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Abstract

Over the past decade, research on innovation in family firms has shown incremental growth. Several scholars
and practitioners across the globe have shown interest in this field, which has also enriched the current body
of literature. Despite the growth in studies related to innovation, research lacks a comprehensive review of the
past and present achievements. In our study, we tried to fulfill this gap with a focus on family and firms'
influence on organizational innovation. Based on a systematic review of 30 plus journal articles, it presents an

integrative picture of family firm innovation. Major research avenues have been discussed based on which

areas of future research can be determined.
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Introduction

The importance of innovation has already been
realized in the business domain and in recent past,
it has gained momentum in family businesses too.
Innovation being the most important factor for
economic prosperity and sustainable growth has
become the need of the hour (Porter, 1979). The
vision of continuity and transgenerational
succession being vital characteristics of the family
business has developed a need for innovation
study in this domain (Chua, Chrisman, & Sharma,
1999). The majority of research compared family
firms with their non-family counterparts, showing
the former as less innovation than the latter.
Authors show that family involvement and control
in businesses are a few of the major factors to
influence the innovation process. Duran,
Kammerlander, Van Essen, & Zellweger (2016)
shows that though family businesses invest less in
innovation, they do it more efficiently. To
understand the family firms' multi-staged

innovation activities better, it is necessary to study
elements that differ from family firms to non-
family firms (Duran et. al., 2016). Though many
studies have been conducted, we still lack a
comprehensive overview of innovation in family
firms and this literature review is a try to fill this
gap. We would review the effect of family and
firm characteristics on innovation. The insights
from this review can open doors to future research
in the domain of family business innovation.
Along with the researchers, practitioners can also
benefit from this review by linking family
business characteristics with innovation.

The article has been designed to cover the
conceptual background of the topic, the
methodology for selection of papers, the literature
review on family factors and the firms'
characteristics and their influence on the
organizational innovation process, and conclusion
that covers findings, limitations, and scope for
future research. The article also presents a tabular
form of journals of selected papers for this review.
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1. Conceptual background

1.1. Innovation process

The innovation process has been defined as the
process of generating and adopting new or
improved products, processes, policies, structures
or administrative systems (Damanpour, 1991). De
Massis, Frattini, & Lichtenthaler (2013) have
explained the innovation process in three steps of
input, activity, and output. The innovation input
stage is concerned with investment in Research
and Development (R&D) and in employees
related to innovation. The innovation activity
stage covers the aspects of resource allocation,
organizational culture, learning process, and
knowledge management. In the last stage,
innovation output describes the radical or
incremental innovation in product, process,
administration or business model. Moreover,
Lumpkin, Steier, & Wright (2011) write about
contextual parameters of firms such as
geographical location, size, family ownership,
company structure, industry size, and governance.
that can affect the firm's innovativeness.

1.2 Family business and innovation

The role of the family system in a family business
is the most important parameter to study any
phenomena in the setting of the family business
(Zachary, 2011). Family businesses have been
looked upon as social systems that couple
business families with the business i.e. the ability
of the family to influence business premises via
communicating their decisions that would affect
the future of the firm; also known as Luhmann's
new systems theory (Luhmann, 1995). Few other
concepts like socioemotional wealth and
familiness form a resource-based platform to
study innovation in the family business. Popescu
& Andrei (2011) has analyzed the impact of
Common Agriculture Policy on promoting family
farms in Romanian agrarian economy. Though the
family farms would not succeed in providing good
economic performance, but it can satisfy the
consumption needs. The paper shows the
importance of strong relationship among
community members and socioemotional wealth
over financial gain. Patel & Fiet (2011) have
explained long-term orientation, tacit knowledge,
strong family bonds and social network as few
factors that influence family firm's ability to
innovate. Even startups showed great prospects
for growth and value creation to their customers
through implementation of innovative digital
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platforms (Ruggieri, Savastano, Scalingi, Bala, &
D’Ascenzo, 2018). Our approach in this article is
to study the holistic approach of ability,
willingness and control of family over businesses
and the approach towards innovation. Chrisman,
Chua, De Massis, Frattini, & Wright (2015) has
studied the importance of economic and non-
economic goals across family firms over
innovativeness and found that it depends upon
various factors such as governance structure,
resources, and idiosyncratic situational aspects.
However, the family businesses that are involved
in multi-levels of innovation enjoy sustainable
growth and profit across generations (Sharma &
Salvato, 2011).

2. Methodology for paper selection

The goal of our systematic review is to identify
ongoing themes in the family business innovation
domain and to find out the significant research
gaps. For a systematic review of the literature, the
first step is to develop criteria for selecting
research papers and articles. The next step of the
literature review is keyword selection. Keyword
searches were made over numerous databases
such as EBSCO, Google Scholar, Pro-Quest,
Science Direct, and Emerald. The timeframe of
the search was majorly from 2011 to 2017 with
few old seminal works. Keywords, as Family
Firms, Innovation, Innovation Process, Family
System were used for refining and narrowing the
search criteria for classifying papers. The early
databank was further refined to identify research
papers that match the research questions and aims.
Once the research papers and articles were
identified, the references of the papers were used
for identifying additional papers, an approach
termed as 'snowball sampling'. Thirty-two
articles/research papers were recognized based on
predefined primary keywords using various search
engines and databases combined. Table 1 shows
the categorization of the journals based on the
above classification and ranked by the number of
papers used in this review.
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Table 1 List of referred journals

S. No. | Name of the Journal No. of Papers
1 Entrepreneurship Theory and Practice 5

2 Family Business Review 4

3 Journal of Product Innovation Management 4

4 Academy of Management Journal 2

5 Journal of Family Business Strategy 2

6 Asia Pacific Journal of Management 1

7 California Management Review 1

8 Family Business Management 1

9 Harvard Business Review 1

10 International Journal of Business, Management and Social Sciences 1

11 International Journal of Entrepreneurial Behavior and Research 1

12 Introduction to The Theory of The Family Business 1

13 Journal of Family Business Management 1

14 Journal of Business Ethics 1

15 Journal of Small Business Management 1

16 Management Decision 1

17 Review of Managerial Science 1

18 Strategic Entrepreneurship Journal 1

19 Small Business Economics 1

20 Stanford University Press 1

Source: The authors
3. Review (O'Reilly & Tushman, 2004). Few of the past

3.1. Family firms’ factors influencing the
innovation process

Firms with ownership of only one generation are
more efficient in converting innovation into high
performance compared to firms with several
generations due to intergenerational conflicts
(Kellermanns, Eddleston, Sarathy, & Murphy,
2012). Family firms seem to invest a lot in R&D
when there is a low overlap between family
wealth and firm equity (Sciascia, Nordqvist,
Mazzola, & De Massis, 2015). Family members
tend to take the risk for innovation when their
wealth is not at stake and this has resulted in a
positive relationship between family involvement
and R&D investment in emerging economies
(Ashwin, Krishnan, & George, 2015).

Classen, van Gils, Bammens, & Carree (2012)
found that family firms rely less on external
resources and show less faith in innovation co-
operation or collaborations. This behavior can
have both positive as well as a negative impact on
innovation. However, this behavior ceases to exist
once the firms find strong protection mechanisms
like copyrights and patent filings for their
innovation (Kotlar, De Massis, Frattini, Bianchi,
& Fang, 2013). The vision for innovation,
whether radical or incremental influences the
strategic decisions of the firm. The firms that try
to handle exploitation and exploration
simultaneously are defined as ambidextrous firms
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studies found the correlation between the degree
of ownership by family members in the top
management team (TMT) and the propensity to
innovate. Family involvement in leadership roles
and their risk-taking abilities influence the
innovation process in firms (Kraiczy, Hack, &
Kellermanns, 2015). The middle and lower-level
employees also become a part of informal
innovation activities by their feelings of
obligation, motivation and perceived
organizational support (Bammens, Notelaers, &
Van Gils, 2015). The family businesses try to
reduce the uncertainty by developing new
business models in succession. Llach, Marques,
Bikfalvi, Simon, & Kraus (2012) studied the
effect of the recession on the family business
innovation process and found that during
recession family firms reduce the amount of
investment in R&D activities compared to non-
family firms. One of the papers revealed an
interesting fact that the presence of the family
name in the firm's name generates heavy stock
returns while introducing a new innovative
product into the market compared to family firms
that do not use the family names (Kashmiri &
Mahajan, 2014). Kraus, Pohjola, & Koponen
(2012) found that these results are attributable to
the geographical differences and the investor's
perception of the family firms. Also, we found
that family businesses are more prone to
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incremental innovation, but it might be the
consequences of the industry in which family firm
operates and also the demand of the customers
(Grundstrom, Oberg, & 6hrwall Rénnbick, 2012;
Hiebl, 2015)

3.2. Family factors influencing the
innovation process

If the families have long-term orientation and
ambition to forward entrepreneurial acumen
through generations, then the firms will invest in
innovation processes such as in R&D activities
and hire innovative professionals. regardless of
their success in product development and launch
(Cassia, De Massis, & Pizzurno, 2011; 2012). The
paper also reveals that the family's intention to
protect the longevity of the business sometime
might result in risk aversion and thus low
investment in innovation activities. On the other
hand, Litz & Kleysen (2001) found that
incumbent family members in the businesses
promote  intergenerational  innovation by
permitting their successors to experiment on
innovation and that results in the formation of
relevant competencies in the succeeding
generations. The impact of family's control over
innovation activities reduces agency costs and
support for better strategic moves but at times
unquestioned and complete authority of the family
might lead to lack of personnel with sufficient
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qualification for innovational activities and biases
in decision making (De Massis, Kotlar, Frattini,
Chrisman, & Nordqvist, 2015). This leads to
nepotism where all the crucial employee positions
are filled by family members irrespective of their
qualification and that results in a demotivated
workforce (Miller, Wright, Le Breton-Miller, &
Scholes, 2015). Shared family visions and goals in
a family firm have a positive impact on
innovation (Craig, Dibrell, & Garrett, 2014), i.e.
family members that share the same values have a
high level of communication and cohesiveness
among them and that results in successful
organizational innovation activities (Cassia De
Massis, & Pizzurno, 2011). Whereas family
conflicts show a negative impact on the
organizational innovation process where family
members are not in a condition to understand,
recognize or exploit each other's knowledge
related to innovation (Chirico & Salvato, 2016).
The family values and vision lead to competitive
advantage for the firms and that depends on the
degree of influence family has on business
through the implementation of business decisions
and also the business's willingness to accept them
(Frank, Kessler, Rusch, Suess-Reyes, &
Weismeier-Sammer, 2017).

Firms’ factors

Gender of CEO (Ahrens, Landmann, & Woywode, 2015)
Industry firm size (Lumpkin et al., 2011)

Vision and goals (O'Reilly & Tushman, 2004)
Long-term orientation (Patel & Fiet, 2011)
Intergenerational effects (Kallermanns et al., 2012)
Ownership (Lumpkin et al., 2011)

TMT structure (Kraiczy et al., 2015)
Organizational knowledge (Patel & Fiet, 2011)

Government laws and regulations (Classen et al., 2012)

Geographical location culture (Lumpkin et al., 2011; Krauss et al., 2012)

Availability of resources (Classen et al., 2012; Chrisman et al., 2015)
Employee involvement (De Massis et al., 2013; Bammens et al., 2015)

Organizational innovation

Number of new products/services (Damanpour, 1991)
New process / business model (De Massis et al., 2013)
R&D expenditure (Ashwin et al., 2015)
Number of patents (Kotlar et al., 2013)

Family factors

Shared vision (Craig et al., 2014)

Family goals (Craig et al., 2014; Frank et al., 2017)
Family dynamics (Chirico & Salvato, 2016)
Attributes of family members (Litz & Kleysen, 2001)
Family attitude towards others (Miller et al., 2015)

Figure 1 Conceptual framework of family’s and firm’s interaction with organizational innovation
Source: Developed by the authors
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Conclusion

Drawing on to the perspective of new system
theory, this literature review presents a holistic
overview of the family business and innovation
process. We tried to contribute by studying both
the family and firms' factors and their influence
on innovation. The interaction found from the
existing literature has been shown in Figure 1.
Through several articles discussed we found that
familiness in businesses has both advantages and
disadvantages for  the adoption and
implementation of the innovation process. Based
on our personal observation, research literature on
family business is very complex and that limits its
scope for practical implications. Our article
contributed to the family business research
domain by summarizing the structures and
findings of previous literature that are easy to
understand and applicable in the practical sense.
Family managers can benefit from the knowledge
of family and firms' factors and their influence
over the innovation process. Like other articles,
this literature also has a few limitations. The
innovation process discussed here does not clearly
differentiate between innovation creation and
adoption along with other innovation processes.
The review also fails to include the perspective of
family firm entrepreneurship in the innovation
system.

The review has opened many areas for future
research. It would be interesting to study factors
such as skills of R&D personnel, human
resources, capabilities, knowledge and their
influence over the innovation process. Research
on a different kind of innovation such as process,
product, and administration. can be encouraged.
Scant research is observed in family dynamics and
how it interacts with innovation. The presence of
spouses, siblings and parents in the family and
their influence over organizational innovation by
their direct or indirect involvement in business
can be a good area for future research. The last,
but one of the most interesting aspects that can be
attended to in future research is the effect of
gender on innovation in family ﬁrms.@
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