for family-owned SMEs, which have considerably fewer resources available
than their larger competitors. As the field of CSR research continues to advance, family firm
researcher, but also those studying non-family firms should remember that research questions

require more than an antecedent and an outcome.

Next to contributions regarding family firms, there are also contributions for non-family
firms. Since we understand CSR as a strategic management tool to achieve outcomes (Kuttner
and Feldbauer-Durstmiiller, 2018; Kuttner et al., 2021), non-family firms should also reflect upon
their CSR antecedents from a resource-based view. However, the general management literature
also lacks in-depth analyses of how desired outcomes are achieved by conducting CSR (Kong et

al., 2020). Also in non-family firms, different motivations can lead to different business activities
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being taken and it is worthwhile to look more deeply at the human element, e.g. of managers.
Thus, especially in non-family-owned SMEs, managing partners can have a high psychological

ownership acting as an antecedent for the firm’s CSR activities (Pierce et al., 2001).

In general, to better integrate the family as an organizational actor into management
research, Jaskiewicz et al. (2017) called for a stronger integration of family science into this re-
search. Family science uses knowledge coming “from various disciplines such as psychology,
sociology, and education” (Jaskiewicz et al., 2017, p. 309) and, therefore, could provide new
theoretical and empirical insights for the explanation of CSR’s family outcomes. Since it can be
assumed that family firms do not conduct CSR purely out of charity, but also to achieve specific
outcomes (Zientara, 2017), this area of research offers many opportunities for future family firm-
related studies. Furthermore, a holistic theoretical framework such as Stafford et al.’s (1999)
SFBT that takes into account the unity of family and firm as well as a permanent exchange of
resources could help. This theory assumes that the resource are transferred between the family
and the firm subsystem depending on how much those subsystems overlap (Danes et al., 2008;
Fitzgerald et al., 2010). By identifying the reasons for a stronger or weaker resource transaction,
it might be possible to explain some of the heterogeneity with respect to family firms CSR be-

havior.

There is a lot of research about CSR in family firms. However, in current research quan-
titative empirical approaches dominate research activities on CSR in family firms. In order to
develop family firm-specific explanatory approaches for the influence of the family on firm an-
tecedents and the function of translation from drivers to outcomes and the emerge dynamics, we
encourage subsequent research to draw more on qualitative empirical research, for example, in
the form of case studies and experiments (De Massis and Kotlar, 2014; Lude and Priigl, 2021). In
particular, as research in family-owned SME:s is still underrepresented (Miller and Le Breton-
Miller, 2007), this approach should be conducted within this type of company. Research in the
field of large companies cannot be transferred one-to-one to SMEs (Faller and zu Knyphausen-
Aufsef3, 2018; Uhlaner et al., 2012), as the involvement and integration of the family is different
(Miller and Le Breton-Miller, 2007), which leads to a different use of resources as well as goals
(Block and Wagner, 2014b; Niechm et al., 2008). Qualitative empirical research could help to
fathom the underlying motivations of family firms in relation to CSR outcomes. We also propose
that such research should focus more on the role of the owning family and its individual members.
Research considering this could break down the current barriers of the research field and develop

it further.
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2.6.2 Practical implications

Such findings are also important for practice since family firm’s managers can learn
that family influence and CSR activities can be beneficial for the firm. First, our study shows that
through an owning family’s influence on the firm subsystem, family resources (e.g., financial,
human, and social capital) are integrated into the firm helping to conduct CSR activities. It is
therefore advantageous for the manager of a family firm to allow the owning family to be in-
volved. Nevertheless, we assume that there may be friction between the family and firm subsys-
tem (see research question 1b) and that the integrated family firm resources may therefore not
reach their full potential. Although they should allow family resource to be integrated, we recom-
mend that family firm managers monitor the interactions family and firm closely and establish
boundary management in the case of tensions between the two. It is also useful to seek outside
advice and bring in an independent consultant if the problems are too severe. Our results can be
of great relevance not just for the family firms, but also for the economic policy-makers, and
consequently the economies of their respective countries. The higher inclination for CSR activi-
ties can generate positive financial and non-financial outcomes that help a company to become
profitable. In particular, CSR activities that are directly related to business (i.e., economic-related
CSR) can be beneficial for the firm. Regardless of the positive effect of family influence, our
study shows that it makes sense to conduct CSR if a company wants to be successful in the long

run.

2.6.3 Limitations

Following Tranfield et al.’s (2003) systematic literature review approach has helped us
to expand the field of research, even if also accompanied by certain limitations. When using a
selection of databases, there is the possibility that not all relevant papers have been considered.
However, this limitation is counterbalanced in part by the clear description of the databases, which
also makes the analysis more comprehensible. Despite our systematic approach for searching and
analyzing relevant publications, subjectivity cannot be fully excluded. Nonetheless, this subjec-
tivity has also helped us to identify lacuna, and proffer important questions, which we hope will
open up future research of CSR in family firms. Second, we limited our literature search to family
firms. It could be that there is some research in the field of family science that could further
explore the effects between family and firm as well as CSR activities that has not been considered
by this review. Third, our chosen theoretical framework may have an impact on the analysis and
evaluation of the articles consulted. Therefore, we have clarified our basis of interpretation by

explaining the theory and the underlying mechanism in detail.
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2.64 Conclusion

We postulate that research on CSR outcomes is necessary to be able to evaluate the
effectiveness of family and firm antecedents. It can also provide further insight into the unity of
the family and the firm, especially its use of resources to achieve certain goals. These results lead
to a better understanding of the heterogeneity of family firms. Likewise, in future research, these
approaches can also be applied to non-family firms, since here, too, managers have a connection
to the firms and can help determine the success of the firm through their use of resources such as
social and human capital, which in turn enhances their reputation. With this literature review, we

would like to motivate you to continue looking at the topic of CSR from different perspectives.
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tivities in family-owned small and medium-sized enterprises

Christoph Stock * Stefan Hossinger * Arndt Werner

Abstract

Family-owned small and medium-sized enterprises (SMEs) are rarely the subject of corporate
social responsibility (CSR) research. Using a comprehensive dataset of 203 German family-
owned SME:g, this study proposes and tests a model in which familiness (FAM) is a crucial driver
of CSR activities. Specifically, our findings reveal that an increase in FAM is positively related
to three specific CSR activities: employee-, customer-, and society-related CSR. As hypothesized,
our results also show that the FAM effect is weaker on employee- and customer-related CSR

activities in family-owned SMEs with a strong organizational identity.

Keywords: Family-owned SMEs, familiness, organizational identity, CSR.
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3.1 Introduction

Family firms create organizational practices favoring long-term relationships with in-
ternal and external stakeholders to promote the successful management of their firm (Chua et al.,
1999; Le Breton-Miller and Miller, 2006; Venohr et al., 2015). These practices often result in
increased corporate social responsibility (CSR) activities compared to non-family firms (Ca-
navati, 2018; Faller and zu Knyphausen-Aufse3, 2018; Vazquez, 2018), through which they can
increase stakeholder confidence and loyalty (Aguinis and Glavas, 2012; Kervyn et al., 2012).
Thereby achieving greater managerial authority (Leoni, 2017), greater employee productivity
(Wang et al., 2017), and possibly increased innovation output (Wagner, 2010), facilitating suc-
cessful economic outcomes (Orlitzky et al., 2003). The financial success is particularly significant
for family-owned small and medium-sized enterprises (SMEs), where the firm is often the fam-

ily’s primary income source (Castejon and Lopez, 2016).

Although early research suggested that family-owned SMEs use CSR to further eco-
nomic goals (Déniz Déniz and Cabrera Suarez, 2005; Niehm et al., 2008; Uhlaner et al., 2012),
more recent studies have tended to explain a family firm’s motivation in using CSR through the
application of socioemotional wealth (SEW) (e.g., Canavati, 2018; Cruz et al., 2014; Fehre and
Weber, 2019; Vazquez, 2018; Zientara, 2017). Introduced by Gémez-Mejia et al. (2007), the con-
cept of SEW refers to the owning family’s non-economic motives, “such as identity, the ability
to exercise family influence, and the perpetuation of the family dynasty” (Gémez-Mejia et al.,
2007, p. 106). Since the introduction of this theoretical concept, research has tended to use SEW
to explain how owning families promote CSR in the pursuit of non-economic goals, such as le-
gitimizing family control over the firm, or by increasing the owning family’s image towards ex-

ternal stakeholders (Cennamo et al., 2012; Cruz et al., 2014; Labelle et al., 2018; Zientara, 2017).

Despite this current focus on SEW and emphasis on non-economic goals, our paper
theorizes that familiness (FAM) can also increase the probability of family-owned SMEs con-
ducting CSR to further their economic goals. FAM emphasizes the economic effects of family
influence by utilizing a resource-based view (Habbershon and Williams, 1999) and defining a
family firm by drawing from the systems theory which states that a family firm is a social system
consisting of two subsystems: family and firm (Frank et al., 2017). The greater the FAM, the
stronger the influence of the family subsystem upon the firm subsystem. Consequently, FAM
increases family resources (i.e., financial, human, or social capital) into the family firm system
(Habbershon and Williams, 1999; Weismeier-Sammer et al., 2013). Using the concept of FAM,
we challenge the predominant assumption that SEW is the main CSR driver in family-owned

SMEs.

45



3 Familiness, organizational identity strength, and corporate social responsibility

Following Bingham et al. (2011), we also propose that the strength of organizational
identity (OI)—described as when firm values are “widely shared and deeply held by organiza-
tional members” (Kreiner and Ashforth, 2004, p. 8)—is another crucial factor to be taken into
consideration when analyzing a family firm’s CSR activities. Although Bingham et al. (2011) did
not empirically test their assumptions, they suggested that, due to a stronger OI, family firms with
more significant family influence are more CSR-compliant than family firms with less family
influence. However, Ashforth and Mael (1989) have argued that the more the individuals within
a system identify with it, the more it will close itself to external influences. Based on this, we
propose the stronger the firm’s OI, the less open the firm subsystem, which, in turn, will hamper
the exploitation of family resources introduced through FAM. In studying the relationship be-
tween FAM and CSR, we therefore posit that it is essential to include OI strength and clarify its

consequences in the analysis.

To test our hypotheses, we used a dataset of 203 non-publicly listed, family-owned
SMEs located in Germany and found empirical evidence that an increase of FAM is positively
related to employee-, customer-, and society-related CSR activities. Our results also indicate that
an increase of OI strength within those family-owned SMEs weakens the FAM effect on CSR

activities towards employees and customers.

Despite representing a large part of the business population in any economy, family firm
CSR research often neglects non-publicly listed, family-owned SMEs (Campopiano et al., 2014;
Castejon and Lopez, 2016; Perrini et al., 2007). Therefore, our study aims to shed light on this
group of firms and contribute to the current heterogeneity debate (Jaskiewicz and Dyer, 2017;
Rau et al., 2019) by introducing the FAM perspective, helping to analyze family firm’s economic
motives. Furthermore, by accounting not only for the family but also for firm antecedents, we
take a closer look at the effects that occur along the boundaries of the two subsystems—family
and firm. Thus, our model helps build a better theoretical understanding of family firms by ap-
plying comprehensive theories explaining how family influence affects the behavior of a family-
owned SME when considering that a family firm is a social system. Our results also show that we
need a better understanding of the motives which drive different CSR activities, which is espe-
cially important since future research needs to understand CSR activities’ different antecedents

and outcomes.

The remainder of the paper is structured as follows: The subsequent section discusses
the current research literature and summarizes the empirical findings of prior CSR research in
family firms. Based on this review, we develop our theoretical framework and hypotheses, then
test using ordinary least squares (OLS) regression. The final section discusses our findings and

provides theoretical and practical implications based on our results.
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3.2 Literature overview

CSR can be broadly defined as a company’s voluntary contribution to sustainable de-
velopment above and beyond legal requirements (Carroll, 1999; Dahlsrud, 2008; Van Marrewijk,
2003). Carroll (1999) has identified Bowen’s (1953) work as the foundation for the current schol-
arly understanding of CSR. Bowen (1953) emphasized that companies benefiting from conditions
set within a social framework must give something back to society and that companies should use
their power to assume both economic responsibility and social responsibility. Consequently,
CSR-oriented management does not just mean making charitable donations (Fifka and Reiser,
2015) but is also characterized by the sustainable use of all corporate resources (Carroll, 1999;
Dahlsrud, 2008; Van Marrewijk, 2003). Thus, CSR includes various activities (Turker, 2009) that
help form cooperative networks with internal (i.e., employees) and external (i.e., customers or

society) stakeholders (Orlitzky and Benjamin, 2001; Sen et al., 2006; Luo and Du, 2015).

The growing body of CSR research includes many studies that have examined the fam-
ily ownership or management effect on CSR (e.g., Bingham et al., 2011; Block and Wagner,
2014b; Cuadrado-Ballesteros et al., 2015). Relationships between these factors are often rooted
in the level of family involvement: the more significant the family involvement within family
firms, the less likely there are to be agency conflicts between the owning family and non-family
managers (Fama and Jensen, 1983; Jensen and Meckling, 1976). As agency conflicts decrease,
the owning family is better positioned to enforce its interests regarding CSR within the company.
Although existing literature has found that family firms are generally more socially responsible
than non-family firms, the involvement of an owning family within a firm is not deterministically
related to more CSR (Faller and zu Knyphausen-Aufsef3, 2018). In this context, the observations
of the anthropologist Banfield (1958) are worth mentioning. Banfield (1958) analyzed the behav-
ior of families in a southern Italian town and found that in this family-oriented society, the com-
mon good is sacrificed for the immediate family good. The transfer of this observation to the
corporate area leads to the conclusion that family firms can have an in-built incentive to ensure
that the family always benefits (Cruz et al., 2014; Cui et al., 2018). Following this line of argu-
mentation, family firms use CSR not as a means of altruism but as a strategic tool to pursue

economic or non-economic goals (Labelle et al., 2018).

Recently, research has increasingly focused on CSR fulfilling the owning family’s non-
economic goals, leading to the increased application of the SEW perspective (e.g., Canavati,
2018; Cruz et al., 2014; Fehre and Weber, 2019; Vazquez, 2018; Zientara, 2017). Following the
theoretical assumption that family firms are not necessarily economically driven, there is up-to-
date empirical evidence of some family firms neglecting the maintenance of good relationships
with stakeholders due to their SEW-related concern over a potential loss of family control (Cruz

et al., 2014; Cruz et al., 2019; Cuadrado-Ballesteros et al., 2015). This argument shows that SEW
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can negatively affect CSR activities (Zientara, 2017). However, there is also evidence that SEW
can positively affect CSR when motivated by the family’s need for an enhanced positive image.
Given the positive image spillover from firm to family, owning families concerned about their
image more often adopt proactive stakeholder management in their firms (Block and Wagner,

2014b; Cennamo et al., 2012).

However, most of this research is focused on large, publicly listed family firms
(Campopiano et al., 2014; Castejon and Lopez, 2016; Perrini et al., 2007), which primarily dis-
close a great deal of information about their corporate activities to the public (Baumann-Pauly et
al., 2013; Perrini et al., 2007). Depending on the law of each country, privately-owned family
SMEs often do not have such a disclosure obligation (Laschewski and Nasev, 2021), and as such,
they generate less publicly accessible information regarding their CSR activities. This lack of
transparency could be why researchers have tended to examine the social behavior of large com-
panies more often (Faller and zu Knyphausen-Aufsel3, 2018; Muller, 2020; Karampatsas et al.,
2021). However, since the activities of privately-owned family SMEs are generally less visible to
the public, they have a vastly different incentive structure to that of larger companies (Baumann-
Pauly et al., 2013; Perrini et al., 2007; Soundararajan et al., 2018), and the incentive structure is
often directly influenced by the owning family (Campopiano et al., 2014; Castejon and Lopez).

Therefore, such companies are more pertinent when studying the family influence on CSR.

When the financial wealth of an SME’s owning family is strongly related to that of the
firm (Castejon and Lopez, 2016) and the owning families are heavily dependent on the firm’s
economic success (Fitzgerald et al., 2010; Niehm et al., 2008; Peake et al., 2017), the economic
aspects of CSR become a considerably higher priority. In which case, the CSR activities of fam-
ily-owned SMEs are not exclusively driven by SEW but by the owning family’s economic mo-
tives (Déniz Déniz and Cabrera Suarez, 2005; Labelle et al., 2018; Uhlaner et al., 2012). Corre-
spondingly, owning families often invest family resources (i.e., financial, human, or social capi-
tal) in the firm to galvanize success and ensure the firm’s survival with a possible view to gener-
ational handover (Weismeier-Sammer et al., 2013). Habbershon and Williams (1999, p. 11) de-
fine this phenomenon as FAM describing “the unique bundle of resources a particular firm has
because of the systems interaction between the family, its individual members, and the business,”
which can ultimately affect the family firm’s performance positively (Habbershon and Williams,

1999).

Social capital is crucial to acquiring the necessary resources for long-term economic
success, particularly for resource-scarce SMEs (Spence et al., 2003; Werner et al., 2018). Social
capital refers to an individual’s social network and enables the individual to acquire other re-
sources faster due to trust and reciprocity between the actors (Bourdieu, 1986; Putnam, 1995).

Individuals can accumulate social capital, and so can organizations (Arregle et al., 2007). Leana
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and Van Buren (1999, p. 538) have defined this organizational social capital as “a resource re-
flecting the character of social relations within the firm.” In turn, this social capital can help a
firm access business-essential resources through its social contacts (Cheng et al., 2014). As this
must be sustained, the need for CSR activities to cultivate long-term stakeholder relationships
increases with the SME’s social capital endowment (Borghesi et al., 2019; Peake et al., 2017,
Soundararajan et al., 2018). Considering that CSR helps to form cooperative networks with stake-
holders providing the firm with new business opportunities (Fitzgerald et al., 2010; Niechm et al.,
2008; Peake et al., 2017), we argue that the CSR activities of family-owned SMEs are driven by
the economic rationale of the owning family (Déniz Déniz and Cabrera Suarez, 2005; Labelle et

al., 2018; Uhlaner et al., 2012).

33 Theory and hypotheses

3.3.1 Theoretical framework

The FAM concept combines a systems theory perspective with a resource-based view
(Weismeier-Sammer et al., 2013). The systems theory perspective explains inter-relationships and
exchanges between family and firm (Frank et al., 2017), inclusive of financial, human, and social
capital family resources (Weismeier-Sammer et al., 2013). The resource-based view explains the
success of a family firm through the analysis of its various unique internal attributes, which are
resources that competitors may be unable to emulate (i.e., family resources). From the research
conducted, FAM emerged as an explanation for why some family firms perform better than non-
family firms and indicated the contributing factors are family resources leading to the family

firm’s enhanced economic success (Habbershon and Williams, 1999).

Stafford et al.’s (1999) Sustainable Family Business Theory (SFBT) also draws on both
perspectives and combines them in one theoretical framework. The SFBT proposes that the
greater the owning family’s influence within the firm, the more significant the overlap between
the family and firm subsystems, and the greater the inter-dependencies between them (Danes et
al., 2008; Frank et al., 2017). While the family and the firm pursue their specific goals separately,
the family firm can access the resources of both subsystems. The family and the firm can profit
from each other’s resources via the two subsystems’ symbiosis. Access to the two subsystems can
enable the firm to respond to internally induced (e.g., by employees) and externally induced dis-
ruptions (e.g., customers or society). The joint efforts of the family and firm in overcoming these

disruptions result in long-term family firm sustainability (Danes et al., 2008; Stafford et al., 1999).

This study focuses on the family’s social capital, integrated into the firm through the
owning family’s presence (Danes et al., 2008) and their involvement (Fitzgerald et al., 2010;
Peake et al., 2017). This way, social capital can be developed in both the family’s and the firm’s

subsystems (Arregle et al., 2007), and via the subsystem’s overlap, both can exploit each other’s

49



3 Familiness, organizational identity strength, and corporate social responsibility

social capital endowment (Stafford et al., 1999). Accordingly, as the social capital endowment
increases through family involvement (Danes et al., 2008), the need for CSR as an instrument to

preserve stakeholder’s confidence and loyalty also increases (Borghesi et al., 2019).

However, effective exploitation of the family social capital depends on the permeability
of the boundaries between the subsystems (Danes et al., 2008). An essential feature of systems
theory is the distinction between open and closed systems. An open system is characterized by
weak system boundaries and a high degree of permeability concerning external influence, while
a closed system has solid system boundaries and a low degree of permeability concerning external
influence. As social systems, firms are neither wholly open nor closed; they are located between
these two states (Hernes and Bakken, 2003). The more the individuals within a system identify
with that system, the more the system tends to close itself off to external influences (Ashforth and
Mael, 1989), and the harder it becomes to exploit the owning family’s social capital within the

firm.

Although the research literature describes different forms of OI, e.g., individualistic,
relational, or collectivistic (Bingham et al., 2011; Brickson, 2007), the OI effectiveness not only
depends on its type but on its general strength (Cole and Bruch, 2006; Foreman and Whetten,
2002; Kreiner and Ashforth, 2004) leading Gioia and Thomas (1996) to distinguish between OI
type and OI strength. While OI type describes the “who are we as an organization” (Albert and
Whetten, 1985, p. 264) and can vary considerably in their characteristics, OI strength describes
whether those values are “widely shared and deeply held by organizational members” (Kreiner

and Ashforth, 2004, p. 8).

Bingham et al. (2011) assume that the family firm’s OI type is mostly stakeholder-
friendly, boosting the firm’s CSR activities. Regardless of the OI type, OI strength enables the
determination of the OI’s effectiveness on a firm’s CSR activities. Drawing from the systems
theory, the SFBT assumes that the subsystem’s boundaries are permeable (Danes et al., 2008).
Although the SFBT considers boundary permeability a critical element, it does not theorize on
permeability factors. However, these factors are crucial when analyzing systems interaction, con-
sidering that the more individuals identify with the systems, the more they close themselves off
from external influences (Ashforth and Mael, 1989). Consequently, in this study, we use the firm-
level concept of OI strength to examine the firm’s boundary permeability, thereby strengthening
the system theoretical perspective of SFBT by adding the aspect of closed and open systems.
Thus, while we theorize that OI strength generally has a positive effect on CSR, we also theorize
that the higher the OI strength of the firm, the more the respective system will close itself off

towards family resources.
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3.3.2 Hypotheses development
3.3.2.1 Familiness and employee-related corporate social responsibility

Firms are mainly dependent on recruiting and retaining highly qualified employees, and
SMEs are no exception to this rule (De Massis et al., 2018; Werner et al., 2018). However, they
are at a disadvantage compared to larger companies, which benefit from public awareness and
increased resources, enhancing their allure to potential applicants. SMEs with low public visibility
are often unable to recruit the number of skilled personnel they need (Cable and Turban, 2003).
However, in contrast to larger companies and corporations, SMEs often create reciprocal bonds
with their employees and invest in them (Fuller and Tian, 2006; Russo and Perrini, 2010; Sen and
Cowley, 2013). These investments in creating superior employee relationships help SMEs to
overcome their resource constraints, enabling them to prevail even within markets known for

high-pressure innovation (De Massis et al., 2018; Werner et al., 2018).

CSR is a crucial element in strengthening and building these unique employee relation-
ships (Sen and Cowley, 2013), this is especially true for employee-related CSR activities, includ-
ing training opportunities, work-life balance, and generally fair treatment of employees (Turker,
2009). Using CSR as an element of human resource management, SMEs can generate higher
productivity and financial performance (Lai et al., 2016; Sels et al., 2006). Therefore, using CSR
as a strategic tool, SMEs can acquire a good reputation as an employer (Voegtlin and Greenwood,

2016) and subsequently build up social capital (Sen and Cowley, 2013; Spence et al., 2003).

Since family members feel committed to the employees due to their socialization within
the family firm, such firms downsize less often than non-family firms, even in times of crisis
(Block, 2010). Consequently, employees tend to develop high trust levels in the owning family
(Arijs et al., 2018; Block et al., 2016; Uhlaner et al., 2004). According to the SFBT’s resource-
based view, the family’s employee-related social capital can benefit the firm (Stafford et al.,
1999). Correspondingly, we argue that the family’s employee-related social capital is integrated
within the family firm’s system by FAM (Danes et al., 2008). To preserve and exploit this social
capital, the firm must cultivate it through CSR (Borghesi et al., 2019). Accordingly, the stronger
the FAM, the more the family’s employee-related social capital is transferred to the firm; conse-
quently, employee-related CSR activities may increase. Therefore, we propose the following hy-

pothesis:

Hla: An increase in FAM is positively associated with employee-related CSR
of family-owned SMEs.

3.3.2.2 Familiness and customer-related corporate social responsibility

It is generally acknowledged that high customer loyalty and customer satisfaction con-

tribute considerably to a firm’s long-term profitability (Luo and Bhattacharya, 2006; Hur et al.,
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2014). Unlike their larger counterparts, SMEs often lack the resources to serve mass markets,
focusing more on niche markets (De Massis et al., 2018). Therefore, they are more dependent
than large firms on nurturing excellent customer relationships (Spence et al., 2003). Positive in-
teractions and trusting relationships established with customers may encourage new and improved
products through interactive feedback (Cheng et al., 2014). Thus, superior customer relationships
can help to compensate and overcome resource scarcity problems, even helping the SME stay

competitive in the long run (De Massis et al., 2018).

Customer-related CSR positively affects customer perception of a firm (Hur et al., 2014;
Lai et al., 2010; Luo and Bhattacharya, 2006). This kind of CSR involves transparency towards
customers and prioritizes their satisfaction with the firm’s products and services (Turker, 2009).
High customer satisfaction is positively associated with the respective firm’s market value and
corporate brand equity (Luo and Bhattacharya, 2006; Hur et al., 2014). Therefore, CSR can be
considered a strategic instrument used to build social capital with customers, ultimately helping
bind those customers to the company in the long term (Russo and Perrini, 2010; Spence et al.,

2003).

Family firm customers often have direct contact with the owning family, thereby ena-
bling the latter to cement strong relationships with their customers (Uhlaner et al., 2004). This
effect is often enhanced if the family firm is named after the owning family since the owning
family is then considered directly accountable for the customer service (Kashmiri and Mahajan,
2010). Applying the resource-based view of SFBT, we argue that the owning family can transfer
customer-related social capital to the firm through FAM (Stafford et al., 1999). The family firm
can use this customer-related social capital (Danes et al., 2008) and maintain it through CSR
(Borghesi et al., 2019). Thus, the higher the level of FAM within the family firm, the higher the

expected level of customer-related CSR. Therefore, we hypothesize the following:

H2a: An increase in FAM is positively associated with the customer-related
CSR of family-owned SMEs.

3.3.2.3 Familiness and society-related corporate social responsibility

SMEs are often deeply embedded within their local community and seldom relocate
their business, resulting in long tenure within their respective community (Niehm et al., 2008;
Russo and Perrini, 2010; Uhlaner et al., 2004). For SMEs, this means that building solid relation-
ships with different institutions and organizations (e.g., local government, community banks, or
other SMEs5) is essential for mutually beneficial cooperation. Moreover, SMEs also draw most of
their employees and customers from this source (De Massis et al., 2018). Social capital is ex-
tracted from ties within the community, and positive connections with stakeholders can help an

SME generate business-critical resources from its regional network (Spence et al., 2003).
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CSR activities can enhance social capital (Niehm et al., 2008). Society-related CSR ac-
tivities that aim to improve future living conditions or protect the local environment can increase
external stakeholder’s trust in the firm (Turker, 2009), leading to increased reciprocity between
the local community and the firm (Fitzgerald et al., 2010; Peake et al., 2017). Therefore, society-
related CSR enables SMEs to establish valuable relationships with the community, allowing them
access to the strategically relevant resources they often lack (Niehm et al., 2008; Spence et al.,

2003).

Owning families are often deeply embedded within their local communities and tend to
have strong and unique relationships with these communities (Uhlaner et al., 2004). For example,
SME owning family members frequently assume leadership positions to contribute to the com-
munity (Fitzgerald et al., 2010). Following the SFBT’s resource-based view, the firm and family
synergy provides the firm with society-related social capital (Danes et al., 2008; Stafford et al.,
1999). CSR activities nurture society-related social capital (Borghesi et al., 2019). Consequently,
we expect family-owned SMEs with a high level of FAM to have a greater tendency to invest in
society-related CSR activities when compared to those with less FAM. Therefore, we hypothesize

the following:

H3a: An increase in FAM is positively associated with society-related CSR of
family-owned SMEs.

3.3.2.4 The moderating effect of organizational identity strength

When analyzing the family firm’s activities, the effects of OI should be considered
(Zellweger et al., 2013). Bingham et al. (2011) have argued that the OI differs between family
and non-family firms, theorizing that the increased CSR activities toward stakeholders result from
a stronger Ol introduced into the firm by strong family involvement. Since Ol is the “who are we
as an organization” (Albert and Whetten, 1985, p. 264), there are different types of OI described
in the research literature: e.g., individualistic, relational, or collectivistic (Bingham et al., 2011;
Brickson, 2007). The effectiveness of these OI forms mainly depends on their development
strength (Cole and Bruch, 2006; Foreman and Whetten, 2002; Kreiner and Ashforth, 2004; Mil-
liken, 1990). Previous literature has shown that organization members identifying strongly with
their organization tend to be more willing to act in its best interests (Davis et al., 1997). Therefore,
family-owned SMEs with a strongly developed Ol are expected to implement more CSR activities
than those with a weaker OI. Consequently, we propose that the OI strength of family-owned

SMEs has a positive effect on employee-, customer-, and society-related CSR activities:

Hlb: An increase in Ol strength is positively associated with employee-re-
lated CSR of family-owned SMEs.
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H2b: An increase in Ol strength is positively associated with customer-re-
lated CSR of family-owned SMEs.
H3b: Anincrease in Ol strength is positively associated with society-related

CSR of family-owned SME:s.

According to the SFBT’s systems theory perspective, the effects of the individual family
and firm subsystems cannot be considered in isolation and must be analyzed together, allowing a
holistic conclusion concerning both processes and their outcomes (Hernes and Bakken, 2003).
When analyzing the family firms’ systems, an essential factor is the subsystem’s boundary per-
meability (Sundaramurthy and Kreiner, 2008). The more individuals within a system identify with
that system, the more the system closes itself off to external influences (Ashforth and Mael, 1989).
This refers not only to the exchange of resources but also to the organizational acceptance of these
resources. It can be assumed that the stronger the firm’s OI, the less open the firm subsystem is
towards outside influence and vice versa. A low permeability caused by a strong OI could lead to
a low willingness of the firm’s members to utilize the family’s social capital introduced by FAM,
meaning that they would not support activities aimed at maintaining the social capital (Danes et
al., 2008). Consequently, a family firm with a comparatively closed firm subsystem may have a
more challenging time utilizing the family resources introduced through FAM than a family firm

with a comparatively open firm subsystem.

We posit that the firm’s OI strength weakens the relationship between FAM and the
different CSR activities. For example, if the firm’s general OI strength is weak, family social
capital can be introduced through FAM and utilized, which leads the family firm to increase its
CSR activities to further strengthen the social capital. Conversely, since firms with strong OI have
less boundary permeability, the FAM effect may be weaker. Therefore, integrating OI strength
into the relationship between FAM and CSR, we derive the following three hypotheses:

Hlec: An increase in Ol strength negatively affects the association between FAM
and employee-related CSR of family-owned SMEs.

H2c: An increase in Ol strength negatively affects the association between FAM
and customer-related CSR of family-owned SMEs

H3c: An increase in Ol strength negatively affects the association between FAM
and society-related CSR of family-owned SMEs

Figure 3.1 illustrates the theorized effects of FAM and OI strength on CSR. Please note

that for greater readability, the various CSR activities are aggregated as CSR in general.
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Figure 3.1 Conceptual model
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34 Methodology

3.4.1 Data and sample

Privately-owned SMEs do not have to disclose as much as publicly listed firms (Las-
chewski and Nasev, 2021), which means that there is little public data on these companies and
fewer studies on them (Faller and zu Knyphausen-Aufsef3, 2018). Therefore, our empirical anal-
ysis is based on a dataset collected between November 2017 and February 2018 through a survey
of 23,256 German non-publicly listed firms located in North Rhine-Westphalia. This region is
characterized by old, traditionally strong, family-owned SMEs (Block and Spiegel, 2013); with
regards to sales and employment development, the region is representative of the whole of Ger-
many. The dataset was further complemented with financial, employment, and industrial sector

information obtained from the Bureau van Dijk’s pan-European financial database AMADEUS.

Of the 23,256 companies questioned, 22,292 firms refused to participate or did not react
to our survey. We received 964 respondents, corresponding to a total response rate of 4.15%. The
dataset was adjusted by excluding responses with a) missing values in the interest variables; b)
responses not completed by a founder, a managing director, or board member; c) responses for
companies not considered by the respondent to be a family firm; and d) responses for companies
that did not meet the definition of the Institiut fiir Mittelstandsforschung (1fM, 2016) Bonn for an
SME (1-500 staff headcount and an annual turnover of under 50 million euros). After these ex-

clusions, our study comprises a final stock of 203 usable responses.

Before commencing data collection, we ensured the suitability of the questionnaire by
employing well-tested scales and consulting independent experts in survey design and methodol-

ogy. The questionnaire comprised wide-ranging self-reported questions about the company’s
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CSR activities, organizational structures, and family involvement. As the survey was conducted

in Germany, questions were first translated into German and then into English for this article.

To further ensure data quality, we tested for potential non-response bias by comparing
the characteristics (e.g., size, age, industry sector, performance) of the respondents with the char-
acteristics of the non-respondents (Armstrong and Overton, 1977; Lambert and Harrington,

1990). No significant mean differences were found between the two.

Since the variables used in the models were mainly from the same data source, we tested
for common method bias by performing Harman’s single factor test (Podsakoff et al., 2003; Pod-
sakoff and Organ, 1986), revealing a seven-factor solution that explained 74.16% of the overall
variance. The first factor accounted for only 18.45% of the explained variance. Furthermore, we
applied the confirmatory factor analysis (CFA) marker technique (Williams et al. 2010; Lindell
and Whitney 2001). The designated marker variable “firm’s hierarchical orientation” was not
significantly related to our models’ dependent and independent variables (Richardson et al.,
2009). Moreover, correlations remained significant after the partial correlation adjustments, and
model fit showed only a slight change after the inclusion of the marker variable. Overall, these

outcomes indicate that common method bias did not affect this study.

3.4.2 Variables

To measure the variables derived from the hypotheses, we used well-tested scales from
prior research. Both the dependent, independent and moderating variables were measured using
a self-reported five-point Likert-type scale, ranging from 1 (strongly disagree) to 5 (strongly

agree). Table 3.1 describes the variables used in our regression models and summary statistics.

Table 3.1 Variable description

Variable Description

Employee-related CSR Constructed Scale, 6 items, measured on a Ser Likert Scale
(1 = strongly disagree, 5 = strongly agree)

Customer-related CSR Constructed Scale, 2 items, measured on a Ser Likert Scale
(1 = strongly disagree, 5 = strongly agree)

Society-related CSR Constructed Scale, 6 items, measured on a Ser Likert Scale
(1 = strongly disagree, 5 = strongly agree)

FAM Constructed Scale, 20 items, measured on a Ser Likert Scale
(1 = strongly disagree, 5 = strongly agree)

OI strength Constructed Scale, 4 items, measured on a Ser Likert Scale
(1 = strongly disagree, 5 = strongly agree)

Manufacturing Which industry does your company belong to?
(1 = manufacturing, 0 = else)

(continued)
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Table 3.1 continued

Variable Description
Construction Which industry does your company belong to?
(1 = construction, 0 = else)
Retail Which industry does your company belong to? (1 = trade, 0 = else)
Service Which industry does your company belong to? (1 = services, 0 = else)

Ist (founder) generation

2nd generation

3rd+ generation

Firm size

Firm age

Competitiveness
Business situation

Market condition

How many generations has your company been in family ownership?
(1 = 1st (founder) generation, 0 = else)

How many generations has your company been in family ownership?
(1 =2nd generation, 0 = else)

How many generations has your company been in family ownership?
(1 = 3rd+ generations, 0 = else)

How many employees are currently employed in your company?
(metric)

How old is your company? (metric)

Constructed Scale, 6 items, measured on a Ser Likert Scale
(1 = much worse, 5 = much better)

How do you assess the current business situation of your company?
(1 =very good, 5 = insufficient)

How do you assess the current market conditions in your industry?

(1 =very good, 5 = insufficient)

Founder or managing director =~ What is your current position
(1 = founder and managing director, 0 = else)

Board member What is your current position (1 = part of the executive board, 0 = else)

To assess the validity and reliability, we conducted both a principal component analysis
(PCA) and a CFA for each scale used in this study. For the PCA, we pre-defined thresholds greater
than 0.50 for the varimax rotation (Costello and Osborne, 2005) to assign the items to specific
components. We tested for convergent validity by assessing the composite reliability and y* dif-
ference tests. To test for discriminant validity, we calculated the average variance extracted

(AVE) of each scale.

3.4.2.1 Dependent variable

We assessed three dependent variables derived from our hypotheses: employee-related
CSR, customer-related CSR, and society-related CSR. We measured these different CSR activi-
ties using Turker’s (2009) established CSR construct and questioned SMEs regarding how their
companies were involved in implementing these CSR activities. Fourteen different items were
examined, respectively. Six items were about employee-related CSR and focused on the im-
portance of training opportunities and fair treatment of company employees. Two items covered
customer-related CSR and focused on the importance of product transparency and customer sat-

isfaction. Finally, six items were about society-related CSR and addressed whether or not the
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company supported initiatives related to environmental protection and the improvement of life
quality. The different items of each subscale were arithmetically averaged to obtain our regression

analysis scores and included as our dependent variables.

The results of the PCA revealed that all items of the employee-related CSR activities
were loading on one component, with factor loadings ranging from 0.525 to 0.781. The items of
the customer-related CSR activities were also loading on one component, providing factor load-
ings greater than 0.913. All items were loaded again on a single component for the society-related
CSR activities, with factor loadings of 0.522 or higher. The reliability coefficient Cronbach’s
alpha was o = 0.727 for the employee-related CSR activities, a = 0.801 for the customer-related
CSR activities, and o = 0.777 for the society-related CSR activities.

Moreover, CFA showed that all items loaded significantly and fully on each of the three
CSR activities, with model fit measures ranging from reasonable to good (CFI=0.912 and
RMSEA = 0.076). Raykov’s factor reliability coefficient referring to alpha reliability (Fornell and
Larcker, 1981) was p = 0.869 for the employee-related CSR activities, p = 0.836 for the customer-
related CSR activities, and p = 0.790 for the society-related CSR activities. Thus, all estimators
were clearly above the recommended threshold of 0.6 (Bagozzi and Yi, 1988; Fini et al., 2012;
Padilla and Divers, 2016), indicating a satisfactory level of reliability. In terms of the validity, the
y2 difference tests comparing the model with the saturated model (Ay2 = 120.093, p <0.001), and
comparing the baseline model with the saturated model (Ay2 = 876.759, p <0.001) were signifi-
cant. This supports convergent validity (Santos and Cardon, 2019). Additionally, AVE by each
CSR activity was higher than its shared variance with any other CSR activity in the model. There-
fore, discriminant validity is also verified (Baum et al., 2001; Fini et al., 2012; Santos and Cardon,

2019). In sum, we achieved an acceptable degree of validity and reliability for each CSR activity.

3.4.2.2 Independent variables

The main independent variable in our study is FAM, represented by the Family Influ-
ence Familiness Scale (Frank et al., 2017). The scale encompasses the following six sub-dimen-
sions: a) four items for ownership, management, and control; b) two items for the performance
level of active family members; c) two items for the exchange of information between active
family members; d) three items for trans-generational orientation; e) five items for family-em-

ployee retention; f) four items for the identity of the family business.

PCA results suggested a six-factor solution supporting the original classification of the
Family Influence Familiness Scale from Frank et al. (2017). All items of the aforementioned sub-
scales were loading on one specific component, with rotated factor loadings ranging from 0.561
to 0.851. All 20 items of the original scale were arithmetically averaged to capture FAM as a

whole and analyze how the interrelation between the family and the firm affects CSR behavior,
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thus creating an aggregated FAM index. Cronbach’s alpha reliability coefficient was a = 0.860

when measuring all the items.

The CFA results show that all items provided standardized loadings on the overall FAM
and measured greater than the minimum criterion of 0.300 (Costello and Osborne, 2005). They
were also associated with a good model fit for this study’s purpose (CFI=0.690,
RMSEA = 0.097). Additionally, Raykov’s factor reliability coefficient was p = 0.855, indicating
an appropriate degree of reliability. Also, the 2 difference tests were significant both for com-
paring the model with the saturated model (Ay2 = 530.977, p < 0.001), and the comparison of the
baseline with the saturated model (A2 = 1353.135, p < 0.001). Hence, convergent validity is also
supported.

3.4.2.3 Moderating variable

Another central variable in our study is OI strength—the degree of OI development
within the firm (Cole and Bruch, 2006; Milliken, 1990). The scale comprises six items, relating

to employee attitude towards the company and to the firm’s goals and history.

The results of the PCA show a single factor solution. However, two of the six items
from the original scale provided factor loading smaller than 0.500 and were consequently elimi-
nated from further consideration. Hence, our final OI strength scale consists of four items, demon-
strating factor loadings of 0.650 or higher. The individual items were averaged to obtain the score

for further regression analysis.

Moreover, CFA shows that all items provided significant and strong standardized load-
ings on the overall Ol strength measure and were also associated with a good model fit
(CFI=0.982, RMSEA = 0.105). In terms of scale reliability, Cronbach’s alpha was a = 0.766,
and Raykov’s factor reliability coefficient was p = 0.778. Thus, the scale can be considered reli-
able. For discriminant validity, the 42 difference tests were significant both for the comparison of
the model with the saturated model (Ay2 = 8.563, p <0.001) and the comparison of the baseline
with the saturated model (Ay2 = 360.772, p <0.001). Therefore, the OI strength scale achieved

convergent validity.

3.4.2.4 Control variables

We controlled for several variables that might simultaneously affect CSR in family-
owned SMEs. Firstly, we controlled for various industry sectors. According to Soundararajan et
al. (2018), industry norms are significant for SMEs when it comes to decisions regarding their
CSR activities. Thus, we controlled for the following industry sectors: manufacturing, construc-

tion, retail, and services. Accordingly, four dummy variables were created, each representing a
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specific industry sector. Firms within the service sector served as a reference category for our

regression analysis.

We also controlled for the family firm’s founder generation. Prior research has shown
that a family firm’s founder generation can affect the firm’s attitude toward CSR (Fehre and We-
ber, 2019). The family’s intention to transfer the business to the next generation (Block and Wag-
ner, 2014b; Chua et al., 1999) can increase family shareholders from generation to generation
(Fehre and Weber, 2019). As a result, conflicts of interest can emerge among family owners in
later generations (Sharma and Sharma, 2011). This can lead to a decoupling of personal and or-
ganizational legitimacy, which ultimately leads to self-interest overshadowing CSR issues’ im-
portance (Fehre and Weber, 2019). Three dummy variables were created, each representing a
possible generation for the firm’s founder. For our regression analysis, we chose firms of three or

more generations as a reference category.

Another essential variable for firms regarding CSR is their size and their age. Prior stud-
ies have indicated that (compared to larger firms) it is easier for smaller firms to apply and inte-
grate CSR into their daily business due to their less hierarchical structures (Baumann-Pauly et al.,
2013). Likewise, prior studies have indicated that older firms may have the advantage of experi-
ence over their younger counterparts (Autio et al., 2000), so firm age was included as a further
control variable. Using a proxy for firm size, we controlled for the number of employees in metric
form. We also controlled a firm’s market condition and business situation (Chih et al., 2010;
Kashmiri and Mahajan, 2014b). In this regard, firms were asked to evaluate both their current
business situation and market condition on a five-point Likert scale. Finally, we controlled for a
firm’s competitiveness. We also asked firms to assess themselves in comparison with their closest
competitor. In this regard, a total of six items (including economic success, the ability to innovate,

and the capital endowment) were examined on a five-point Likert scale.

3.5 Results

The descriptive statistics reveal that the firms in our sample had a relatively high degree
of FAM (4.0) and OI strength (3.8). In terms of CSR, the firms indicated that customer-related
CSR (4.7) was the most important to them, followed by employee-related CSR (3.8) and society-
related CSR (3.1). The majority of the firms emanated from the service sector (36.0%), followed
by the manufacturing (30.0%), retail (18.2%), and construction sectors (15.8%). Regarding
founder generations, 41.9% were first-generation firms, 30.0% were third- or more, and 28.1%
were second-generation firms. According to the descriptive statistics, the responding firms were,
on average, 48.5 years old and had 34 employees. The firms in our sample assessed their compet-

itiveness as reasonably strong with an average index of 3.5. However, the firms in our sample
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seemed less optimistic about their current business situation and the market condition, with aver-
age indices of 2.2 and 2.3, respectively. Of the respondents in our sample, 63.0% were the founder
or managing director of the firm. The remaining 36.9% of the respondents were part of the exec-
utive board. The descriptive statistics can be found in detail in Table 3.2. The sixth and seventh

columns include Cronbach’s alpha and Raykov’s factor reliability coefficient, referring to com-

posite validity.
Table 3.2 Descriptive statistics and scale reliability

Variable Mean Std. Dev. Min Max Cr(:lll?l?;h,s fac tl::)l]'tl{;;,;)sili ty
Employee-related CSR 3.814 0.735 1 5 0.727 0.869
Customer-related CSR 4.727 0.508 3 5 0.801 0.836
Society-related CSR 3.172 0.946 | 5 0.777 0.790
FAM 4.027 0.587 2 5 0.856 0.855
OlI strength 3.854 0.729 1 5 0.766 0.778
Manufacturing 0.300 0.460 0 1 - -
Construction 0.158 0.365 0 1 - -
Retail 0.182 0.387 0 1 - -
Service 0.360 0.481 0 1 - -
1st (founder) generation 0.419 0.495 0 1 - -
2nd generation 0.281 0.450 0 1 - -
3rd+ generation 0.300 0.460 0 1 - -
Firm size 33.852 69.060 0 450 - -
Firm age 48.512 58.900 1 566 - -
Competitiveness 3.534 0.515 1 5 0.718 0.729
Business situation 2.232 0.851 | 5 - -
Market condition 2.305 0.931 | 5 - -
Founder or managing director 0.631 0.484 0 1 - -
Board member 0.369 0.484 0 1 - -
Note: N =203

Table 3.3 shows the pair-wise correlations among key variables. The results show weak
correlations between the independent variables. We analyzed all the variable histograms and
found the errors to be identically and independently distributed with constant variance, with var-
iance inflation factors of less than 2.15 for all variables. Overall, these results suggest the presence
of moderate multicollinearity, indicating that changes in one independent variable are not associ-
ated with shifts in another independent variable. Thus, the confidence intervals produce reliable
probabilities regarding the effects of the independent variables. As a result, the independent var-

iable’s statistical significance does not undermine the significance of our empirical models.
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Following the basic procedure for conducting moderation analysis, we empirically
tested our research hypotheses through a three-step regression approach. The first step regressed
employee-, customer- and society-related CSR on OI strength and the control variables (Models
1, 4, and 7). The second step included our FAM measure (Models 2, 5, and 8). Finally, we in-
cluded the interaction between FAM and Ol strength (Models 3, 6, and 9). Given the nature of
our dependent and independent variables, we checked the robustness of the OLS regression results
by performing an additional poisson and ordered probit regression. Since the results only changed
marginally, we discuss only the OLS regression estimation results. The results of the OLS regres-

sion estimation are detailed in Table 3.4.

Regarding controls, our findings align with those of prior research. Concerning the sec-
tor differences, our results indicate that family-owned SMEs within the manufacturing sector
seem more willing than firms in other industry sectors to engage in CSR activities towards cus-
tomers. The findings suggest that first-generation firms are more likely than second- or more-
generation firms to engage in CSR activities towards their employees and society. Additionally,
the regression results suggest that both firm size and age affect the CSR of family-owned SMEs,
especially when it comes to CSR activities towards employees and society. However, the impact
of firm size and age could not be proven for customer-related CSR activities. Finally, we found
that the degree of practiced CSR depended strongly on both a firm’s current business situation

and its competitiveness.

To test our hypotheses, we regressed Ol strength and the controls on the different CSR
activities. The results of Models 1, 4, and 7 show that OI strength had a highly significant positive
effect on both employee- (B =0.420, p <0.010), customer- (B =0.181, p <0.010) and society-
related CSR activities (f = 0.479, p <0.010). This outcome fully supports our hypotheses H1b,
H2b, and H3b. In Models 2, 5, and 8, we included our FAM measure. The results of Model 2
show that FAM had a highly significant positive effect on employee-related CSR (B = 0.284,
p <0.010). This finding supports Hypothesis Hla and confirms the theoretical assumption that
the higher an SME’s FAM, the more likely it is to engage in CSR activities towards employees.
In a similar vein, the results of Model 5 show that FAM had a highly significant positive effect
on the customer-related CSR activities (f = 0.172, p <0.010), which indicates that the higher an
SME’s FAM, the more the firm will engage in CSR activities towards customers. This finding
confirms Hypothesis H2a. The findings also provide support for Hypothesis H3a: the results of
Model 8 reveal a positive correlation between FAM and the society-related CSR activities
(B=0.382, p <0.010), suggesting that the higher an SME’s FAM, the higher the firm’s tendency
to build social capital via society-related CSR activities. In line with SFBT, the findings indicate
that the closer the interrelation between the family and the firm subsystems, the more pronounced

the CSR activities.
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Models 3, 6, and 9 regressed all variables and the interaction between Ol strength and
FAM on each CSR activity. For Hlc, H2¢, and H3c, we hypothesized that OI strength would
reduce the effect of FAM on individual CSR activities. For Model 3, the results show a significant
negative moderating effect of Ol strength on the relationship between FAM and employee-related
CSR (B =-0.078, p <0.050), supporting Hypothesis Hlc. Furthermore, the results of Model 6
also show that OI strength has a weakening effect on the relationship between FAM and customer-
related CSR (B =-0.093, p <0.050), confirming Hypothesis H2c. Hypothesis H3c is not suffi-
ciently supported, as the results of Model 9 show an insignificant effect relating to the interaction
between FAM and Ol strength (f = 0.028, n.s.). Figure 3.2 presents the results of the moderation
hypotheses (H1c, H2c).

Figure 3.2 Interaction effects
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In summary, we found support for eight of the nine hypotheses, confirming the theoret-
ical considerations regarding the FAM effect on the CSR activities of family-owned SMEs, in-
cluding the weakening effect of OI strength on this relationship. Table 3.5 provides an overview

of the results of the hypotheses testing.

Table 3.5 Results of the hypotheses testing

Hla: An increase in FAM is positively associated with employee-related CSR of family-owned 4
SMEs.

H2a: An increase in FAM is positively associated with customer-related CSR of family-owned v
SMEs.

H3a: An increase in FAM is positively associated with society-related CSR of family-owned v
SMEs.

Hlb: An increase in Ol strength is positively associated with employee-related CSR of family- 4
owned SMEs.

H2b: An increase in Ol strength is positively associated with customer-related CSR of family- v
owned SMEs.

H3b: An increase in Ol strength is positively associated with society-related CSR of family- v
owned SMEs.

(continued)
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Table 3.5 continued

Hlc: An increase in OI strength negatively affects the association between FAM and employee- 4
related CSR of family-owned SMEs.

H2c: An increase in OI strength negatively affects the association between FAM and customer- 4
related CSR of family-owned SMEs.

H3c: An increase in OI strength negatively affects the association between FAM and society- x

related CSR of family-owned SMEs.

3.6 Conclusion

3.6.1 Discussion

While most CSR studies have dealt with large, publicly listed family firms and often
neglected privately-owned family firms (Campopiano et al., 2014; Castejon and Lopez, 2016;
Perrini et al., 2007), this study specifically targeted family-owned SMEs. Moreover, since most
of the family firm studies to date argue that non-economic goals drive CSR in family firms (e.g.,
Canavati, 2018; Cruz et al., 2014; Fehre and Weber, 2019; Vazquez, 2018; Zientara, 2017), this
study aimed to show further that economic factors (i.e., FAM) may also be a significant driver of
CSR in family firms. Using the SFBT and postulating that a family firm is a social system, we
integrated both FAM and the firm’s OI strength within our models. Combining the two enabled
us to theorize about how incorporating family resources (i.e., social capital) into the company
through family influence affects the company’s CSR from a resource-based perspective. The in-
tegration of OI strength in our models enabled us to examine how the family firm reacts to re-

source transaction processes from a systems theory perspective.

The results show that family-owned SMEs with higher FAM tend to conduct more em-
ployee-, customer- and society-related CSR than those with lower FAM (see Table 3.5). We at-
tribute this finding to the infusion of the family’s social capital into the family firm system (Danes
et al., 2008) and the need to sustain this social capital through CSR activities (Borghesi et al.,
2019). Furthermore, the regression analysis shows that Ol strength positively affects all three CSR
activities, meaning that the more people identify with their organization, the more likely the fam-
ily firm will be to conduct CSR. This presumption aligns with the SFBT’s resource-based view
and supports our assumption that an economic rationale drives family-owned SMEs’ CSR activ-
ities.

Additionally, by applying boundary permeability aspects to the SFBT, we tested
whether and how OI strength affects the FAM and CSR relationship. The results show that OI
strength weakens the FAM effect on employee- and customer-related CSR (see Table 3.5). We
attribute this finding to the decrease in the firm subsystem’s permeability which diminishes as the
strength of its Ol increases. In such cases, the family subsystem can no longer provide significant

family social capital to the subsystem firm, which closes itself to external influences.

66



3 Familiness, organizational identity strength, and corporate social responsibility

However, OI strength did not affect the relationship between FAM and society-related
CSR, indicating that theorized mechanisms do not apply to this CSR activity. An explanation why
these theorized mechanisms do not apply to society-related CSR could be that owning families
use society-related CSR activities predominantly to promote non-economic goals (Cennamo et
al., 2012; Cruz et al., 2014; Zientara, 2017). As such, owning families also driven by non-eco-
nomic goals, often have a strong inclination towards society-related CSR (Block and Wagner,
2014b), possibly resulting in the owning family enforcing society-related CSR activities top-down

if necessary and overriding the closed character of the subsystem firm.

3.6.2 Theoretical implications

Frank et al.’s (2017) Family Influence Familiness Scale enables researchers to measure
family influence (i.e., FAM) efficiently. This measurement allows a sophisticated economic anal-
ysis regarding family influence and is a holistic, refined, and more precise measurement method
compared to the traditional binary approach, where firms are classified into family and non-family
firms (Frank et al., 2017; Miller and Le Breton-Miller, 2021; Werner et al., 2018). By introducing
FAM as a theoretical and empirical construct, we provide a new perspective for CSR-related fam-
ily firm research and family firm research in general. Compared to SEW, FAM provides a differ-
ent perspective on family firm business conduct and motivation for CSR activities. The FAM
approach allows family firm motivational analysis regarding CSR and uses a more sophisticated

resource-based view to explain the heterogeneity observed in family firm research.

Using a systems theory perspective and emphasizing that the effective use of family and
firm resources in family firms depends on the interaction between the family and firm subsystems,
we show that the FAM effect decreases as Ol strength increases. We attribute this decrease to
lower firm subsystem permeability. It is important to note that we do not assume that lesser Ol
strength is beneficial or that it would be beneficial to decrease OI strength; however, this phe-
nomenon illustrates the importance of recognizing the potential tensions along the boundaries
between a family firm’s subsystems. Therefore, the SFBT helps identify potential efficiency

losses regarding resource use, hindering advantages and family firm longevity.

Our solid theoretical framework combines aspects of the systems theory and the re-
source-based view. Thus, when examining the interaction between family and firm and the pro-
cesses involved, our study highlights the importance of using comprehensive theories and includ-

ing aspects such as boundary permeability.

While we find that all three CSR activities studied were positively influenced by FAM
and OI strength, the relationship between FAM and CSR was weakened by Ol strength in the case
of employee- and customer-related CSR activities. The weakening of this relationship through OI

strength is a crucial theoretical aspect since owning families might not let a strong OI prevent
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them from conducting society-related CSR and, as such, seem to be driven by different motives
than for employee- and customer-related CSR. Thus, our study highlights motivational variations
when considering different individual CSR activities. Following Block and Wagner (2014b), who
conclude that different CSR activities should be analyzed, we recommend that CSR research

study the motivation behind CSR activities and the desired outcomes.

3.6.3 Practical implications

De Massis et al. (2018) highlighted that solid relationships with internal and external
stakeholders help SMEs acquire the resources they need to innovate. Social capital generated by
these relationships can be maintained and enhanced through CSR (Fuller and Tian, 2006; Russo
and Perrini, 2010; Sen and Cowley, 2013; Spence et al., 2003). Our study offers practical impli-
cations for family-owned SME owners who want to use CSR as a strategic instrument to
strengthen their social capital and bolster their capacity to acquire other business-essential re-

sources.

Through the symbiosis of the family and firm subsystems, social capital can be trans-
ferred from one subsystem to the other (Danes et al., 2008; Stafford et al., 1999). In this manner,
social capital can be built up in the family and the firm subsystem (Arregle et al., 2007). Via the
subsystem’s overlap, both can benefit from each other (Danes et al., 2008; Stafford et al., 1999),
which can be especially helpful for family firms whose organizational social capital is low. Until
the firm has generated enough social capital through its CSR activities, the owning family can
step in and “lend” family social capital, providing the firm with access to the family’s social
network (Arregle et al., 2007). However, if the firm is too FAM-dependent, this can cause severe
problems for the company, particularly regarding generational succession. Therefore, family
managers should not rely excessively on the positive effects generated by FAM. Managers should
build a solid OI to protect their firm from adverse family events such as divorce, death, or dishar-

mony (Jaskiewicz and Dyer, 2017).

However, as our findings regarding employee- and customer-related CSR activities
show, there can be substantial efficiency losses if the firm subsystem becomes increasingly closed
towards external influence. In turn, this can affect the family and firm subsystem’s joint effort in
overcoming adversity together and achieving long-term family firm sustainability (Danes et al.,
2008; Stafford et al., 1999). Consequently, family-owned SME managing directors should assess
the boundary permeability of their firm and engage in active boundary management where nec-
essary (Sundaramurthy and Kreiner, 2008). Family firms should consider that the system’s self-
preserving nature can be powerful (Hernes and Bakken, 2003), so much that sometimes problems
can only be solved by external impulses such as the hiring of external advisors and mediators

(Reay et al., 2013). If family firms are aware of these possible effects, they can take the necessary
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precautions to hinder efficiency losses, and this not only applies to family-owned SMEs but all

privately-owned firms

3.6.4 Limitations

As in any empirical study, this research has its limitations. As the identified determi-
nants are socially desirable activities, there is a risk that the reported behavior may not reflect
reality, and the results may be biased (Turker, 2009). Since internal reporting practices often in-
fluence data from content analysis or reputational rating, self-reported data are the only possible
source of information regarding CSR practices in family-owned SMEs that are not publicly listed
(Canavati, 2018). German law does not require privately-owned firms to provide as much public
information as publicly listed firms (Laschewski and Nasev, 2021), making it challenging to gen-
erate comparable data between family-owned SMEs and large, public family firms. A differential
analysis regarding the FAM effect on CSR with a dataset that includes both firm categories would

benefit future research projects.

The sample only refers to the year 2018, so the results represent a static viewpoint. A
longitudinal study with different observation periods is necessary to determine whether the CSR
inclination of family-owned SMEs has changed, or will change, over different eras. It would be
interesting to determine how the FAM effect on CSR may change over several years and during
growth periods within a family-owned SME. Finally, although the focus on Germany affects the
results, the approach can test the results with datasets from different culturally and economically

developed regions.

3.6.5 Future research avenues

Our models show that CSR in family-owned SMEs can be explained by economic (i.e.,
FAM) motives, thereby successfully challenging the presumption that CSR in family-owned
SME:s is solely non-economically (i.e., SEW) driven. Although we noted that the economic as-
pects of CSR are underrated in family firm research, we are aware that both economic and non-
economic goals coexist in family firms and consequently affect their CSR activities (Barros et al.,
2017; Basly and Saunier 2020; Labelle et al., 2018; Swab et al., 2020). While a SEW-driven
family firm will mostly use CSR as an instrument to preserve the status quo, the FAM-driven
family firms will put greater emphasis on CSR growth opportunities. Despite the high relevance
of both motives, it is noteworthy that most of the research literature focuses on the SEW perspec-

tive.

Considering family firm research often acknowledges heterogeneity in family firms, we

encourage future research to disentangle this by using both perspectives to differentiate between
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economic and non-economic motives. It is essential to understand how economic or non-eco-
nomic goals emerge in family firms and why some family firms are more economically motivated
than others. Future research could answer this through an in-depth examination of the family
subsystem and by using family science theories (Jaskiewicz and Dyer, 2017) to examine the fam-
ily values and patterns consequently affecting the family motives and family firm management

(Rau et al., 2019).

Whether economically or non-economically driven, we assume that family-owned
SMEs do not engage in CSR merely through altruism (Fitzgerald et al., 2010; Peake et al., 2017;
Uhlaner et al., 2012) and expect them to generate—or want to generate—various outcomes
through their social activities (Soundararajan et al., 2018) making CSR merely the mediator for
other desirable outcomes (Surroca et al., 2010). While Aguinis and Glavas (2012) found that CSR
affects various internal and external organizational outcomes, such as financial performance or
firm capabilities, we noticed a gap in outcome-oriented CSR research regarding family-owned
SMEs. Thus, CSR outcomes should be further researched regarding family-owned SMEs using
both the SEW- and FAM-perspective.

In summary, our study successfully shows that FAM affects CSR activities towards dif-
ferent stakeholders within family-owned SMEs. Furthermore, we identify the weakening effect
of OI strength on this relationship, resulting from the permeability of the firm subsystem. We
encourage future researchers to analyze this relationship further and consider including FAM as
a measure in their quantitative modeling. We are confident that this research framework provides

a solid basis for future research into CSR in family firms and family-owned SMEs in particular.
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Abstract

Currently, digital innovation is one of the biggest challenges facing small and medium-sized en-
terprises (SMEs). This study analyzes how SMEs can achieve higher levels of digital innovation
despite their lack of resources. Using a dataset consisting of 520 German SMEs, we propose and
test a model in which corporate social responsibility enables knowledge-sharing and supports
SME:s in acquiring the resources needed for digital innovation development. As hypothesized, we
found empirical evidence for a positive mediation effect in which absorptive capacity links cor-
porate social responsibility and an SME’s digital innovation output. In sum, this study helps to
explain the relationship between corporate social responsibility and an SME’s digital innovation,
thus presenting far-reaching implications for SME research and the emerging scholarly debate on

digital innovation in resource-constrained organizations.

Keywords: Small and medium-sized enterprises, boundary-spanning theory, digital innova-

tion, corporate social responsibility, absorptive capacity.

2 As a part of this dissertation, this paper is accepted for publication in International Journal of Entrepre-
neurial Venturing. Received: 15 January 2021 / Accepted: 13 January 2022. © Inderscience Pub-
lishers 2022.

71



4 Corporate social responsibility as a driver of digital innovation

4.1 Introduction

Today, one of the most crucial challenges of small and medium-sized enterprises
(SMEs) is maintaining competitiveness within a digital economy (Arendt, 2008; Nambisan et al.,
2019; Quinton et al., 2018; Soluk and Kammerlander, 2021; Teece, 2018). The digital transfor-
mation of the economy increases production efficiency, shortens corporate innovation cycles, and
results in a higher competitive intensity (Organisation for Economic Co-operation and Develop-
ment, 2018). While many new ventures today emerge from a digital entrepreneurial ecosystem
(Elia et al., 2020; Le and Tarafdar, 2009; Sussan and Acs, 2017), most long-established SMEs
have a competitive disadvantage because their businesses were founded and developed in a non-
digital era (Arendt, 2008; Quinton et al., 2018; Soluk and Kammerlander, 2021). Considering that
the adoption of digital technologies (including digital products, services, and processes) allows a
firm to develop new and profitable businesses and market opportunities (Van Looy, 2021; Yoo et
al., 2010), established SMEs face the challenge of adapting their pre-digital business to the new
digital environment (European Commission, 2019). Innovation-related research has suggested
that resource-scarce SMEs should open up their innovation processes to obtain external
knowledge necessary for innovation development (Brunswicker and Vanhaverbeke, 2015;

Grama-Vigouroux et al., 2020; Parida et al., 2012; Spithoven et al., 2013).

Chesbrough (2006) defines open innovation as “the use of purposive inflows and out-
flows of knowledge to accelerate internal innovation and expand the markets for external use of
innovation, respectively” (Chesbrough, 2006, p. 1). Since an open innovation process is more
challenging to control than a closed innovation process, SMEs must have the ability to leverage
external knowledge for commercialization purposes (Grama-Vigouroux et al., 2020). Previous
research has called this ability absorptive capacity (ACAP). However, ACAP can only be effec-
tive if information flows unequivocally between the firm and its stakeholders (Cohen and Levin-
thal, 1990; Lewin et al., 2011; Volberda et al., 2010; Zahra and George, 2002). Therefore, a com-
pany should find means of signaling trustworthiness to its stakeholders, motivating them to share
their knowledge with the company (Bouncken, 2015). Corporate social responsibility (CSR)—a
company’s voluntary contribution to sustainable development, above and beyond any legal re-
quirements (Carroll, 1999; Dahlsrud, 2008; Van Marrewijk, 2003)—is often used to this end
(Hsueh, 2018; Su et al., 2016; Zerbini, 2017). CSR activities can strengthen the trust between the
company and its stakeholders (Du et al., 2011; Spence et al., 2003; Vlachos et al., 2009; Voegtlin
and Greenwood, 2016), which, in turn, can increase the firm’s access to their stakeholder’s
knowledge (Bouncken, 2015). If firms can internalize this external knowledge, they can improve

their innovation output (Bocquet et al., 2019; Martinez-Conesa et al., 2017; Wagner, 2010).
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Although there is plenty of research on CSR, ACAP, and innovation within SMEs, re-
searchers have not yet combined all three and studied the relationship and inter-relational dynam-
ics between these three concepts. The same can be said for digital innovation, described as the
creation of improved products, services, and business operations through digital technology
(Fichman et al., 2014; Van Looy, 2021; Yoo et al., 2010). Examples of digital innovation would
be streamlined operation processes based on automated analytics or enhanced user experience by
optimizing customer interfaces (Groberg et al., 2016). A crucial feature of digital technology is
that digital data can be shared and combined with cooperation partners faster than through non-
digital technology (Yoo et al., 2010). Consequently, digital innovation often has dispersed com-
ponents, and its processes are frequently conducted with loosely organized external partners (Ciri-
ello et al., 2018; Nambisan et al., 2017; Nylén and Holmstrém, 2015; Soluk et al., 2021b), thereby
increasing the relevance of trust-building activities, such as CSR (Holmes and Smart, 2009), and

poses the following research questions:

RQ3.1: Which corporate social responsibility activities affect digital innovation in
small and medium-sized enterprises?

RQ3.2: Does absorptive capacity mediate the relationship between corporate so-
cial responsibility activities and small and medium-sized enterprises’ dig-
ital innovation?

We derived a set of hypotheses based on Tushman’s (1977) boundary-spanning theory
to answer the research questions, explaining the exchange of knowledge across organizational
boundaries. To better understand the relationship between CSR activities and digital innovation,
we examined 520 German SMEs. We found an ACAP mediation effect between employee- or
customer-related CSR and digital innovation, whereas community-related CSR seems to affect
an SME’s digital innovation directly. Together, these results contribute to SME research in sev-
eral ways. Primarily, the results show that CSR is a strategic instrument that can be used effec-
tively to achieve economic outcomes. The results also confirm Tushman’s (1977) boundary-span-
ning theory explaining innovation-related issues in established SMEs. Our findings also contrib-
ute to the emerging discussion on how SMEs can overcome their resource constraints toward
digital innovation by facilitating their network relationship ties with diverse external and internal

stakeholders.

In the subsequent section, we discuss the current research literature and summarize the
empirical findings of previous research on CSR, ACAP, and digital innovation in SMEs. Based
on this review, we illustrate the theoretical framework and hypotheses we developed and then
tested using the ordinary least squares regression. The final section discusses our findings and

explains their theoretical and practical implications.
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4.2 Theoretical framework

Tushman’s (1977) boundary-spanning theory assumes that there is a constant exchange
of information between different companies and that this exchange extends across the depart-
mental boundaries within a company. Therefore, the theory has both an internal and an external
perspective and suggests that people act as gatekeepers, linking the company with its stakeholders
(Gould and Fernandez, 1989; Tortoriello et al., 2012). Consequently, they determine the flow of
information across intra- or inter-organizational boundaries (Easterby-Smith et al., 2008), affect-
ing the identification and integration of external knowledge within the internal innovation process

(Aldrich and Herker, 1977; Fleming and Waguespack, 2007).

The key to acquiring external knowledge lies in knowing how to build better relation-
ships with internal and external stakeholders (De Massis et al., 2018). CSR can then support these
relationships (Hsueh, 2018; Spence et al., 2003; Su et al., 2016; Vlachos et al., 2009; Voegtlin
and Greenwood, 2016; Zerbini, 2017) by acting as a boundary-spanning instrument. CSR is “the
commitment of business to contribute to sustainable economic development, working with em-
ployees, their families, the local community and society at large to improve their quality of life”
(Holme and Watts, 2000, p. 10). In implementing CSR, a company hopes to induce reciprocal
behavior patterns by positively influencing the relationship with stakeholders beyond economic
interests (Niehm et al., 2008). El Akremi et al. (2018) distinguish three CSR activities: employee-
, customer- and community-related CSR. Employee-related CSR activities aim to improve em-
ployee well-being and avoid discrimination (e.g., discrimination based on age, sex, ethnicity, or
religion). Customer-related CSR activities focus on product transparency and customer satisfac-
tion above and beyond normal standards. Community-related CSR includes generalized activities,
such as investments in humanitarian projects, financial help for social institutions, and even spon-
soring the local sports club (El Akremi et al., 2018). By demonstrating good intentions via CSR,
a stakeholder’s confidence in a company can be strengthened considerably (Kervyn et al., 2012),
thus increasing the probability that the stakeholders will share information and ideas with the

company (Bouncken, 2015).

Hossinger et al. (2020) argue that CSR can create a knowledge-friendly environment,
which, in turn, can increase a firm’s ACAP, namely its “ability to recognize the value of new
information, assimilate it, and apply it to commercial ends” (Cohen and Levinthal, 1990, p. 128).
By following an open innovation approach, Holmes and Smart (2009) show that CSR is positively
associated with linking internal with external knowledge and exploring innovation opportunities
through idea exchange. It is often argued that CSR is a strong signal for meaningful cooperation
(Hsueh, 2018; Su et al., 2016; Zerbini, 2017), and therefore, CSR activities improve the flow of

information between stakeholders (Hoi et al., 2018; Ramachandran, 2011; Sen and Cowley,
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2013). Consequently, CSR increases an SME’s opportunities to acquire knowledge from external

partners and utilize it beneficially (Holmes and Smart, 2009).

While little is known about the relationship between CSR and ACAP, previous research
has already shown a positive link between CSR and innovation (Bocquet et al., 2019; Martinez-
Conesa et al., 2017; Wagner, 2010). Martinez-Conesa et al. (2017) suggest that CSR leads to
improved firm performance via higher innovation rates. According to Martinez-Conesa et al.
(2017), CSR enhances recruitment quality, which is an essential contributing factor toward better
firm performance. Wagner (2010) also maintains that companies with higher CSR can generate
higher rates of socially sustainable innovation through improved recruitment. Technological in-
novations also seem to be positively affected and encouraged through CSR (Bocquet et al., 2019).
Similar insights are revealed in studies with datasets of SMEs from the USA (Niehm et al., 2008)
and Europe in general (Lasagni, 2012), indicating that ACAP plays a crucial role in the relation-

ship between CSR and innovation processes within established SMEs.

It is essential to underline the roles of CSR activities and ACAP in digital innovation
when considering its increasing relevance for an SME’s long-term business success (Soluk and
Kammerlander, 2021) and the idiosyncrasies that distinguish digital innovation from conventional
innovation (Nambisan et al., 2019). In defining digital innovation, we follow Yoo et al. (2010, p.
725), who conceptualize digital innovation “as the carrying out of new combinations of digital
and physical components” to produce new products, services, and business operations (see also
Fichman et al., 2014; Van Looy, 2021). Subsequently, digital innovation can also be a digitalized
version of an earlier non-digital product, service, or process (Ciriello et al., 2018; Swanson, 1994).
Yoo et al. (2010) argue that a characteristic of digital technology is that digital data and infor-
mation can be shared and combined with cooperation partners more efficiently when compared
to the sharing of analog data and information. The nature of digital innovation allows for
knowledge and expertise to be immediately gathered from multiple sources (Ciriello et al., 2018;

Nylén and Holmstrém, 2015), which confirms the relevance of CSR’s boundary-spanning effect.

4.3 Hypotheses development

The components necessary for digital innovation tend to be disseminated, as the digital
innovation process is often conducted with loosely organized external partners (Ciriello et al.,
2018; Nambisan et al., 2017; Nylén and Holmstrom, 2015; Soluk et al., 2021b), such as crowd-
sourcing campaigns or ecosystems (Boudreau et al., 2011; Mollick, 2014; Nambisan, 2017),
which make open innovation practices suitable for the development of digital innovation (Urbinati
et al., 2020). Therefore, SMEs with scarce resources must open up their innovation process
(Brunswicker and Vanhaverbeke, 2015; Grama-Vigouroux et al., 2020; Parida et al., 2012;

Spithoven et al., 2013), shifting from a centrally planned innovation process to one decentralized

75



4 Corporate social responsibility as a driver of digital innovation

and enriched with ideas, knowledge, and technologies from external stakeholders (Chesbrough,
2006). Despite limited resources, opening up the innovation process and adding information and
knowledge from outside the business enables the firm to develop new technologies (Parida et al.,
2012; Werner et al., 2018), which facilitates digital innovation processes and outcomes (Ciriello
etal., 2018; Nambisan et al., 2017; Nylén and Holmstrom, 2015; Soluk et al., 2021a). An example
of open innovation is developing software by applying open-source development processes. Firms
doing this are more innovative than those using less collaborative development methods (Piva et

al., 2012).

Given that an open innovation process requires the channeling of information from out-
side the organization to the inside and vice versa (Chesbrough and Bogers, 2014), both internal
(i.e., employees) and external stakeholders (i.e., community members) are relevant innovation
resources for the firm (Gassmann et al., 2010). Some actors may have strong ties both within the
company and with external stakeholders (i.e., customers), thus having a hybrid role. However,
these exchange processes require trust between the collaboration partners (Ceci and Iubatti, 2012;
Lowik et al., 2012). The stronger the firm’s relationship with its internal and external cooperation
partners, the better the information exchange (Lowik et al., 2012). Hence, generating a positive
effect on a firm’s innovation output is dependent on timely and efficient identification and man-
agement of relationship networks (Brunswicker and Vanhaverbeke, 2015; De Massis et al., 2018;

Granovetter, 1983; Gurau and Lasch, 2011).

Therefore, the collaboration process with employees, customers, and the community in
general (e.g., universities or local authorities) is of utmost importance in a digital innovation pro-
cess. Employee-related CSR activities can be used strategically to acquire a decent reputation as
an employer (Voegtlin and Greenwood, 2016), resulting in an increased willingness to share in-
formation and promote innovation (Ko and Choi, 2019). Customer-related CSR positively affects
a customer’s perception of a firm (Hur et al., 2014; Luo and Bhattacharya, 2006), encouraging
interactive feedback and the development of new or improved products or processes (Cheng et
al., 2014). Moreover, community-related CSR enables SMEs to establish valuable relationships
with the community, allowing them access to the strategically relevant information they often
lack (Niehm et al., 2008; Spence et al., 2003). Therefore, employee-, customer- and community-
related CSR activities serve as instruments to facilitate trust among collaboration partners, en-

hancing information sharing in a digital innovation process. Consequently, we hypothesize the

following:
Hla: An increase in employee-related CSR is positively associated with SME’s
digital innovation.
Hlb: An increase in customer-related CSR is positively associated with SME’s

digital innovation.

76



4 Corporate social responsibility as a driver of digital innovation

Hle: An increase in community-related CSR is positively associated with
SME'’s digital innovation.

Digital technological knowledge is a vital resource for companies wanting to enhance
the development of digital innovation (Lyytinen et al., 2016; Tiwana and McLean, 2005). How-
ever, as SMEs have relatively low visibility compared to larger companies, their reputation is not
as widely acknowledged, making them less desirable when recruiting highly qualified employees
(Cable and Turban, 2003). Motivating employees working within the company, keeping fluctua-
tion low, and presenting the company in a positive and employee-friendly light can make them
more desirable. Furthermore, it is easier for smaller companies to form relationships with their
staff than their larger counterparts (Wilkinson, 1999), which is particularly important when ap-
plying intra-organizational knowledge exchange (Maurer et al., 2011). Concerning the latter, Lin
(2007) emphasizes that a knowledge-sharing climate significantly impacts employees’ willing-

ness to share their knowledge with others.

Cohen and Levinthal (1990) argue that the ability to commercialize new knowledge
relies on the availability of intra- and inter-organizational networks and on the ability to manage
those knowledge streams. The latter’s effectiveness is not merely determined by the potential
access to outside knowledge but, more importantly, by the actual ability to acquire, assimilate,
translate, and exploit it internally. While network relationships are the precondition for knowledge
spillovers, ACAP is the determining parameter for the actual usage of this knowledge within the
firm (Lichtenthaler and Lichtenthaler, 2009). In this context, the company must create a culture
that promotes collaboration (Hossinger et al., 2020). Zahra and George (2002) suggest conducting
activities (e.g., fostering social networks) to improve the social integration of internal and external

stakeholders, which increases the firm’s ACAP by lowering the knowledge-sharing barriers.

Employee-, customer- and community-related CSR activities can draw favorable atten-
tion to the firm, thus creating an image of trustworthiness (Du et al., 2011; Niehm et al., 2008;
Spence et al., 2003; Vlachos et al., 2009; Voegtlin and Greenwood, 2016) and encouraging inter-
nal and external stakeholders to interact with each other and share their knowledge with the com-
pany (Holmes and Smart, 2009), thus actively contributing to the innovation process. Therefore,
CSR can help strengthen the SME’s ability to acquire, assimilate, translate, and exploit external

knowledge, thus positively influencing ACAP. We hypothesize the following:

H2a: An increase in employee-oriented CSR activities is positively associated
with SME’s ACAP.

H2b: An increase in customer-oriented CSR activities is positively associated
with SME’s ACAP.

H2c: An increase in community-oriented CSR activities is positively associated
with SME’s ACAP.
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Digital innovation is a creative transformation of knowledge requiring appropriate ad-
aptation to a firm’s specific business environment and effective use and incorporation of different
sources’ knowledge and expertise. The decentralized nature of digital innovation complicates the
management of specific and diverse independent knowledge streams (Ciriello et al., 2018; Nam-
bisan et al., 2017; Nylén and Holmstrom, 2015). A firm’s acting individuals are required to inte-
grate external knowledge into its digital innovation process to ensure successful knowledge trans-
formation (Tiwana and McLean, 2005). Considering that the significant barriers to the digitization
of SME:s are not related to the availability of hard- and software but the shortage of skilled per-
sonnel (Arendt, 2008), it is particularly evident that ACAP is a crucial precondition to foster
SMEs’ digital innovation processes (Zobel, 2017).

Recent literature has shown that CSR can positively affect SMEs’ technological inno-
vation (Bocquet et al., 2019). Considering that there is a missing link between CSR and innovation
outcomes, Surroca et al. (2010) find that CSR positively affects human capital, reputation, and
the organizational culture of a firm, consequently increasing its financial performance. Similarly,
Tang et al. (2012) theoretically use ACAP to explain the relationship between CSR and economic
outcomes. Since ACAP enables a firm to adapt to changing market requirements more effectively,
Kostopoulos et al. (2011) found empirical evidence that ACAP positively affects a firm’s inno-
vation performance. Transferring these findings to the phenomenon of digital innovation—which
we understand as a new combination of digital and physical components (Fichman et al., 2014;
Van Looy, 2021; Yoo et al., 2010)—we argue that the ability to acquire, assimilate, translate, and
use external knowledge internally is a critical success factor and mediator toward digital innova-
tion.

Looking through a boundary-spanning lens, we claim that investments in employee-,
customer- and community-related CSR activities should positively affect digital innovation by
utilizing new external knowledge through ACAP. Specifically, we propose that the CSR activities
in which SMEs have invested incentivize employees’ interactions and involvement and encourage
them to share their knowledge (Fernhaber and Patel, 2012), leading to a positive impact on digital
innovation. Furthermore, the consideration of ACAP might lead firms to process novel infor-
mation and knowledge derived from CSR activities more effectively, which might constitute a
mediation concerning the role of ACAP in the CSR digital innovation relationship. Thus, we also
follow Surroca et al. (2010) by positing that ACAP is an intangible asset and should at least par-

tially mediate the relationship between CSR and digital innovation and propose the following

hypotheses:
H3a: ACAP mediates the relationship between SME’s employee-related CSR
and digital innovation.
H3b: ACAP mediates the relationship between SME’s customer-related CSR

and digital innovation.
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H3ec: ACAP mediates the relationship between SME’s community-related CSR
and digital innovation.

The theorized relationships are depicted in Figure 4.1.

Figure 4.1 Conceptual model

Employee-related CSR

Customer-related CSR Absorptive capacity |—» Digital innovation

A

Community-related CSR

4.4 Methodology

4.4.1 Measures
4.4.1.1 Dependent variable

The dependent variable derived from our hypotheses is digital innovation. According to
Yoo et al. (2010) and Van Looy (2021), digital innovation is the implementation of new combi-
nations of digital and physical components to create digital products, services, and operations.
We used Groberg et al.’s (2016) method to measure an SME’s digital innovation performance.
This measurement consists of two subscales: 1) digital products and services, and 2) digital oper-
ations. The first subscale comprises four items encompassing the breadth of digitized products or
services, and determining whether digital goods are created by a firm (Groberg et al., 2016; Porter
and Heppelmann, 2014). The second subscale also comprises four items and reflects the adoption
of digital technologies that monitor, optimize, and automate a company’s operational processes
(Groberg et al., 2016; Porter and Heppelmann, 2014). In sum, we examined eight different items
ranging from the development of digital products and services to the digitization of processes
along the value chain. Following Yoo et al. (2010), we used these subconstructs to identify digital
innovation. We measured all items on a five-point Likert scale, ranging from 1 (strongly disagree)
to 5 (strongly agree). The standardized loadings for our digital innovation measure were all above

0.700. Cronbach’s alpha referring to instrument reliability was o= 0.896, and Raykov’s factor
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reliability coefficient referring to composite reliability was » = 0.898. Moreover, confirmatory
factor analysis showed that all items loaded significantly and resolutely on each subdimension
and were associated with reasonable-to-good measures of model fit (CFI=0.829,
RMSEA = 0.195). Subsequently, we achieved satisfactory validity and reliability for our digital
innovation measure. We averaged the individual items to obtain the score for our regression anal-

ysis.

4.4.1.2 Independent variable

The independent variables derived from our hypotheses are 1) employee-, 2) customer-,
and 3) community-related CSR. We measured these CSR activities with El Akremi et al.’s (2018)
established CSR scale. Employee-related CSR, encompassing seven items, deals with issues such
as work-life balance, training opportunities, health and safety, discrimination, and employee com-
pany support. The way a company treats its customers is reflected by the customer-related CSR
subscale, which includes five items. Community-related CSR, also comprising seven items, de-
scribes the extent to which a company is engaged in improving local social life in its region. All
items were self-reported and measured using a five-point Likert scale ranging from 1 (strongly
disagree) to 5 (strongly agree). Principal-component factor analysis showed that the 19 items of
the overall CSR measure loaded on three components, with factor loadings of 0.520 or higher.
The reliability coefficient Cronbach’s alpha is a = 0.841 for employee-related CSR, a = 0.679 for
customer-related CSR, and a. = 0.861 for community-related CSR. Raykov’s factor reliability co-
efficient » = 0.822 for employee-related CSR, = 0.682 for customer-related CSR, and » = 0.860
for community-related CSR. Confirmatory factor analysis showed that all items loaded signifi-
cantly and resolutely on each subdimension and were associated with reasonable-to-good
measures of model fit (CFI = 0.885, RMSEA =0.072). Although Cronbach’s alpha narrowly
missed the recommended 0.700 threshold for employee-related CSR, the overall confirmatory
factor analysis results indicated a reasonable degree of instrument reliability (Taber, 2018). The

items were averaged to obtain a score for the various CSR activities.

4.4.1.3 Mediator variable

The mediator variable is ACAP, which organizational research defines as the ability to
“acquire, assimilate, transform and exploit external knowledge” (Zahra and George, 2002, p. 186)
for commercial ends. ACAP’s focus lies on knowledge creation (Matusik and Heeley, 2005) and
the method of learning and utilizing knowledge from external stakeholders (Lane and Lubatkin,
1998). Based on this definition, we built on the established ACAP construct designed by Jansen
et al. (2005) and adapted by Fernhaber and Patel (2012). This construct consists of two subscales,
measuring the potential (through nine items) and the realized ACAP of a company (through
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11 items). All items of the subscales were self-reported and measured using a five-point Likert
scale ranging from 1 (strongly disagree) to 5 (strongly agree). The standardized loadings for the
overall ACAP measure ranged from 0.260 to 0.700, Cronbach’s alpha was o = 0.867, and Ray-
kov’s factor reliability coefficient was r = 0.872. Although the standardized loading on the overall
ACAP measure was slightly below the minimum criterion of 0.300 in one item (0.260), the scale
has been extensively tested and applied in quantitative business research. Moreover, confirmatory
factor analysis (CFI = 0.787, RMSEA = 0.080) points to good reliability and fit for this study’s

purpose. All items were condensed using an average index for our empirical regression analysis.

4.4.1.4 Control variables

We considered several control variables that could simultaneously affect ACAP and
digital innovation. We controlled various industry sectors such as manufacturing, construction,
trade, services, and crafts. We expected that firms within the manufacturing and service sectors
would naturally demonstrate higher levels of innovation and ACAP than firms within the trade or
crafts sector. We created six dummy variables, each representing a specific industry sector. If the
company was part of the industry sector, the dummy value took 1; if the company was not part of
the industry sector, the dummy value took 0. Then we controlled for the firm’s size and age. In
terms of size, previous studies indicate that a firm’s size is positively connected with both a firm’s
capacity to innovate and its ACAP (Tsai, 2001; Jansen et al., 2005); therefore, we included the
number of employees in the metric form. Likewise, previous studies indicate that older firms
could have an advantage in experience over younger firms (Autio et al., 2000; Jansen et al., 2005);
accordingly, we included the firm’s age as a further control. We also controlled for innovation.
Previous research indicates that central drivers of ACAP are internal research and development
investments and conventional cooperation activities (Cohen and Levinthal, 1990; Mowery et al.,
1996). Therefore, as a proxy for research and development activities, we controlled whether the
company had introduced new products, services, or processes to the market within the last three
years. Furthermore, we controlled for competitiveness. This control reflects a company’s com-
parative competitive advantage. Consequently, we asked firms to provide information about how
they assess their economic success, image, capacity for innovation, job security, and wage level
compared to their closest competitor. Additionally, we controlled for a firm’s business situation
(Chih et al., 2010; Kashmiri and Mahajan, 2014b) by asking firms to evaluate their current busi-
ness situation in terms of total revenue, earnings before interest and taxes, and cash flow. Consid-
ering that a firm’s awareness of digitization is beneficial for both ACAP (Coronado-Medina et
al., 2020) and digital innovation (Groberg et al., 2016), we also controlled for a firm’s degree of
digitization. Moreover, as assessing a firm’s CSR, ACAP, and digital innovation depend on a
certain degree of a respondent’s position and the related range of tasks within the firm, we con-

trolled whether the respondent was a managing director, board member, or part of the remaining
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staff. Finally, we added university cooperation in innovation projects to control the firm’s inno-

vation engagement with external partners.

dels.

1n our regression mo

Table 4.1 describes the variables we used

Table 4.1 Variable description
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4.4.2 Sample and data

We based our empirical analysis on a dataset collected by surveying 73,023 privately-
owned German companies between January and March 2019. We randomly selected all compa-
nies using the Bureau van Dijk’s AIDA database in its full version. Out of the 73,023 companies
we addressed via email, 70,714 did not participate. In total, we received responses from 2,309
privately-owned companies, corresponding to a response rate of 3.16%. We excluded responses
leaving the relevant questions unanswered. Furthermore, the SME definition of the Institut fiir
Mittelstandsforschung (IfM, 2016) Bonn, whereby the SME must employ less than 500 people
and have an annual turnover of under 50 million Euros, led us to exclude those firms not comply-
ing with this definition, yielding a sample of 520 German SMEs to estimate the empirical models

used to test our hypotheses.

To ensure the quality of the data, we employed well-tested scales from previous research
and consulted independent experts in survey design and methodology. We comprehensively sur-
veyed self-reported information provided by the companies regarding their current business and
market situations, their ability to recognize, assimilate, and apply new knowledge for commercial
ends, and their CSR activities. Since the survey was conducted in Germany, questions were first
translated into German and then into English for this article. To further ensure the data quality,
we tested for potential non-response bias and common-method bias. Specifically, we tested for
non-response bias by comparing the respondents’ characteristics (e.g., number of employees and
firm age) with those of the non-respondents and found no significant mean differences. We also
tested for potential common-method bias by performing Harman’s single-factor test (Harman,
1967). The results indicated an eight-factor solution with eigenvalues greater than one, cumula-
tively explaining 65.46% of the overall variance; the first of these factors accounted for 12.37%
of the explained variance. Thus, we can disregard both non-response and common-method bias

in this study.

4.4.3 Results

In terms of descriptive characteristics, the responding SMEs are, on average, 49 years
old and have 68 employees. In terms of the industry sector, 38% of them are from the service
sector, followed by the manufacturing (20%), trade (12%), construction (10%), and crafts (9%)
sectors. The remaining 11% is from other sectors. Table 4.2 gives the descriptive characteristics

of the variables used in the empirical analysis.
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Table 4.2 Descriptives

Variables Mean Std. Dev. Min Max Cronbachs a Raykov’s rel.
Dependend variable 3.197 0.943 1 5 0.896 0.898
Digital innovation 3.197 0.943 1 5 0.896 0.898
Mediator variable

ACAP 3.732 0.503 2.143  4.850 0.867 0.872
Independend variables

Employee-related CSR 4.097 0.686 1 5 0.841 0.822
Customer-related CSR 4.433 0.548 5 0.679 0.682
Community-related CSR 2.563 0.978 1 5 0.861 0.860
Controls

Manufacturing 0.202 0.402 0 1 - -
Construction 0.100 0.300 0 1 - -
Trade 0.123 0.329 0 1 - -
Services 0.381 0.486 0 1 - -
Crafts 0.087 0.281 0 1 - -
Other sectors 0.108 0.310 0 1 - -
Firm’s age 48.921 38.181 1 219 - -
Firm’s size 67.810 89.868 0 500 - -
Innovation 0.617 0.487 0 1 - -
Business situation 3.645 0.765 1.333 5 0.833 0.847
Competitiveness 3.554 0.546 1 5 0.706 0.713
Degree of digitization 3.229 0.884 1 5 - -
Managing director 0.302 0.460 0 1 - -
Board member 0.535 0.499 0 1 - -
Staff 0.163 0.370 0 1 - -
University cooperation 0.060 0.237 0 1 - -

Notes: Number of obs. = 520

The pair-wise correlations among critical variables show only weak correlations be-
tween the independent variables. Moreover, the variance inflation factors range from 1.09 (lowest
value) to 3.52 (highest value). Overall, these results suggest the presence of moderate multi-col-
linearity (Hair et al., 1998). Hence, the confidence intervals produce more reliable probabilities,
and the statistical significance of the independent variables is not undermined in the empirical

model. Table 4.3 shows the pair-wise correlations among key variables.

We tested our research hypotheses empirically by applying the multiple linear regres-
sion approach following Baron and Kenny’s (1986) and MacKinnon et al.’s (2007) mediation
analysis procedure. Therefore, we estimated five regression models: in Models 1 and 2, we ex-
amined the influence of the controls on a company’s ACAP and digital innovation; then, in Model
3, we regressed the employee-, customer- and community-related CSR on ACAP; in Model 4, we
examined the influence of the different CSR activities on the extent of digital innovation. Finally,
in Model 5, we measured both CSR activities and ACAP on digital innovation. We present the
estimation results of our five regression models in Table 4.4. The results show supporting evi-

dence for hypotheses 1c, 2a, 2b, 3a, and 3b and the lack of it for hypotheses 1a, 1b, 2¢, and 3c.
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Table 4.3 Matrix of correlation
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Table 4.4 Regression results

Model 1 Model 2 Model 3 Model 4 Model 5
ACAP Digital innovation ACAP Digital innovation
Independent variable
Employee-related CSR 0.23926%*** 0.11376* 0.00684
0.03506 0.06301 0.06536
Customer-related CSR 0.20918*** 0.17696** 0.08348
0.04860 0.07981 0.07505
Community-related CSR 0.00653 0.08750%* 0.08458%**
0.02043 0.03913 0.03824
Mediator variable
ACAP 0.44686%**
0.08554
Controls
Manufacturing' 0.05649 0.03425 -0.07807 -0.07552 -0.04063
0.07656 0.12820 0.06766 0.12527 0.12057
Construction' -0.01138 -0.03261 -0.10885 -0.12464 -0.07600
0.08784 0.15537 0.07909 0.15419 0.14874
Trade! 0.16080** 0.28506** 0.04879 0.19474 0.17294
0.07708 0.13763 0.06806 0.13300 0.12638
Services! 0.04291 0.34203*** -0.04504 0.26183** 0.28196***
0.06897 0.11479 0.06125 0.11189 0.10549
Crafts' -0.03116 -0.09146 -0.14854* -0.18610 -0.11973
0.09446 0.15593 0.08159 0.14962 0.14697
Firm’s age -0.00028 -0.00516** -0.00052 -0.00579** -0.00556**
0.00148 0.00260 0.00130 0.00257 0.00246
Firm’s age * firm’s age 0.00000 0.00003* 0.00001 0.00003** 0.00003**
0.00001 0.00001 0.00001 0.00001 0.00001
Firm’s size 0.00006 -0.00001 -0.00030 -0.00030 -0.00017
0.00020 0.00042 0.00020 0.00042 0.00041
Innovation 0.17241*** 0.52744*** 0.05756 0.41764%** 0.39192%%**
0.04287 0.07681 0.03846 0.07924 0.07739
Business situation 0.12918*** 0.13940%*** 0.10544*** 0.12234%** 0.07522
0.02981 0.05095 0.02774 0.04982 0.04814
Competitiveness 0.21050%*** -0.14484* 0.12231*** -0.21931%** -0.27397%**
0.04546 0.07453 0.04167 0.07443 0.07428
Degree of ditization 0.05720%** 0.42465%** 0.04585** 0.41424%%%* 0.39375%**
0.02614 0.04540 0.02294 0.04405 0.04254
Managing director? 0.06482 -0.20431* -0.00213 -0.28076** -0.27981%**
0.06749 0.10975 0.05755 0.11169 0.10789
Board member? 0.14381** -0.13427 0.07882 -0.19253** -0.22776**
0.06205 0.09417 0.05057 0.09338 0.09099
University cooperation 0.13020 0.32958*** 0.13327* 0.31856%* 0.25901**
0.09477 0.12512 0.07334 0.12375 0.12331
Constant 2.06474%** 1.61126%** 0.82421*** 0.73649* 0.36818
0.15952 0.29319 0.22096 0.37520 0.34356
R-squared 0.261 0.349 0.449 384 0.416
F-test 11.890%** 19.670%** 19.070%*** 18.790%** 22.710%**
Number of obs 520 520 520 520 520

Notes: *** p<0.01, ** p<0.05, * p<0.1, robust standard errors in parentheses;
Reference: Other sectors; 2Reference: Staff

Regarding Model 2, we found that well-performing innovative SMEs with a more pro-
nounced awareness of digitization in the service sector increased their digital innovations. Inter-
estingly, the SME firm size seems to have no significant impact on digital innovation. In Model
4, we found that employee-related CSR (B =0.114; p-value = 0.072), customer-related CSR
(B=0.177; p-value = 0.027), and community-related CSR ( = 0.088; p-value = 0.026) each pro-
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vide a positive significant effect on an SME’s digital innovation. Thus, following Model 4, hy-
potheses 1a, 1b, and 1c seem to be supported by the data. Furthermore, the results of Model 3
show significant positive effects for both employee-related CSR (B = 0.239; p-value = 0.000) and
customer-related CSR (f = 0.209; p-value = 0.000) on SMEs” ACAP. These results confirm both
hypotheses 2a and 2b. However, no significant effect was found for community-related CSR

(B =0.007; p-value = 0.749), leading us to reject hypothesis 2c.

Following the four-step procedure to assess the potential mediation by ACAP (Baron
and Kenny, 1986; MacKinnon et al., 2007), the results from Model 5 show that ACAP fully me-
diates the relationship between employee- or customer-related CSR and digital innovation. As
shown in Model 4, employee- and customer-related CSR positively effects an SME’s digital in-
novation. Then, as shown in Model 3, a significant positive relationship was found between em-
ployee- or customer-related CSR and SME’s ACAP. Next, Model 5 shows that a significant rela-
tionship exists between ACAP and digital innovation (f = 0.447; p-value = 0.000) when control-
ling for employee-, customer- and community-related CSR. Finally, in Model 5 the coefficients
of employee-related CSR (B = 0.007; p-value = 0.917) and customer-related CSR ( = 0.084; p-
value = 0.267) are no longer significant, which indicates a full mediation. In conclusion, we ob-
served two mediation effects for employee- and customer-related CSR: the relationship between
these two CSR activities and digital innovation is mediated by ACAP. Consequently, we found
supporting evidence for hypotheses 3a and 3b. Moreover, although a positive relationship be-
tween employee- and customer-related CSR and digital innovation initially appears in Model 3,
in-depth mediation analysis shows that ACAP is the crucial link between employee- and cus-
tomer-related CSR to digital innovation. The direct effects of both employee- and customer-re-
lated CSR on digital innovation are not significant, and therefore, their effect on digital innovation

is fully mediated by ACAP. Thus, ultimately, hypotheses 1a and 1b are not supported by the data.

Moreover, the results from the bootstrap test (MacKinnon et al., 2007) show that the
mediation effects are significantly different from zero. The statistical significance was tested with
5,000 bootstrap samples on a 95% bias-corrected confidence interval level. A mediation effect is
classified as significant in the bootstrap test if zero is not within the respective range of the boot-
strapping confidence intervals. The estimation results show that ACAP mediates the relationship
between employee-related CSR and digital innovation, as zero is not within the respective range
of the bootstrapping confidence interval (lower limit = 0.060; upper limit = 0.161). This finding
strengthens the empirical support for hypothesis 3a.

Furthermore, the bootstrap test shows similar results for the mediating role of ACAP in
terms of customer-related CSR. Again, zero is not within the bootstrapping confidence interval
(lower limit = 0.049; upper limit = 0.144), further supporting hypothesis 3b. However, we found
no empirical support that ACAP mediates the relationship between community-related CSR and

digital innovation. The results of the bootstrap test show that zero lies within the respective range
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of the bootstrapping confidence interval (lower limit = -0.014; upper limit = 0.021). As a result,
the mediation effect is insignificant. Therefore, we must reject hypothesis 3¢. The results can be

found in Table 4.5.

Table 4.5 Bootstrap estimation for mediation effects

Bootstrap Bootstrap  Lower-level Upper-level

Coef SE Bootstrap CI Bootstrap CI
Employee-related CSR (indirect effect) 0.107 0.026 0.064 0.168
Customer-related CSR (indirect effect) 0.095 0.027 0.049 0.160
Community-related CSR (indirect effect) 0.003 0.009 -0.015 0.022
TOTAL indirect effect 0.203 0.044 0.130 0.305

Finally, to check the robustness of our results, we ran the regression models using the
path analysis part of the structural equation model known as the structural component, and we
obtained the necessary coefficients using a seemingly unrelated regression model. Our main re-
sults remained robust. Table 4.6 provides an overview of the hypotheses and their empirical sup-

port.

Table 4.6 Results of the hypotheses testing

Hla: An increase in employee-related CSR activities is positively associated with SME’s digital x

innovation.

Hlb: An increase in customer-related CSR activities is positively associated with SME’s digital x
innovation.

Hlc An increase in community-related CSR activities is positively associated with SME’s digital ¥
innovation.

H2a: An increase in employee-related CSR activities is positively associated with SME’s ACAP. v
H2b: An increase in customer-related CSR activities is positively associated with SME’s ACAP. 4
H2c: An increase in community-related CSR activities is positively associated with SME’s ACAP. %

H3a: ACAP mediates the relationship between SME’s employee-related CSR activities and digi- ¥
tal innovation.

H3b: ACAP mediates the relationship between SME’s customer-related CSR activities and digi- 4
tal innovation.

H3c: ACAP mediates the relationship between SME’s community-related CSR activities and dig- %
ital innovation.

Regarding the effects of our control variables, it is worth drawing attention to the age
effect on digital innovation. Analytically, we checked for the non-linearity of the relationship by
adding quadratic (squared) power terms as a non-linear model (Mitchell, 2012). As shown in
Model 5, we found empirical evidence for a significant non-linear relationship (Bag. = -0.0055;
p = 0.024; Bagerage = 0.00003; p = 0.042). In Figure 4.2, we illustrate the curved nature of the rela-
tionships based on the predicted values of Model 5. We found a U-shaped (convex) relationship
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between the firm’s age and digital innovation (see Figure 4.2). We also found that digital innova-
tion decreases with firm’s age for most SMEs (i.e., left of the dashed line that indicates the 90%

percentile).

Figure 4.2 Ordinary least squares quadratic regression results (visualization of the age effect)
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4.5 Discussion

Established SMEs with a scarce resource base often lack the skilled personnel necessary
for digital innovation (Arendt, 2008; Soluk and Kammerlander, 2021). Based on a survey of 520
German SMEs, we explored how established SMEs can succeed in a digital economy by exam-
ining CSR and ACAP and using these as drivers of digital innovation. We found that employee-,
customer- and community-related CSR activities increase the digital innovation possibilities in
SMEs. Specifically, the relationships between employee- or customer-related CSR activities and

digital innovation are fully mediated by ACAP.

ACAP seems to act as a bridge between both employee- and customer-related CSR ac-
tivities and digital innovation, which contradicts our assumption that through CSR, increased in-
formation flows between a firm and its stakeholders will directly increase the firm’s digital inno-

vation. CSR helps a firm build the capabilities to process this new information and apply it to
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commercial ends. An explanation for this finding may be that through CSR, increased trust be-
tween a firm and its employees or customers (Du et al., 2011; Spence et al., 2003; Vlachos et al.,
2009; Voegtlin and Greenwood, 2016) results in a higher interaction, thereby improving mutual
understanding (Cheng et al., 2014). Increased understanding of employees and customers may
allow the firm to better transform stakeholders’ loosely expressed thoughts into specific products
and processes (Liao et al., 2007). Especially in an open innovation context, CSR can increase trust
among stakeholders to facilitate the digital innovation process. Hence, boundary-spanning CSR

activities act as strategic tools for SMEs aiming at outperforming competitors.

However, we found no mediating effect for the relationship between community-related
CSR and digital innovation, which shows that although community-related CSR activities can
positively affect an SME’s digital innovation, it is not due to an increase in its ability to acquire,
assimilate, transform, and exploit new knowledge. This could be because the community gener-
ally does not have enough network ties within the studied SMEs and cannot affect a firm’s ACAP.
Following Surroca et al. (2010), we believe that other intangible assets mediate the relationship
between community-related CSR and digital innovation. Although we have not definitively as-
certained the extent of the effect of community-related CSR on digital innovation, we can assume

that it 1s not ACAP.

Our analyses reveal a U-shaped (convex) relationship between firm age and digital in-
novation. While young SMEs show relatively high levels of digital innovation, these decrease
when a firm is aging which is in line with empirical research concerning non-digital innovation,
proving that older firms tend to decrease in innovativeness since they tend to engage in lower-
risk and, consequently, more incremental innovation (Balasubramanian and Lee, 2008; Coad et
al., 2016). We found a similar pattern for digital innovation, proving that new ventures, which
tend to be previously founded in a digital ecosystem (Elia et al., 2020; Le and Tarafdar, 2009;
Sussan and Acs, 2017), achieve higher levels of digital innovation than older SMEs (Arendt,
2008; Quinton et al., 2018; Soluk and Kammerlander, 2021). Hence, established SMEs need to
counteract their decreasing ability to innovate digitally by conducting CSR activities. However,
in our data sample, we found a few particularly old SMEs that managed to avoid such a decrease
and have exceptionally high levels of digital innovation, thus leading to the U-shaped (convex)
relationship between firm age and digital innovation. We encourage future research to explore the

key drivers making those firms more successful than others in digital innovation.

Our research enabled us to make essential theoretical contributions. We contributed to
the debate on whether CSR generates positive economic business outcomes (Barnett, 2007,
Bocquet et al., 2019; Matten and Moon, 2008). By building trust and reciprocity toward different
stakeholders, CSR activities positively affect economic outcomes. As previous research has indi-
cated, this effect is not necessarily direct (Surroca et al., 2010; Tang et al., 2012) but is mediated

by intangible assets, such as ACAP, in terms of stakeholders with network ties. Our results show
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that the pathway of achieving economic outcomes through CSR strongly depends on which stake-
holder benefits from the respective CSR activity, highlighting the relevance of CSR as a strategic

instrument in fostering economic outcomes.

In addition, we provided evidence for the relevance of the boundary-spanning theory,
particularly regarding innovation in SMEs. Often, established SMEs do not have the necessary
resources to enter new markets successfully when seeking further exploration of market opportu-
nities (Baumbach et al., 2020; Dias et al., 2020). This resource lack also applies to the adoption
of new technologies. Using Tushman’s (1977) boundary-spanning theory, we provided a new
explanation of how SMEs with insufficient resources can manage to acquire, assimilate, trans-
form, and exploit external knowledge sources (i.e., ACAP). The compatibility of the boundary-
spanning theory with the concept of open innovation allows a more comprehensive understanding

of the economic aspects of CSR and the innovation process of resource-lacking SMEs in general.

Furthermore, we contributed to the ongoing debate on how companies, especially
SMEs, can improve their competitive position in a digitally transformed economy (Soluk and
Kammerlander, 2021). Specifically, SMEs can overcome their lack of knowledge by opening up
their innovation process. We explained how SMEs could accelerate their digital innovation output
by fostering proper relationships with their stakeholders (i.e., conducting CSR). Our empirical
analyses showed that SMEs could support digital innovations by increasing their ACAP through
CSR activities while targeting different stakeholders. Therefore, we increased the theoretical un-
derstanding of how SMEs can use their network relations optimally to adapt and be competitively

viable within a digital economy.

From a practical standpoint, many SMEs may be unaware that CSR activities can help
them efficiently solve future problems related to their resource scarcity, whether digital or non-
digital. SMEs should learn to advertise their use of CSR activities and take advantage of them for
economic improvement. For example, through sustainability reporting (Hsueh, 2018), CSR activ-
ities can signal to stakeholders, thereby encouraging meaningful cooperation (Su et al., 2016;
Zerbini, 2017). Moreover, especially since a company’s ability to innovate seems to decrease with
age (Balasubramanian and Lee, 2008; Coad et al., 2016), resource-scarce SMEs could explicitly

evaluate the potential benefits of investing in CSR activities.

Nevertheless, as in any empirical study, some factors limited the results of our analyses.
The examined SMEs were ultimately too small to provide accessible, comprehensive, and pub-
licly available information, and due to their size, they were not required to provide detailed re-
ports. Since the determinants of interest are socially desirable, there is also a risk that the reported

data may be biased (El Akremi et al., 2018). Furthermore, we are aware that misleading practices
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(e.g., greenwashing) can cause external parties to doubt the sustainability information promul-
gated by organizations (Lock and Seele, 2016). However, this enables future research to take a

deeper look into how CSR-related greenwashing impacts the processes described in our study.

The implementation of CSR strategies within a company necessitates a significant time
lapse before the effects can be assessed. A panel dataset should be used to explore the causal
relationship between CSR and its outcomes. However, our study is based on cross-sectional data
collected in Germany at a single point in time. That is, even though we are confident that a medi-
ation analysis is the appropriate model to test our research question, we are aware that, from an
empirical viewpoint, we have to refer to this model as a causal model in a highly restricted sense.
Thus, many alternative explanations could probably be offered with the empirical model we pro-
pose—including reverse causality. However, we believe that this is a problem with almost any
statistical analysis. Consequently, this means that the causal arguments must be strongly grounded

in a set of strong theoretical predictions, which we believe is the case in this study.

Moreover, our study did not consider every feasible predictor from previous studies,
thus, omitted variable bias might be an issue. For instance, previous studies indicate that available
financial resources, employee commitment, or the amount of time invested is critical for an
SME’s digital innovation process (Soluk and Kammerlander, 2021). Although our context-related
research approach affects the general applicability of our results, it offers the possibility of testing
our results using datasets from different cultural and economically developed regions, which can

help to understand CSR-related outcomes through comparative studies.

4.6 Conclusion

We identified a growing interest in digital innovation, where current research provides
little insight into how established SMEs should position themselves competitively in a digitized
economy and remain competitive when hampered by resource constraints. Our study successfully
shows that CSR, as a boundary-spanning instrument, can be used to drive digital innovation by
increasing ACAP. Especially in an open innovation context, CSR increases the effectiveness of
developing digital innovation. Furthermore, the theoretical concept of our study provides a solid

basis for future SME-specific CSR and digital innovation research.
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5 The moderating role of socioemotional wealth on post-succession performance in

small and medium-sized family firms

Sabrina Schell « Christoph Stock ¢ Laura Piitz « Arndt Werner

Abstract

This study focuses on the moderating role of socioemotional wealth (SEW) within family small
and medium-sized enterprises (SMEs) by examining whether and to what extent a dynastic suc-
cession event influences post-succession performance. Based on data drawn from 344 German
family SMEs and relying on a multidimensional scale to account for the heterogeneity in owning
families’ affective endowment, our key finding is that firms with high SEW after a succession
event generate higher post-succession performance than their counterparts with low SEW. In sum,
our study identifies SEW in its specific dimensions to be substantial post-succession performance

antecedents.

Keywords: Family firms, SMEs, socioemotional wealth, performance, succession.
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5.1 Introduction

Family firms regularly face the important challenges of designating and organizing their
business dynastic succession. To successfully hand over the firm, strategic decisions have to be
made (Cabrera-Suarez et al., 2001; Motwani et al., 2006), successors have to be found (Basco and
Calabro, 2017; Chrisman et al., 1998) and the succession has to be organized operationally (Bruce
and Picard, 2006; Sharma et al., 2003). Because the succession process is complex and requires
additional resources, which could be otherwise utilized to enhance the firm’s performance
(Bennedsen et al., 2007), complications during the succession process can quickly threaten the

existence of a firm.

This is especially true for small and medium-sized enterprises (SMEs), which are mostly
controlled by owning families (Motwani et al., 2006). For example, to preserve control over the
firm, the owning families of SMEs tend to appoint less qualified family members as successors
rather than more competent non-family candidates (Basco and Calabro, 2017; Goémez-Mejia et
al., 2011), often resulting in performance decline, which may a temporary setback until balance
is restored—or also definite (Werner et al., 2021). Although family firm succession often leads to
changes affecting the firm’s performance (Ahrens et al., 2019; Bennedsen et al., 2007; Chang and
Shim, 2015; Pérez-Gonzalez, 2006; Smith and Amoako-Adu, 1999; Wennberg et al., 2011), this
does not mean that family SMEs will always fail after succession, as there are still family firms
that have been successfully operating for more than a century (Koiranen, 2002; Martinez-Sanchis

et al., 2020).

Succession-related family firm research traditionally focuses on the main actors (i.e.,
incumbents, successors, and the owning family) to determine which of their traits positively affect
the transition process (Le Breton-Miller et al., 2004). Recent research has broadened the field by
emphasizing the effect that family dynamics have on succession events (Amore et al., 2021;
Chang and Shim, 2015). This scope of research has also encompassed the effects that family
conflicts (Ghee et al., 2015; Jayantilal et al., 2016), communications (Daspit et al., 2016; Schell
et al., 2020), and intrafamily planning (Calabro et al., 2018) may have on the post-succession
performance of a family firm. In an entreprencurial context, Werner et al. (2021) examined the
succession process and found that after succession, the performance of family SMEs can actually
be enhanced. The authors argued that a successor, in seeing new growth opportunities, will con-
sequently readjust the firm’s strategy accordingly, thereby increasing the performance of the fam-

ily firm in the long run.

For explaining a poorer financial performance of family firms than non-family firms,
researchers have often drawn from socioemotional wealth (SEW) (Martin and Gémez-Mejia,

2016). SEW describes the “nonfinancial aspects of the firm that meet the family’s affective needs,
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such as identity, the ability to exercise family influence, and the perpetuation of the family dyn-
asty” (Gémez-Mejia et al., 2007, p. 106). This implies that controlling the firm is beneficial to the
owning family to fulfill the family members’ affective and emotional needs. To preserve the
firm’s SEW, the owning family may make entrepreneurial decisions that are not always econom-
ically rational, as they may be based on the non-economic motives of family members (Gémez-

Mejia et al., 2011).

Interestingly, however, recent research has provided strong empirical evidence that
SEW positively affects family firms’ performance (Debicki et al., 2017; Ng et al., 2019; Razzak
and Jassem, 2019). The study at hand intends to resolve these ambiguities by arguing that SEW
increases the longevity of a family firm by helping to overcome family specific tensions emerging
in a succession period. Specifically, we argue that SEW positively affects (i.e., moderates) the
relationship between the succession event and post-succession performance (i.e., financial per-
formance in the years after the succession event has taken place) because SEW has a mitigating
effect on the intrafamily conflicts related to dynastic succession, which in turn helps the successor
initiate new growth impulses. Since this relationship has not yet been examined empirically, this
study poses the following overall research question: What influence does SEW have on the post-

succession performance in family SMEs?

Drawing on Hauck et al.’s (2016) multidimensional SEW measure, we examine the im-
pact of SEW on post-succession performance through the following three dimensions to verify
whether their relevance is upheld: renewal of family bonds through dynastic succession, emo-
tional attachment of family members, and identification of family members with the firm. Based
on data collected from 344 German family SMEs, we provide empirical evidence that those firms
that manage to keep their level of SEW high after the succession event also generate higher post-
succession performance in the long run. Thus, we conclude that SEW is a key driver of the posi-
tive relationship between the length of time elapsed since the last succession event and post-suc-
cession performance results. Focusing then on the individual SEW dimensions, our results show
that the renewal of family bonds though dynastic succession and the identification of family mem-
bers with the firm are the key drivers that positively moderate post-succession performance. Alt-
hough hypothesized, we do not find a significant effect between the emotional attachment of fam-

ily members and post-succession performance.

This study thus provides empirical evidence that SEW can potentially be used as a stra-
tegic tool by owning families (Strike, 2012; Swab et al., 2020) to manage a transition event suc-
cessfully (Le Breton-Miller et al., 2004) and achieve longevity. However, the literature thus far
has neglected SEW as an instrument to maintain viability and enhance performance in the context
of the often-difficult succession transition phases of family firms. Furthermore, this study pro-
vides a new theoretical perspective by showing that the effect of SEW is related to the specific

life cycle stage of a family SME. While it is argued that SEW may theoretically have a negative
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effect on family firm performance (e.g., Martin and Gomez-Mejia, 2016), SEW might partially
compensate for this negative effect during a transition phase by lowering the potential for intra-

family conflict.

The paper is structured as follows: First, an overview of the applied literature and theo-
ries is given. Then, our derived hypotheses are tested and analyzed in seven models by regression
analysis. This is followed by a discussion of our results as well as the possible limitations and

outlook for future research.

5.2 Theory and hypotheses

5.2.1 Post-succession performance in family small and medium-sized enterprises

It is imperative that family firms going through a succession event continue to maintain
and show enhanced performance to remain viable within the market (De Massis et al., 2008;
Wennberg et al., 2011). However, the emphasis on both organizational and family goals during
the succession process can create tensions within the firm (Minichilli et al., 2014; Zellweger and
Astrachan, 2008). For example, Kotlar and De Massis (2013) pointed out that these possibly con-
tradictory goals may also influence the behavior of firm-involved family members in the post-
succession phase. Ownership composition changes, and especially in a cousin consortium, own-
ership can be fragmented (Salvato, 2004; Schulze et al., 2003). The different visions that family
members may have about a firm’s future can create conflicts during the transition process (Davis
and Harveston, 1999; Jayantilal et al., 2016). These conflicts can negatively affect the company
and subsequently may have a negative effect on the future development of the family firm’s per-

formance after a succession.

Consequently, recent research has begun to focus on factors helping family firms to
increase post-succession performance. In this regard, Werner et al. (2021) showed that firm
growth rates increase in the post-succession phase as information discrepancies between incum-
bents and successors inevitably dissolve. However, if the entrepreneurial abilities of a successor
are underdeveloped, previous owner involvement may shield the firm from deficits and can help
train the successor accordingly (Ahrens et al., 2018). Calabro et al. (2018) argued that family
firms should choose their successors based not on primogeniture but rather on the offspring’s
actual competence and ability to run the firm. For example, the ability of the successor to take
over and expand the incumbent’s social capital (i.e., professional network) is a key driver of post-
succession performance (Bouguerra et al., 2016).

Nevertheless, many family firms do not survive the third generation (Koiranen, 2002).
Therefore, it can be postulated that although the succession event represents a caesura in the life

cycle and is crucial factor for longevity, research has not yet been identified why some family

SMEs succeed in this phase and why others do not.
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5.2.2 The concept of socioemotional wealth and its relationship to post-succession per-

formance

Taking into account that the owning family profits not only financially but also affec-
tively by operating a business, Gomez-Mejia et al. (2007) built on behavioral agency theory,
which assumes that executives are primarily loss averse and only secondarily risk averse (Wise-
man and Goémez-Mejia, 1998), and created the concept of SEW. SEW is defined as the owning
family’s affective endowment within the firm, indicating “that personal pride and self-concept of
family members tend to be intimately tied to the business” (Gémez-Mejia et al., 2011, p. 654),
which the owning family is eager to preserve. It is theorized that to preserve SEW, family mem-
bers may even neglect financially advantageous projects if they entail the risk of a loss of SEW

(Gémez-Mejia et al., 2011).

To better examine the effects of SEW as well as the different SEW tendencies among
family firms, a multidimensional measure of SEW was developed by Berrone et al. (2012) using
five different dimensions: family control and influence (F), identification of family members with
the firm (I), binding social ties (B), emotional attachment of family members (E), and renewal of

family bonds to the firm through dynastic succession (R).

When aggregated, those dimensions result in the so-called FIBER scale. The family
control and influence dimension refers to the conventional way of separating family firms from
non-family firms through family ownership and/or management and identifies the strength of the
family’s involvement in the business. Identification of family members with the firm expresses
the identifying power that the family members have toward the firm. The stronger this dimension
is, the greater the individual family members feel attached to their firm and thus the more alle-
giance they will be prepared to give. Since family members often see the firm as an extension of
their own family, they also place a higher value on good, reciprocal stakeholder relations, which
are described by the binding social ties dimension of FIBER. The emotional attachment of family
members among family members influences managerial decisions within the family business, for
example, by securing the life’s work of the predecessor, also due to the emotional connection and
therefore changes in the company. Furthermore, with the help of the renewal of family bonds
through dynastic succession dimension, the transgenerational orientation of family companies,
particularly when a successful succession has taken place, is also taken into account (Berrone et

al., 2012).

Criticism of the still relatively new FIBER scale is frequently based on the argument
that it does not fully meet the theoretical definition and therefore needs to be further improved
(e.g., Chua et al., 2015; Miller and Le Breton-Miller, 2014; Schulze and Kellermanns, 2015). In
their attempt to validate the FIBER scale, Hauck et al. (2016) provided empirical evidence that

the operationalization of both family control and influence and binding social ties does not
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properly reflect the SEW concept. In their explanation of this finding, they argued that the dimen-
sion family control and influence mainly refers to actual control that the business family has over
the firm and does not reflect the affective endowment of the owning family. In a related vein, the
dimension binding social ties is argued to solely refer to the existence of social relationships while
neglecting the affective endowment associated with these relationships. Based on their findings,
Hauck et al. (2016) suggested the exclusion of both dimensions and introduced the empirically
validated shortened REI scale. Taking this into consideration, the theoretical and empirical anal-

ysis of our study relies on the shortened REI scale.

With respect to post-succession performance, family firm research has concentrated on
the traits of the corresponding successor (Ahrens et al., 2018, 2019; Calabro et al., 2018; Schepker
et al., 2017). Studies analyzing the impact and effect of contextual factors such as SEW on finan-
cial performance are still scarce and the few empirical studies focusing on this relationship have

yielded mixed results.

While Schepers et al. (2014) found that SEW negatively moderates the positive rela-
tionship between entrepreneurial orientation and performance, recent empirical research showed
that SEW is positively related to the family firm’s performance (Debicki et al., 2017; Ng et al.,
2019). For example, SEW can foster the ability of family owners to make resources available to
achieve the company’s goals (Razzak and Jassem, 2019). Thus, whether SEW relates positively
or negatively to performance depends on the strategic goals of the firm (Martin and Gémez-Mejia,
2016). Relying on the SEW dimensions, which are slightly different from those of the FIBER and
REI scales, Debicki et al. (2017) provided empirical evidence that SEW goals emphasizing the
importance and continuity of family within the firm can have a strategic impact on the family

business and thus lead to positive performance.

Based on the knowledge that when experiencing business succession, family owners
provide additional resources to achieve the firm’s goals (Ahrens et al., 2019), this is especially
true for SEW-driven family firms (Razzak and Jassem, 2019). We therefore argue that SEW can
be a stabilizing and strategic element in a period of change such as dynastic succession, and can
positively affect post-succession performance. Especially in the long term (i.e. with a greater dis-
tance to the succession event), these effects can become apparent benefiting family businesses
that manage to maintain SEW through succession. Consequently, we derive the following base-

line hypothesis:

H1 (baseline): SEW moderates post-succession performance positively. With an in-
creasing number of years since the last succession took place, performance increases for
family firms with high SEW and decreases for family firms with low SEW.
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5.2.3 The moderating role of renewal of family bonds through dynastic succession

Since family entrepreneurs have a strong desire to preserve their own entrepreneurial
achievements by building an entrepreneurial legacy (Jaskiewicz et al., 2015), it can be assumed
that high levels of affective commitment by family members (Sharma and Irving, 2005) are an
inherent attribute of an owning family’s transgenerational orientation (Casson, 1999; Zellweger
et al., 2012). Consequently, family entrepreneurs often wish for their family descendants to take
over the business after their death to continue the legacy. Accordingly, the family business be-
comes part of the family heritage and tradition (Minichilli et al., 2014; Williams Jr et al., 2018).
Based on this, Gomez-Megjia et al. (2007) posited the survival of the family dynasty as a central
element of SEW. This family-related goal has a high priority in family-influenced firms and a
major effect on all corporate activities (Lee and Rogoff, 1996; Zellweger et al., 2012). Taking
those insights into consideration, as well as Goémez-Mejia et al.’s (2007) conceptual work, Ber-
rone et al. (2012) further refined the transgenerational orientation of family firms through the
renewal of family bonds to the firm through dynastic succession as a dimension with which to

measure SEW.

The family’s desire to build a dynasty can therefore be a crucial element in handing over
the family firm successfully. The greater the family’s dynastic orientation, the more prone the
members will be to support the succession process (Zellweger et al., 2012). Specifically, a suc-
cessful handover requires family business knowledge (Cabrera-Suarez et al., 2001) and business-
specific social capital (Arregle et al., 2007; Schell et al., 2018). Since a strong tendency for the
renewal of family bonds motivates and generates intrafamily support even after the succession
has formally taken place, a positive association between higher degrees of SEW and post-succes-
sion performance can be expected. A strong desire for the renewal of family bonds through dy-
nastic succession can therefore generate the intrafamily support required for a successful hando-

ver and subsequently affect the family firm’s performance (Daspit et al., 2016).

In sum, we therefore argue that the performance levels that a family business will
achieve after a handover depends strongly on the SEW dimension renewal of family bonds
through dynastic succession. The higher the transgenerational orientation of the family members,
the more motivated family members will be to support the succeeding generation to cope with the
challenge of the firm’s short- and long-term performance during and after succession, which, for
example, can be realized by the willingness of owners to invest resources within the company
(Razzak and Jassem, 2019). The succession process can be viewed as an entrepreneurial process
by both generations (Nordqvist et al., 2013; Werner et al., 2021), which is a long-term and inter-
generational investment (Gomez-Mejia et al., 2011). We therefore consider that the transgenera-
tional orientation of the business family, reflected in the renewal of family bonds dimension,
positively affects the relationship between the time since the last succession and post-succession

firm performance. Consequently, we hypothesize the following:
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H2a: Renewal of family bonds through dynastic succession positively moderates post-
succession performance. With an increasing number of years since the last succession
took place, performance increases for family firms with high renewal of family bonds
through dynastic succession and decreases for family firms with low renewal of family
bonds through dynastic succession.

5.2.4 The moderating role of emotional attachment of family member

Given that members of the entrepreneurial family are often involved in the family firm
as managers, there is an overlap of the family and the firm, which results in the emotions of family
members influencing corporate management (Berrone et al., 2010; Craig et al., 2014; Eddleston
and Kellermanns, 2007). Such emotions develop dynamically and can include happiness, warmth,
tenderness, fear and resentment, insecurity, disappointment or anger (Allen and Meyer, 1990;

Carlock and Ward, 2001; Eddleston and Kellermanns, 2007; O’Reilly and Chatman, 1986).

A strong emotional attachment of the family members can facilitate altruism, leading to
family members caring for each other, as well as being committed and loyal to the family and to
the firm (O’Reilly and Chatman, 1986; Schulze et al., 2003). High emotional attachment within
the family can lead to family support, which can be a key success factor in the transition process
and beyond (Eddleston and Kellermanns, 2007; Friedman, 1991). However, Eddleston and Kel-
lermanns (2007) found that the succession process can also expose profound emotional problems
within the family and can become a field of tension when family members prioritize their personal
interests over a successful handover. Subsequently, strong emotional attachment among family
members can therefore be helpful to successfully navigate the handing over of the firm (Daspit et
al., 2016; Kotlar and De Massis, 2013), influencing family satisfaction and long-term success (Le
Breton-Miller et al. (2004). Therefore, the emotional state of the family affects not only the suc-
cess of the transfer but also ultimately the performance of the company (Eddleston and Keller-

manns, 2007).

Hence, we propose that the post-succession performance of a family business after the
handover is affected by the SEW dimension emotional attachment of family members. The
stronger the emotional bonds, the more likely it is that family members will be willing to put aside
their own personal goals for the greater good of the family firm (Le Breton-Miller et al., 2004;
Meier and Schier, 2016) and will most likely support the successor in maintaining, or even im-
proving, the firm’s performance (Debicki et al., 2017; Strike et al., 2015). Again, the extent to
which the family was a support or a burden to the successor during the pre- and posttransition
phases only becomes apparent further down the line after the handover. This leads us to consider
that emotional attachment positively affects the relationship between the time since the last suc-

cession and post-succession firm performance. Accordingly, we hypothesize the following:
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H2b: Emotional attachment of family members positively moderates post-succession
performance. With an increasing number of years since the last succession took place,
performance increases for family firms with high emotional attachment of family mem-
bers and decreases for family firms with low emotional attachment of family members.

5.2.5 The moderating role of identification of family members with the firm

The need for family members to be part of a group is fulfilled through identification.
Considering that a great part of a business family’s life is naturally centered on the family busi-
ness, the majority of family members tend to identify themselves strongly with their company
(Allen and Meyer, 1990; Kepner, 1983). The family-influenced corporate identity of the family
business is usually also shared by non-family members of the firm (Miller and Le Breton-Miller,
2005), which consequently shapes collaboration among organization members (Kepner, 1983).
As a result, internal and external stakeholders associate the corporate image with the image of the
family, and vice versa (Astrachan and Botero, 2018). Therefore, Gomez-Mejia et al. (2007) con-
cluded that identification with the family firm makes up for a large part of a family’s affective
needs. Berrone et al. (2012) considered these aspects in the dimension identification of family
members with the family firm, with a scale they adapted from O’Reilly and Chatman (1986), Allen
and Meyer (1990), Carlock and Ward (2001), and Klein et al. (2005).

Since family members identify themselves with their business, identification with the
family business can be a stabilizing factor for the success of the family firm’s transition (Astra-
chan et al., 2018; Botero et al., 2019), especially if succession plans exist (Werner et al., 2021).
Succession plans enable all parties involved to understand the succession process as an entrepre-
neurial process and thus take advantage of the opportunity to shape the succession positively
through entrepreneurial activities (Ahrens et al., 2019; Nordqvist et al., 2013). In terms of strong
identification with the family firm, family members will be supportive of the new successor to
protect the future viability of the firm, entrepreneurial activities, and consequently their own iden-
tity. Accordingly, high levels in this dimension make it easier for family members to put their
personal interests on hold (Allen and Meyer, 1990; O’Reilly and Chatman, 1986). Thus, the pro-
found sense of belonging can activate family resources needed for a successful handover and can
subsequently result in greater motivation to support the successor to improve the performance of

the firm in general (Friedman, 1991; Kidwell et al., 2012; Villalonga and Amit, 2006).

We therefore propose that the post-succession performance of family firms is affected
by strong levels of the SEW dimension identification of family members with the firm. Potential
successors change their role during the succession process (Cater and Justis, 2009), gaining more
access to information (Schell et al., 2018; Wolff et al., 2022), more responsibility (Cabrera-Suarez

et al., 2001) and thus more room for maneuvers. This can lead to a renewal in enthusiasm and
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engagement in the family business, which can also have a positive impact on (non-family) em-
ployees (Chrisman et al., 2015; De Massis et al., 2008). To protect their own identity, family
members will offer more support for successors and will therefore indirectly affect a firm’s per-
formance in a positive way (Gallucci et al., 2015). However, this support only becomes apparent
over time and after the new generation has taken over, following in the long run of the family
firm development. Hence, we consider that identification with the family firm positively affects
the relationship between the last succession and the firm’s post-succession performance. As a

result, we hypothesize the following:

H2c: Identification of family members with the firm moderates post-succession perfor-
mance positively. With an increasing number of years since the last succession took
place, performance increases for family firms with high identification of family mem-
bers with the firm and decreases for family firms with low identification of family mem-
bers with the firm.

Figure 5.1 outlines our research framework illustrating that SEW in family SMEs can
be divided into different dimensions. The business family and the family business are particularly
prone to conflict and crisis during a dynastic succession, which can affect the performance of the
business. Through its moderating influence, SEW can have a lasting positive effect on this suc-

cession event and therefore positively affect the business as a whole.

Figure 5.1 Derived hypotheses

Socioemotional wealth
(three dimensions*)

H1l(#+)
H2a (+)
H2b (+)
H2e (+)
Time span since g Post-succession
succession took place g performance

* ie., (i) renewal of family bonds through dynastic succession,
(i) emotional attachment of family members,
(i) identification of family members with the firm
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53 Methodology

5.3.1 Data collection and sample

Our data are based on a survey of 73,023 privately-owned German firms that was con-
ducted between January 2019 and March 2019. All firms were randomly selected using the Ger-
man database AIDA-Bureau van Dijk (full version). Out of the 73,023 companies we addressed
via email, 70,714 did not participate. In total, we received responses from 2,309 firms, corre-
sponding to a response rate of 3.16%. Of the 2,309 firms that participated in the survey, 1,697
with incomplete responses were eliminated. Furthermore, the SME definition of the Institut fiir
Mittelstandsforschung (ItM, 2016) Bonn, which states that an SME must employ fewer than 500
people and have an annual turnover of under 50 million Euros, led us to exclude 22 firms not
complying with this definition. In addition, as the present study examines family firms, responses
from 268 non-family firms were not considered in this study. After these exclusions, a final da-
taset of 344 responses of family firms could be used for the empirical analysis. Prior to data col-
lection, the suitability of our questionnaire was ensured by using well-tested scales and by con-
sulting independent experts on the design and methodology of the survey. As a result, the ques-
tionnaire include far-reaching questions on the current situation of the company and its structure,
performance and family ownership. As the survey was conducted in Germany, the questions were

first translated into German and then back-translated into English for the article.

5.3.2 Measures
5.3.2.1 Dependent Variable

Performance (in our case, post-succession performance) can be measured in different
ways. Following Covin et al. (1990), we asked the companies to rate their current business situa-
tion based on the following three subscales: sales, profit and cash flow. These three subscales
were measured on a 5-point Likert-type response scale from 1 (“Very poor”) to 3 (“Neutral”) to
5 (“Very good”). To obtain a score for each of the four subscales, the respective items were aver-
aged. Principal component analysis showed that the three performance items loaded on one com-
ponent only, with factor loadings of 0.683 or higher—clearly above the suggested 0.30 as the
minimum criterion for an item (Costello and Osborne, 2005). The scale reliability was p = 0.83.

Cronbach’s alpha was 0.83.

5.3.2.2 Independent Variable

To examine the effect of time after succession on the post-succession performance, we
composed the independent variable time span since succession, which was measured in years after

the last formal succession event has taken place. Based on the question “In which year did the last
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succession of the family business to the next generation took place?”, we calculated the year of
the succession, i.e., 2019 (the year of the survey) minus the year of the last succession event (e.g.,
2016). The mean value of the time span since succession is 9.36, its standard deviation is 0.78

and its range is 0 (i.e., first generational (founder) firms) to 69 years.

5.3.2.3 Moderating Variables

One of the central variables in our models is SEW, which represents the moderation
variable. As explained above, we drew on the established and validated shortened REI-SEW scale
of Hauck et al. (2016) with the three subdimensions: “renewal of family bonds through dynastic
succession”, “emotional attachment of family member” and “identification of family members
with the firm”. Each of these dimensions was based on three items and was measured on a 5-point
Likert-type response scale ranked from 1 (“Doesn’t apply at all to”) to 3 (“Neutral”) to 5 (“En-
tirely true”). To obtain a score for each of the three measures, the items of the three scales were
averaged. Notably, for the regression analysis, all SEW measures were standardized and central-
ized. Principal component analysis showed that the three items of renewal of family bonds
through dynastic succession loaded on one component only, with factor loadings of 0.475 or
higher. The scale reliability was p = 0.84. The Cronbach’s alpha was 0.77. The three items of
emotional attachment of family members also loaded on one component only, with factor loadings
0f'0.789 or higher. The scale reliability was p = 0.89, and the Cronbach’s alpha was 0.90. Finally,
the three items of identification of family members with the firm also loaded on one component
only, with factor loadings of 0.715 or higher. Here, the scale reliability was p = 0.83, and the
Cronbach’s alpha was 0.84.

5.3.2.4 Control Variables

The present study included a set of control variables that may affect SEW and the post-
succession performance of family SMEs simultaneously. These variables include industry sector
(manufacturing, construction, trade services, crafts, other), firm size (number of employees), firm
age (years), firm generational stage (first generation firm, second generation firm, third and more
generation firm) and a dummy variable for ownership (with 0 meaning that the share of equity
capital owned by the family is less than 50% and 1 meaning 50% or more) and innovation (with
0 meaning that the firm has made no product or process innovations in the last three years and 1

meaning they have).

A description of the variables we used for our regression analysis is shown in Table 5.1.
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Table 5.1 Descriptive statistics and description of variables
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Results

5.4

The correlations between the variables are shown in Table 5.2. Notably, there are only

weak correlations between the independent variables, and there seems to be no problem concern-

ing multicollinearity.

Table 5.2 Matrix of correlation
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To empirically test our hypotheses regarding the moderating effect of the different SEW
dimensions on the relationship between the time span since succession and post-succession per-
formance in family SMEs, we used linear multiple regression. Based on the described control
variables, we analyzed the effect of the dimensions on post-succession performance (model 1)
and then added the time span since succession and SEW_R (model 2), SEW_E (model 4), and
SEW I (model 6) to one different model each. Second, the moderating effects of SEW R,
SEW _E and SEW I proposed in H2a, H2b, and H2c were tested by the interaction terms time
span X SEW_R (model 3), time span x SEW_E (model 5), and time span x SEW I (model 7),
respectively. Our baseline hypothesis was tested in models 8 and 9. The results of our regression

models are presented in Table 5.3.

Models 2, 4 and 6 fail to show a significant effect of the time span since succession and
the post-succession performance of family SMEs. On the other hand, they show significant posi-
tive effects of SEW R (model 2: f =0.1585; p <0.01), SEW_E (model 4: § =0.1263; p <0.01),
and SEW _I (model 6: p=0.1476; p < 0.01) on the performance measure. This finding indicates
that with high levels of these different SEW dimensions, the post-succession performance is also
high. These results are consistent with prior findings of Ng et al. (2019) that SEW positively
affects firm performance. Furthermore, we also find significant positive effects of firm size and
innovation in all seven models. However, firm age, family ownership share and generational stage

seem to have no effect on the firm’s post-succession performance—all things equal.

For H2a, H2b and H2c, we proposed that SEW R, SEW_E, and SEW_I would posi-
tively moderate the relationship between the time span since succession and post-succession per-
formance. In model 3, we find a significant positive moderating effect of SEW_R on the relation-
ship between time span and post-succession performance (model 3: B = 0.0066; p < 0.05), provid-
ing support for H2a. However, the results of model 5 do not show significant results regarding
time span x SEW_E, which leads us to reject H2b. Furthermore, the results of model 7 show a
weak significant positive moderating effect of SEW I on the relationship between the time span
since succession and post-succession performance (model 7: B = 0.0058; p <0.1). Because the
interaction term time span x SEW I is weak, we conclude that model 7 provides only partial
support for H2¢. Last but not least, we find empirical support for our baseline hypothesis (H1)
that the time span after the last intra-family business succession event is positively moderated by
overall SEW (model 9: = 0.006; p <0.05). Figure 5.2 presents the results of our significant
moderation hypotheses (H1, H2a, and H2c).
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Table 5.3 Regression results
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5 The moderating role of socioemotional wealth on post-succession performance

The curves of the slopes of the moderation models (right side of Figure 5.2) clearly
show that when compared to family firms with an average SEW (i.e., total SEW and SEW in the
dimensions (a) renewal of family bonds to the firm through dynastic succession and (b) identifi-
cation of family members with the company), those with an above average SEW have a higher
post-succession performance and those with below average SEW have a lower post-succession

performance with increasing time after the last succession event.

Figure 5.2 Moderation effects
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In summary, we find some support for our hypotheses, which confirms our theoretical
considerations regarding the moderating effect of SEW on the relationship between the time span
since succession and post-succession performance in family SMEs. We conclude that the hetero-
geneous results regarding the post-succession performance in family SMEs can be partly ex-

plained by examining them through the lens of SEW—especially in its specific dimensions.

5.5 Discussion and Conclusions

The aim of this study was to understand why some family firms have better post-suc-
cession performance than others, especially with an increasing number of years after the succes-

sion event. We examined this relationship in the context of different SEW dimensions, namely,
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5 The moderating role of socioemotional wealth on post-succession performance

renewal of family bonds to the firm through dynastic succession, emotional attachment of family
members, and the identification of family members with the company (Berrone et al., 2012; Hauck
et al., 2016). While our results provide support for a positive moderating effect for the SEW di-
mensions renewal of family bonds and identification of family members, we did not find evidence

for a moderating role of emotional attachment of family members.

Our study makes several contributions. First, it contributes to the current debate on the
heterogeneity of family businesses (Chua et al., 2012; Priigl, 2019). Family businesses perform
differently after business succession, and many family businesses still fail after this important
stage in their life cycle (Cucculelli and Micucci, 2008; Hauck and Priigl, 2015; Jaskiewicz et al.,
2016). The study contributes by examining the moderating role of different SEW dimensions and
their role in family business succession, especially in the long run. Family businesses that succeed
in the handover process and, above all, in managing this renewal successfully can achieve sus-
tainable performance (Berrone et al., 2012; Gémez-Mejia et al., 2018; Ng et al., 2019). In the
context of the debate on heterogeneity in family businesses, the topic of the entrepreneurial family
and its particularities has recently been placed in the focus of research (Jaskiewicz and Dyer,
2017). Here, socialization in family businesses and emotional attachment were emphasized (Rau
et al., 2019). We found in our study that emotional attachment has no significant influence on
post-succession performance with an increasing number of years since the last succession had
taken place. We suggest that there could be a counteracting negative effect within emotional at-
tachment between family members on post-succession performance. This can arise, for example,
from nepotism and the accompanying preference for family members regardless of their compe-
tencies, which nevertheless play a significant role in the succession process (Cabrera-Suarez et

al., 2001; Handler, 1994; Le Breton-Miller et al., 2004).

Second, this study contributes to research on business succession (Le Breton-Miller et
al., 2004). To date, success factors are still being sought that enable family businesses to make a
successful succession and be successful after business succession (Le Breton-Miller et al., 2004;
Umans et al., 2020; Zybura et al., 2021). Our study shows that the “renewal of family bonds”
during and after business succession can be a key success factor (Berrone et al., 2012). Renewal
ensures the long-term orientation of the entrepreneurial family and the family business and can
therefore function as a stabilizing factor (Cennamo et al., 2012). However, family firms also have
to be able to make decisions in the short term to ensure performance (Allison et al., 2014; Debicki
etal., 2017; Stubner et al., 2012; Zellweger, 2007). A particularly high level of emotional attach-
ment does not seem to have any influence. These findings may also contribute to practitioners,
especially advisors (Michel and Kammerlander, 2015; Strike, 2013). The preservation of the fam-
ily legacy and the emphasis on this legacy as well as the goal to successfully hand over a business
form the basis for a business succession and can unite the family and influence their decisions

(Hammond et al., 2016; Lumpkin et al., 2010).
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Third, this study is one of the first to empirically differentiate between the different
SEW dimensions, especially R, E and I (Hauck et al., 2016). While in the past, SEW was partly
mapped via other proxies, e.g., via F-PEC (Klein et al., 2005) or ownership, the currently devel-
oped scales offer a differentiated view. However, the differentiation of the individual dimensions
also shows that the different dimensions work in different ways, and it can be worthwhile to dif-
ferentiate between them to obtain a finer-grained picture (Priigl, 2019). We provide evidence that
the R dimension (“renewal of family bonds through dynastic succession™) has an influence on
post-succession performance, which is not surprising. Interestingly, no significant influence of
emotional bonds and only a limited influence of the identification of family members with the
family business was found. This provides initial indications that SEW cannot and need not nec-
essarily be an explanatory instrument in its entirety but that differentiation is definitely worth-
while (Priigl, 2019). This can be a starting point for future research on SEW in other contexts,

such as strategic decision-making processes.

5.6 Limitations

As with any empirical work, our study comes with a number of limitations, most of
which indicate fruitful avenues for further research. The analyzed sample was collected in Ger-
many. The results can vary in other countries due to different cultural conditions as well as dif-
ferent values and attitudes of the family toward the company (Gelfand et al., 2006). Additionally,
we only requested data from 2019 (cross-sectional data), so our sample only refers to this point
in time. Consequently, our results are not necessarily transferable to other contexts. The results
do not show any cause-and-effect relationships. Furthermore, such data are susceptible to bias
due to low response or misclassifications due to bias in recalls. In addition, we have only one
response per company. For future research, it would be interesting to show the development of
the SEW dimensions in the individual years in terms of post-succession performance using a panel
dataset. In summary, our study shows important influences on post-succession performance as a
result of the nonfinancial goals of the entrepreneurial family. A long-term and stable orientation
of SEW can be seen by family businesses as a strategic tool to increase the performance of the
company in the long term and to successfully overcome disruptions, such as those in the succes-

sion and post-succession process.
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6 Summary and conclusion

6.1 Summary of research questions and responses

Using different methodologies, the four studies of this dissertation found answers to the

initially proposed research questions.

RQ1.1: Which antecedents drive a family firm’s corporate social responsibility?

The reviewed research stream focuses on family antecedents dominated by measures
using family ownership, family management, or both. However, the methods used to measure
family influence have recently become more sophisticated. Concurrently, the more precisely var-
iables can measure family influence and FAM, the more likely it is for the firm to benefit from
family resources and positively affect CSR. A focus on CSR firm antecedents was identified,
particularly on (internal) non-financial antecedents predominantly examining the effect of gov-
ernance (e.g., El-Kassar et al., 2018; Campopiano et al., 2014; Terlaak et al., 2018) and non-
family management (e.g., Martinez-Ferrero et al., 2017; Oh et al., 2019; Samara et al., 2018).
With only two studies examining the effect of firm financial antecedents, it is apparent that further

research is still needed.

RQ1.2: Which outcomes do family firms realize through corporate social respon-

sibility?

Family firm outcomes were divided between family outcomes (e.g., family well-being,
family harmony, SEW) and firm outcomes (e.g., performance, innovation, financial gain). It was
found that CSR-related family firm research is primarily concerned with the firm outcomes of
CSR. The studies reviewed mainly show that CSR helps family firms achieve increased perfor-
mance (e.g., Adomako et al., 2019; Choi et al., 2019; Kashmiri and Mahajan, 2014b). Although
the reviewed literature occasionally acknowledged the importance of family outcomes (e.g.,
Campopiano and De Massis, 2015; Niehm et al., 2008; Zientara, 2017), no study provided empir-
ical evidence showing the impact that CSR-improved stakeholder relations have on such out-
comes. Thus, the literature review aligns with Jaskiewicz and Dyer (2017) ascertaining a lacuna
in family subsystem research. It is theorized that family firms also conduct CSR to generate family

outcomes, and the research potential is enormous and should be explored.

RQ1.3: Which of the family firm’s corporate social responsibility antecedents
and outcomes correspond?

The matching effect of CSR between different antecedents and outcomes was examined

in response to this question. However, the research literature review could not find a precise an-
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swer, and this study could not establish whether specific antecedents, CSR activities, and out-
comes are concretely linked. Although there generally seems to be a positive relationship between
these three categories, which type of CSR will help achieve which specific outcome in family
firms is still unclear. This lack of knowledge may also be since a disproportionately large number
of articles do not distinguish between different types of CSR but rather apply aggregated
measures. Each CSR activity entails different activities and target groups, resulting in different

antecedents and outcomes; therefore, the subject matter invites many research opportunities.

RQ2.1: Does familiness affect corporate social responsibility activities within
family-owned small and medium-sized enterprises?

When taking a closer look at the behavior of family-owned SMEs concerning CSR, the
research showed that FAM is positively related to employee-, customer-, and society-related CSR
activities. Thus, the resource exchange between family and firm encourages a family-owned SME

with high levels of FAM to increase their CSR activities.

RQ2.2: Does organizational identity strength affect corporate social responsibil-
ity activities within family-owned small and medium-sized enterprises?

OlI strength does have a positive direct effect on employee-, customer-, and society-
related CSR activities in family-owned SMEs. The direct positive effect of OI strength on em-
ployee-, customer-, and society-related CSR emerges from the more vital identification that or-
ganizational members feel towards the subsystem firm, resulting in an increased willingness to
invest in CSR (Bingham et al., 2011; Ashforth and Mael, 1989), which will probably be beneficial
for the image of the firm long-term (Cennamo et al., 2012; Cruz et al., 2014; Labelle et al., 2018;
Zientara, 2017).

RQ2.3: Does organizational identity strength affect the relationship between
familiness and corporate social responsibility activities within family-
owned small and medium-sized enterprises?

An adverse moderating effect for OI strength regarding the relationship between FAM
and employee- and customer-related CSR was noted. This effect is attributed to the fact that the
system boundaries of the firm subsystem become more robust with increasing OI strength and
thus less permeable to external influences (Ashforth and Mael, 1989; Hernes and Bakken, 2003;
Sundaramurthy and Kreiner, 2008)—such as FAM. A dampening effect on the FAM effect cannot
be identified for society-related CSR activities, indicating that theorized mechanisms do not apply

to this type of CSR.
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RQ3.1: Do corporate social responsibility activities directly affect digital inno-
vation in small and medium-sized enterprises?

It was identified that community-related CSR directly affects digital innovation. Alt-
hough it can be assumed that CSR has no direct influence on innovation (Surroca et al., 2010), no
mediating effect of ACAP between community-related CSR activities and digital innovation was
found. Since digital transformation is one of the most urgent entrepreneurial problems of the pre-
sent day (Nambisan et al., 2019; Teece, 2018), the mechanisms linking this CSR type and digital

innovation need to be further examined.

RQ3.2: Does absorptive capacity mediate the relationship between corporate so-
cial responsibility activities and small and medium-sized enterprises’
digital innovation?

The study found that employee-, and customer-related CSR activities positively affect
digital innovation, while ACAP fully mediates this relationship. Thus, CSR helps build innova-
tion capabilities by processing new information and effectively applying it to commercial ends.
An explanation for this finding may be that through CSR, increased trust between a firm and its
employees or customers (Du et al., 2011; Spence et al., 2003; Vlachos et al., 2009; Voegtlin and
Greenwood, 2016) results in a higher interaction, thereby improving mutual understanding

(Cheng et al., 2014).

RQ4: What influence does socioemotional wealth, or components of socioemo-
tional wealth, have on the post-succession performance of family-owned
small and medium-sized enterprises?

The research results show that the period since succession does not affect post-succes-
sion performance until the moderating role of SEW comes into play. Above-average levels of the
SEW dimensions renewal of family bonds through dynastic succession and identification of fam-
ily members with the firm are the key drivers that affect post-succession performance positively.
No effect on the emotional attachment of family members was found, showing that the effect of
SEW on post-succession performance cannot be generally validated. In conclusion, although fam-
ily-owned SMEs with high levels of SEW have lower performance levels, they tend to compen-

sate with longevity.

Table 6.1 provides a brief overview of the principal findings per chapter.
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Table 6.1 Research questions and key findings of the dissertation

Research Question

Key Findings

RQ1.1: Which antecedents drive a
family firm’s corporate social re-
sponsibility?

RQ1.2: Which outcomes do family

Research mainly focuses on family antecedents
More differentiated family influence measures (e.g.,
FIFS, SEW) are rarely applied in family firm-related
CSR research

Regarding family firms, outcome-oriented CSR re-

N firms realize by conducting corpo- search is scarce
‘3 rate social responsibility? e Most outcome-related research focuses on firm out-
= comes, while research on family outcomes is scarce
S o Current research literature does not concretely link
specific family firm antecedents, CSR activities, and
family firm outcomes
RQ1.3: Which of the family firm’s e Current research literature does not concretely link
corporate social responsibility ante- specific family firm antecedents, CSR activities, and
cedents and outcomes correspond? family firm outcomes
RQ2.1: Does familiness affect cor- e FAM affects a family-owned SME’s employee-, cus-
porate social responsibility activities tomer-, and society-related CSR positively
within family-owned small and me-
dium-sized enterprises?
RQ2.2: Does organizational identity e Ol strength affects a family-owned SME’s em-
e Strength affect corporate social re- ployee-, and society-related CSR positively
§ sponsibility activities lethm.famlly-
= owned small and medium-sized en-
5 terprises?

RQ2.3: Does organizational identity
strength affect the relationship be-
tween familiness and corporate so-
cial responsibility activities within
family-owned small and medium-
sized enterprises?

Ol strength decreases (i.e., negatively moderates) the
FAM effect on customer-, and employee-related CSR
and does not affect (i.e., moderates) the effect on so-
ciety-related CSR

Chapter 4

RQ3.1: Do corporate social responsi-
bility activities directly affect digital
innovation in small and medium-sized
enterprises?

RQ3.2: Does absorptive capacity me-
diate the relationship between corpo-
rate social responsibility activities and
small and medium-sized enterprises’
digital innovation?

Community-related CSR directly affects digital inno-
vation positively

The positive effect of customer-, and employee-re-
lated CSR on digital innovation is fully mediated by
ACAP

Chapter 5

RQ4: What influence does socioemo-
tional wealth, or components of socio-
emotional wealth, have on the post-
succession performance of family-
owned small and medium-sized enter-
prises?

With an increasing number of years since the last
succession took place, performance increases for
small and medium-sized family businesses with high
SEW and decreases for small and medium-sized fam-
ily businesses with low SEW

In terms of the specific components of SEW, this
holds for the renewal of family bonds to the firm
through dynastic succession and identification of
family members with the firm. No effect was found
on emotional attachment of family members.
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6.2 Implications for theory and practice

Although all four studies dealt with different issues of family-owned SMEs, implica-
tions for theory and practice can be synthesized from the individual findings, notably when un-
derstanding how the owning family’s economic and non-economic needs and different CSR ac-
tivities can be considered as strategic assets of family-owned SMEs. Accordingly, Figure 6.1
summarizes the studies to create a holistic picture. In sum, three sets of findings are derived from

the four studies presented in this dissertation leading to theoretical and practical implications.

Figure 6.1 Summary of the examined variables

i
Firm antecedents

identity strength

| Organizational i

| Absorptive capacity

Corporate social
responsibility

1 Employee-related i
Familiness corporate social - | &)
¥ &y  responsibility i
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@—P Customer-related
) | corporate social -
Renewal of family _ responsibility
bonds through  |-H%) ’

dynastic succession

—HE)——9 Digital innovation

Emotional i ©
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family members

corporate social
responsibility

d_. Community-/
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with the firm
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Firm performance

Y

succession

Time span since i \J

& positive effect
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Firstly, a crucial finding is that family firms should be viewed from a systems theory
perspective. As shown in the initial study in Chapter 2, there is no universal definition for a family

firm. Consequently, a threshold of family ownership, management, or a combination of both is
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often used to identify family firms (Chua et al., 1999; O’Boyle et al., 2012; Shanker and Astra-
chan, 1996; Sharma, 2004). The main drawback of this approach is that it often bundles a heter-
ogeneous group of firms that are difficult to describe generically (Jaskiewicz and Dyer, 2017; Rau
et al., 2019). However, studies 2 and 4 subsequently show that understanding a family firm as a
social system consisting of overlapping subsystems of family and firm allows us to look at it from
the perspective of both the family and the firm. By accepting this explanation of a family firm,
we follow the call of Frank et al. (2017) and Stafford et al. (1999) for a greater focus on the
systemic character of a family firm. Studies 2 and 4 show that FAM and SEW emerging from the
family subsystem significantly and positively impact a family firm’s business activities. Study 2,
in particular, also shows that the firm subsystem’s boundary permeability determines the influ-
ence of the family subsystem on the firm subsystem. Overall, these three studies clarify the need

to define family firms from a broader view, namely a social system consisting of family and firm.

Secondly, studies 1, 2, and 4 show that FAM and SEW should be understood as strategic
assets of family firms. While study 1 shows that family firm research often uses measures reflect-
ing the influence of owning or managing families, study 2 introduces the FAM measure and the
concept of a family firm consisting of (at least) two subsystems. These subsystems interact with
each other and, depending on how resource spillovers from family to firm and interaction are
managed, can lead to more or less success in a family firm. This interaction is essential for re-
source-scarce SMEs, thus compensating for resource deficiencies through FAM. The results of
study 4 also show that SEW, introduced initially to explain a family firm’s tendency to mediocre
performance, can be a strategic asset in the context of a business handover. Therefore, in under-
standing why some family firms perform better than others, we should not look at measures such
as family ownership or family management but deduce what consequences these have for the
development of FAM and SEW in the company. Future research should focus on which strategic

assets stem from family influence and empirically map them in models.

Thirdly, studies 1, 2, and 3 show that CSR should not be understood as a philanthropic
instrument used solely for altruistic motives but as a strategic instrument for achieving long-term
success. Study 1 shows that CSR generates various positive firm and family outcomes driven by
family antecedents. Study 2 indicates through the leveraging of the SFBT that CSR helps nurture
social capital, which is essential, especially for resource-scarce SMEs. These findings feed di-
rectly into study 3, which explicitly shows that CSR helps firms increase innovation capabilities,
enabling them to process new information and apply it to commercial ends, thereby increasing
their levels of digital innovation. This concept is in line with Surroca et al. (2010), stating that
different intangible assets mediate the relationship between CSR and innovation. ACAP seems to
be a potent mediator, showing that complete mediation was found for the customer-, and em-
ployee-related CSR to digital innovation. To inspire future research, study 1 derived several dif-

ferent research questions showing the potential for future outcome-related CSR research.
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On a theoretical level, particularly the findings related to FAM and SEW have the po-
tential to develop the family firm research field further. While most studies use either FAM or
SEW to explain family firm behavior, this dissertation considers that family influence does not
lead to the one or the other but the development of both phenomena. Depending on the family
firm’s current situation, either one or the other has a more decisive influence on the family firm’s
success. Using Stafford et al.’s (1999) SFBT as a framework to categorize the different situations
of a family firm, times of stability and change can be identified as the two main phases. Following
the SFBT, the findings of this dissertation suggest that while in times of stability, FAM plays a
significant role in the family firm’s success, it is SEW in times of change (e.g., succession phase).
Consequently, the concepts cannot be considered in isolation; therefore family firm theory bene-
fits from using integrated theoretical frameworks that combine the aspects of FAM and SEW to
explain the sustainable management in family-owned SMEs.

Using the theoretical implications, family-owned SME managers learn that managing
their firm’s internal and external boundaries is essential. Internal boundary management helps
them leverage the advantages and reduce the disadvantages of family and firm interaction. Study 2
shows that although family influence can positively impact CSR activities, efficiency losses can
occur at the firm’s subsystem boundaries due to low permeability. Furthermore, study 4 shows
that SEW—which seems to harm performance in general—positively affects firm performance in
succession. It is essential for a family-owned SME manager to be aware of the advantages and
disadvantages of family influence and to be able to align the management of the subsystems ac-
cordingly. On the other hand, external boundary management tries to foster the acquisition, as-

similation, transformation, and exploitation of external knowledge.

Whether family-owned or non-family-owned, a manager of a resource-scarce SME
must promote and utilize cooperation with external stakeholders. Understanding and interpreting
the interactions between the family and the firm’s subsystems is a prerequisite to establishing
effective boundary management in family-owned SMEs. This dissertation may motivate family-
owned SME managers to develop vital boundary management instruments that will contribute to

the of the company’ long-term success.

6.3 Limitations and future research avenues

As with all research, this dissertation is subject to certain limitations. Studies 2, 3, and 4
use cross-sectional data to predict the causal effects of family economic and socioemotional needs
on family firm activities and outcomes. Although the empirical analyses were based on extensive
theoretical considerations, cross-sectional data always bears the risk of reverse causality. Changes

in FAM or SEW over time intervals could not be examined; such changes should be monitored
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since internal relationships among family members and their involvement within the firm can

change.

All analyses are carried out with historical data, and although these characteristics and
activities were good practice at the time of data collection, they may not necessarily be applicable
or relevant for the future. Moreover, this dissertation study did not have access enabling it to
consider all previous study predictors; subsequently, omitted variable bias might be an issue. Alt-
hough these factors limit the study findings, the findings are based on solid theoretical consider-
ations and verified by superior methodical instruments, thus, limiting the risk of drawing incorrect

conclusions.

However, such limitations open further research avenues. By applying panel data, future
research could examine whether FAM and SEW change over time, which factors determine an
increase or decrease of FAM and SEW, and the causal effect of FAM and SEW on family firm
activities and performance. Can FAM and SEW be manipulated (e.g., through boundary manage-

ment), and is there an interaction between both measures?

The presented research showed that the answers lie in quantitative research that needs
to be complemented by qualitative research instruments. Answering such questions could provide
crucial practical implications where managers of family-owned SMEs and their advisors could

utilize family influence to help SMEs succeed.

Study 1 found that contextual factors affect the relationship between family specifics
and CSR, whereas some studies show that data sets from different regions affect the relationship
between a family firm and CSR. The datasets in studies 2, 3, and 4 contain only German firms,
limiting the findings and implications to this specific region. For example, owning families in
most Asian countries where the nations’ institutions and corporate governance regulations are
often weaker seem not to have inhibitions about risking their image for financial profits (Welford,
2007). As such, they try to maximize their financial wealth, consequently investing less in CSR
more often (El Ghoul et al., 2016). Therefore, it can be assumed that regional differences result
from the institutional framework and cultural attitudes, e.g., when and whether they place more
or less value on SEW preservation. Research examining contextual effects on the relationship
between family firm specifics and stakeholder-related activities, or even their outcomes using a
multi-national dataset, would promote a deeper understanding of the family-owned firm influence

on the economy.

Study 1 also highlighted vast research opportunities regarding CSR-related family firm
research outcomes. Study 3 of this dissertation identified a relationship between CSR and digital
innovation mediated by ACAP. Nevertheless, family firm antecedents—especially family ante-
cedents (e.g., family harmony, family well-being)—should be linked empirically with the out-
come aspect of CSR, and Study 1 indicated possibilities for future research in this regard. This
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6 Summary and conclusion

concept aligns with Jaskiewicz and Dyer (2017), who state that the family subsystem’s effects
and consequences are underresearched. In sum, there are different family and firm outcomes gen-
erated by CSR activities, which FAM or SEW could also drive. Future research should focus on

those issues to better understand the interactions between these concepts.

In conclusion, given that most SMEs are family-owned, research needs to identify and
comprehend the effect families have on their firms. This study shows how CSR, FAM, and SEW
can be used as strategic assets for success and longevity by examining the mechanisms between
family and firm subsystems. Regardless of its limitations, this dissertation has effectively identi-
fied further research avenues and provides valuable theoretical and practical insights for develop-
ing a deeper understanding of how resource-poor, family-owned SMEs can be sustainably man-

aged for long-term success.
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Appendix 2.1 Content analysis of family firm specific antecedents of CSR (chapter 2)
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Appendix

Appendix 2.2 Content analysis of family firm specific outcomes of CSR (chapter 2)
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Appendix 2.3 Content analysis of family firm specific antecedents and outcomes of CSR
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Appendix 2.3 continued
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Appendix 2.3 continued
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Appendix

Appendix 3.1 Measurement of corporate social responsibility (chapter 3)

Question: Please indicate to what extent you agree with the following statements:
(1 = strongly disagree; 5 = strongly agree)

Employee-related corporate social responsibility

1. Our company encourages its employees to participate to voluntary activities.

2. Our company policies encourage the employees to develop their skills and careers.

3. The management of our company primarily concerns with employees’ needs and wants.
4. Our company implements flexible policies to provide a good work and life balance for its
employees.

The managerial decisions related with employees are usually fair.

6. Our company supports employees who want to acquire additional education.

9]

Customer-related corporate social responsibility
7. Our company provides full and accurate information about its products to its customers.
8. Customer satisfaction is highly important for our company.

Society-related corporate social responsibility

9. Our company participates to the activities which aim to protect and improve the quality of
the natural environment.

10.0Our company makes investments to create a better life for future generations.

11.0ur company implements special programs to minimize its negative impact on the natural
environment.

12.0ur company targets a sustainable growth which considers to the future generations.

13.0ur company supports the non-governmental organizations working in the problematic ar-
eas.

14.0ur company contributes to the campaigns and projects that promote the well-being of the
society.

source: Turker (2009)
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Appendix 3.2 Measurement of familiness (chapter 3)

Question: Please indicate to what extent you agree with the following statements:

(1 = strongly disagree; 5 = strongly agree)

In our family business we take great care ...

kv

e

10.

11

17.
18.
19.
20.

that only family members are owners of the firm.

that the firm’s management consist exclusively of family members.

that several family members are involved in the firm’s management.

that family control and independence are maintained.

that family members working in the company have at least the same qualifications as non-
family employees.

that family members working in the company show at least the same performance as non-
family employees.

that family member working in the company know about important events in the company.
that all family members working in the company are also able to make use of informal
communications.

to think in generations.

to avoid selling the company to non-family members.

. that the company is passed on to the next generation.
12.
13.
14.
15.
16.

that family members working in the company are confident for the employees.

to have a reliable permanent staff.

to secure our employees’ jobs also in times of crisis.

to safeguard furthering and developing our employees.

that the family members working in the company have a lively exchange with non-family
employees.

that the family gives a face to the company.

that our family business is socially active in the community/region.

to always market our family business as such.

to convey the history of our company to our employees.

source: Frank et al. (2017)
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Appendix 3.3 Measurements of organizational identity strength (chapter 3)

Question: Please indicate to what extent you agree with the following statements:

SNk L=

(1 = strongly disagree; 5 = strongly agree)

Our employees have a sense of pride in the goals of this company.

Our employees think that this company occupies a unique place in its market.

Our employees know the history of this company.

This company seems to have no feeling for its history. (reverse scale)

This company has no well-defined objectives. (reverse scale)

When our employees talk about this company, they usually do so with great enthusiasm.

source: Milliken (1990) adapted by Cole and Bruch (2006)

Appendix 3.4 Measurements of competitiveness (chapter 3)

Question: Please assess the following aspects of your company compared to your main com-

SAINAIF ol o

petitor:
(1 = much worse; 5 = much better)

The economic success is ...
The company image is ...
The ability to innovate is ...
The job security is ...

The wage level is ...

The capital endowment is ...

source: self-developed
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Appendix 4.1 Measurement of digital innovation (chapter 4)

Question: Please indicate to what extent you agree with the following statements:

(1 = strongly disagree; 5 = strongly agree)

Digital products and services

1.
2.
3.
4.

Our company offers digital services or products.

Our company leverages digital technologies to complement its existing offerings.

Our company enriches its current products or services with digital technologies.

Our company adapts its business model according to digital, commercial opportunities.

Digital operations

5.
6.

7.
8.

Our company has digitized processes along the value chain.

Our company continuously optimizes and streamlines operation processes based on au-
tomated analytics.

Our company provides tools for digital collaboration.

Our company optimizes its operation processes within the ecosystem by securing data
compatibility.

source: Groberg et al. (2016)

Appendix 4.2 Measurement of absorptive capacity (chapter 4)

Question: Please indicate to what extent you agree with the following statements:

\o %0

11.
12.
13.
14.
15.

16.
17.
18.
19.
20.
21.

(1 = strongly disagree; 5 = strongly agree)

We have frequent interactions with other in the industry to acquire new knowledge related
to product development.

Employees are engaged in cross-functional work.

We collect information through informal means (e. g. lunch or social gatherings with cus-
tomers and suppliers, trade partners and other stakeholders).

We are hardly in touch with other firms and stakeholders in the industry. (reverse scale)
We organize special meetings with customers, suppliers, or third parties to acquire new
knowledge on process, product, logistics and distribution related innovation.

We operations regularly approach third parties outside the industry (such as professional
organizations) to gather information.

We are slow to recognize shifts in the environment (e. g. competition, regulation and de-
mography). (reverse scale)

We are able to quickly identify new opportunities to meet our customer needs.

We quickly analyze and interpret changing market demands.

. We regularly consider the consequences of changing market demands in terms of new

products.

Employees record and store newly acquired knowledge for future reference.

We quickly recognize the usefulness of new external knowledge to existing knowledge.
Our employees hardly share practical experiences with each other. (reverse scale)

We laboriously grasp the opportunities from new external knowledge. (reverse scale)
Departments periodically meet to discuss consequences of new product development and
other process or organization innovation.

It is clearly known how activities within and between departments should be performed.
We are less responsive to customer complaints. (reverse scale)

We have a clear division of roles and responsibilities.

We constantly consider how to better exploit knowledge.

We have difficulty implementing new products and new processes. (reverse scale)

Our employees speak a common language regarding our innovation practices.

source: Jansen et al. (2005) adapted by Fernhaber and Patel (2012)
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Appendix 4.3 Measurement of corporate social responsibility (chapter 4)

Question: Please indicate to what extent you agree with the following statements:

(1 = strongly disagree; 5 = strongly agree)

Community-oriented corporate social responsibility

1.
2.
3.

Our company invests in humanitarian projects in poor countries.

Our company provides financial support for humanitarian causes and charities.

Our company contributes to improving the well-being of populations in the areas where
it operates by providing help for schools, sporting events, etc.

Our company invests in the health of populations of developing countries (e. g., vaccina-
tion, fight against AIDS).

Our company helped NGOs and similar associations such as UNICEF, the Red Cross, and
emergency medical services for the poor.

Our company gives financial assistance to the poor and deprived in the areas where it
operates.

Our company assist populations and local residents in case of natural disasters and/or
CSR.

Employee-oriented corporate social responsibility

8.
9.
10.
11.

12.
13.

14.

Our company implements policies that improve the well-being of its employees at work.
Our company promotes the safety and health of its employees

Our company avoids all forms of discrimination (age, sex, handicap, ethnic or religious
origin) in its recruitment and promotion policies.

Our company supports equal opportunities at work (e. g., gender equality policies).

Our company encourages employees’ diversity in the workplace.

Our company helps its employees in case of hardship (e. g., medical care, social assis-
tance).

Our company supports its employees’ work and life balance (e. g., flextime, part-time
work, flexible working, arrangements).

Customer-oriented corporate social responsibility

15.
16.
17.
18.
19.

Our company checks the quality of goods and/or services provided to customers.

Our company is helpful to customers and advises them about its products and/or services.
Our company respect its commitments to customers.

Our company invests in innovations which are to the advantage of customers.

Our company ensures that its products and/or services are accessible for all its customers.

source: El Akremi et al. (2018)
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Appendix 5.1 Measurements of socioemotional wealth (chapter 5)

Question: Please indicate to what extent you agree with the following statements:
(1 = strongly disagree; 5 = strongly agree)

Renewal of family bonds through dynastic succession

1. Continuing the family legacy and tradition is an important goal for my family business.

2. Family owners are less likely to evaluate their investment on a short-term basis.

3. Successful business transfer to the next generation is an important goal for family members.

Emotional attachment of family members

4. In my family business, the emotional bonds between family members are very strong.
5. Strong emotional ties between family members help us maintain a positive self-concept.
6. In my family business, family members feel warmth for each other.

Identification of family members with the firm
7. Family members have a strong sense of belonging to my family business.
8. My family business has a great deal of personal meaning for family members.

9. Family members are proud to tell others that we are part of the family business.

source: Hauck et al. (2016)

Appendix 5.2 Measurements of performance (chapter 5)

Question: Please assess the current business situation of your company based on the fol-
lowing characteristics: (1 = strongly disagree; 5 = strongly agree)

1. Turnover.
2. Profits.
3. Cash flow.

source: Covin et al. (1990)
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