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The COVID-19 pandemic has been and is currently still affecting organizations of all sizes and
in many industries, and research still lacks profound insights into the managerial implications
of this phenomenon. In particular, it is unclear how family firms, which are the economic back-
bone of most of the countries affected by the pandemic, have adapted to COVID-19. This paper
addresses this gap by drawing on a rich body of evidence collected from 90 interviews and
secondary data in a longitudinal case study of four German family firms. We develop a frame-
work for understanding how family firms adapt to exogenous shocks such as the COVID-19
pandemic and find that the exogenous shock further reinforces the family firm’s resource con-
straints and the family’s fear of losing their socioemotional wealth. These motivational sources,
in turn, trigger behavioral changes in both the firm and the family. In addition to a temporarily
induced short-term orientation, these changes manifest in (pseudo)family cohesion, less rigid
mental models, and the utilization of digital technologies. Organizational outcomes such as new
alliances, digital platforms, and the adaptive capacity of family firms are the result of these
behavioral changes. By providing a comprehensive understanding of how COVID-19 affects
family firms, the insights from our study contribute to innovation research, business practice,
and policymaking alike. More broadly, we provide innovation scholars with a theoretical com-
prehension of how exogenous shocks can challenge our canonical understanding of organiza-

tions’ (innovative) behavior.
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Exogenous shocks and the adaptive capacity of family firms

1. Introduction

he COVID-19 pandemic (Li et al., 2020; Zhu et

al., 2020) has taken on a global dimension, lead-
ing almost all industrialized nations to bring their
economies to a shutdown, with massive contact re-
strictions (Ivanov, 2020) and creating a shortage of
both supply and demand in many industries. Such
a severe discontinuity in an economic activity con-
stitutes an exogenous shock and has a potentially
devastating effect on companies (Kuckertz et al.,
2020). Given the restrictions on generating revenues
in many industries, firm management is required to
take immediate action regarding the safety of em-
ployees, and the company’s actual existence can be
at stake (Craven et al., 2020). Due to their resource
constraints (Feranita et al., 2017; De Massis et al.,
2018a), the challenges triggered by the COVID-19
pandemic particularly apply to private family firms
(De Massis and Rondi, 2020), which are the backbone
of industrialized economies worldwide (Bornheim,
2000; Shepherd and Zacharakis, 2000). Even in
times of crisis (Bjuggren, 2015), family firms not
only focus on economic results but also pursue non-
economic goals (Gomez-Mejia et al., 2007; Berrone
et al., 2012), implying that family firms are under
particularly high levels of pressure after an exoge-
nous shock such as the COVID-19 pandemic (Block,
2010; Chirico et al., 2019).

Although entrepreneurship research has studied
the role of new venture creation in times of crisis
(e.g., Davidsson and Gordon, 2016; Simén-Moya
et al., 2016) and concepts such as “disaster entre-
preneurship” (Linnenluecke and McKnight, 2017),
we know surprisingly little about how family firms
adapt to exogenous shocks, that is, how they “man-
age [themselves] or [their] environment in order to
maintain or improve [their] performance, legitimacy,
and, hence, survival potential” (Gilbert, 1992, p. 90).
This research gap is astonishing because of their idio-
syncratic innovation dynamics (Konig et al., 2013;
Duran et al., 2016) — which are particularly driven by
the family firms’ tradition and their ability to inter-
nalize and reinterpret knowledge (De Massis et al.,
2016; Erdogan et al., 2020) — resource scarcity (De
Massis et al., 2018a), and entrepreneurial orientation
(Zahraetal., 2004) might affect how family firms deal
with such crises. To date, research lacks knowledge
on how these attributes affect family firms’ adapta-
tion, especially in disruptive situations such as the
COVID-19 pandemic and its aftermath. Although we
know that family firms focus on survival due to their
transgenerational intentions (Zellweger et al., 2012),
we lack knowledge on how they ensure survival in
times of crisis that threaten firm survival. This raises

© 2021 The Authors. R&D Management published by RADMA and John Wiley & Sons Ltd.

the following research questions: (1) What are the
responses of family businesses and business families
to exogenous shocks such as the COVID-19 pan-
demic? (2) How and why do such responses differ
among family businesses and business families?

Addressing those research questions is import-
ant for several reasons. First, an explanation of how
family firms adapt to exogenous shocks will allow
innovation research to understand how family busi-
nesses (and business families) cope with crises by
introducing innovations. Relatedly, and building on
the current scholarly debate on resilience in fam-
ily businesses, business families, and their link-
ages (Campopiano et al., 2019), we aim to better
understand how such firms can ensure continuity
despite an exogenous shock. Due to its extraordi-
nary strength, the COVID-19 pandemic is a suitable
context to explore these questions. Second, more
nuanced knowledge about the motivations, behav-
ioral changes, and organizational outcomes of family
businesses (and business families) in the pandemic
might inform further theorizing on their adaptive
capacity and innovation during environmental dis-
tress. Third, by acknowledging both the business and
the family perspective of family firms, we consider
the complexity of these organizations and allow fur-
ther insights into the interaction of both perspective
dimensions before and during crises. To answer the
exploratory research questions, we build on a longi-
tudinal multicase study to investigate the adaptation
of four family firms to the COVID-19 pandemic. Our
data include 90 interviews with key decision makers
in those firms, industry experts, and further second-
ary data referring to both the period before and after
the COVID-19 outbreak.

We aim to make the following contributions.
First, we explain the adaptation and behavioral
changes in family firms reacting to exogenous
shocks, thereby contributing to management and
innovation research in general and family firm lit-
erature in particular. More specifically, we reveal
how similar behavioral patterns affect family
firms’ adaptive capacity, while acknowledging het-
erogeneity induced by diverse noneconomic goals.
Moreover, challenging previous assumptions about
family firm idiosyncrasies, we emphasize the neces-
sity to consider exogenous shocks when explaining
the adaptability of these firms. Second, we reveal
insights for practitioners by explaining how fam-
ily firms can overcome crises and how they can
turn crises into business opportunities (e.g., with
digital technologies) (Soluk and Kammerlander,
2021). Third, our insights provide guidance for
policymakers and equip them with an in-depth
understanding of the adaptation patterns in family
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firms, which is a prerequisite to develop support
programs and other legislation in a purposeful way.
Due to their relevance for economies worldwide,
more targeted interventions (for instance, linked
to technological premises or behavioral patterns)
might be decisive for the economic development of
economies in the aftermath of crises such as the
COVID-19 pandemic.

2. Research on exogenous shocks,
adaptive capacity, and family firms

Exogenous shocks are a central and long-lasting
theme in management research (Hermann, 1963).
Although the circumstances surrounding such shocks
vary widely (e.g., financial crises or natural disas-
ters), such events have in common that they appear
suddenly and entail far-reaching consequences for
involved parties (Doern et al., 2018). More formally,
an exogenous shock is defined as “a period of pro-
longed and widespread crisis in which actors strug-
gle to reconstitute all aspects of social life” (Fligstein
and McAdam, 2011, p. 32), while a crisis is defined
as a “perception that an individual or set of individu-
als faces a potentially negative outcome unless some
type of corrective action is taken” involving a high
degree of “importance, immediacy[,] and uncer-
tainty” (Dutton, 1986, p. 502). Hence, the COVID-19
pandemic is an exogenous shock, as it has drastic
implications for companies that have been affected
by contact restrictions and lockdowns in their respec-
tive countries (Kuckertz et al., 2020).

One important stream of research has focused on a
firm’s adaptive capacity when reacting to exogeneous
shocks (e.g., Newey and Zahra, 2009), which is the
“ability to self-adapt” to rapid change (Aggarwal et al.,
2017, p. 5; see also: Mahdad et al., 2020). Prior stud-
ies on exogenous shocks have approached this orga-
nizational ability from different perspectives. Among
research on the role of economic resources in over-
coming crises, a study on the airline industry post 9/11
found that companies with stronger economic reserves
were better able to adjust to the exogenous shock
(Gittell et al., 2006). Beyond economic resources, non-
economic resources also help companies cope with
a crisis and adapt to it. For instance, organizations’
human resources, their cognitive abilities (Lengnick-
Hall and Beck, 2005; Lengnick-Hall et al., 2011), and
the routine of regularly sharing information inside the
firm (Gittell, 2008) were found to be prerequisites for
reacting flexibly to exogenous shocks.

Despite their economic relevance, there is sur-
prisingly little scholarly attention to how family
firms react to exogenous shocks. The idiosyncratic

366 R&D Management 51, 4, 2021

features of family firms might affect the way they
react to crises. Common impediments, such as
paternalistic leadership structures (Chirico et al.,
2012; Soluk and Kammerlander, 2021), rigid men-
tal models (Konig et al., 2013), and the reluctance
to cooperate with new external partners (De Massis
et al., 2015), suggest that family firms might be
less inclined to adapt to crises than their nonfamily
counterparts. However, extant family firm innova-
tion research also shows that despite their resource
constraints, family firms rely on noneconomic
resources to remain competitive and overcome
environmental change (De Massis et al., 2018a;
Calabro et al., 2019; Haynes et al., 2019; Soluk et
al., 2021). In particular, family firms benefit from
their efficient decision-making processes (Duran et
al., 2016), which are facilitated by their combina-
tion of ownership and management (Konig et al.,
2013), their entrepreneurial orientation (Zahra et
al., 2004), their ability to internalize and reinter-
pret knowledge that pertains to the family firm’s
tradition (Chirico and Salvato, 2008; De Massis et
al., 2016; Kotlar et al., 2020; Soluk et al., 2021),
and their access to long-serving, loyal employees
(Miller and Le Breton-Miller, 2006). This ten-
sion between lower inclination (impediments) and
higher ability (enablers) in family firm innovation
has been labeled the “ability and willingness para-
dox” (Chrisman et al., 2015a), which refers to fam-
ily firms’ superior ability but lower willingness to
engage in innovation.

Prior studies on family firms and exogenous
shocks revealed the strong cohesion between the
family, the business, and their employees and pro-
vided evidence that family firms are less likely to
dismiss staff in a crisis (Block, 2010; Colombo et
al., 2014; Bjuggren, 2015). Due to their noneco-
nomic goals, family firms are even reluctant to pur-
sue economically advantageous exit strategies in
times of distress (Akhter et al., 2016; Chirico et al.,
2019). Previous research labeled these noneconomic
endowments as the family firm’s socioemotional
wealth (SEW), more formally defined as the “non-
economic utility a family derives from its owner-
ship position in a firm” (Leitterstorf and Rau, 2014,
p. 751; see also Gémez-Mejia et al., 2007), and De
Massis and Rondi (2020) argue that COVID-19 and
its aftermath have put considerable strain on sev-
eral SEW dimensions, leading to unique and dis-
tinctive challenges for family firms. Another study
emphasized families’ “rich collective memories” as
a source of family firms’ ability to cope with per-
formance variability (Mazzelli et al., 2020, p. 2).
The business family’s goal of preserving the com-
pany in the long term (Diaz-Moriana et al., 2020)

© 2021 The Authors. R&D Management published by RADMA and John Wiley & Sons Ltd.
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and their desire for continuity (Salvato et al., 2010;
Chrisman et al., 2015b) indicate that family firms
might maintain a strong need to develop adaptive
capacity, particularly during crises (Stafford et al.,
2013; Haynes et al., 2019). The relevance of fam-
ily firms’ noneconomic goals is also emphasized
by Campopiano and colleagues (2019, p. 779), who
suggest that goals such as family harmony, family
social status, and family and firm identity lead
family firms “that prioritize these goals to absorb
environmental jolts better than family firms who
prioritize other goals,” thus referring to heteroge-
neity in family firm resilience (see also Nordqvist
et al., 2014; Conz et al., 2020). Drawing on five
goal categories (i.e., power and control; transgener-
ational value; reputation; close, enduring ties; and
emotions), noneconomic goals were also found to
affect the family CEO’s sensemaking in respond-
ing to discontinuous change, such as digitalization
as an environmental stimulus (Kammerlander amd
Ganter, 2015; see also Chrisman et al., 2015b).
Although previous research reveals first insights
into which family firm idiosyncrasies may affect
the reaction to crises, the COVID-19 pandemic —
due to its enormous strength and interference with
economic and social life — entails unique implica-
tions that we aim to explore with our study.

3. Method

This study’s context is the adaptation of German
family firms during the shutdown induced by the
COVID-19 pandemic (De Massis et al.,, 2018a;
Streeck et al., 2020). Since the COVID-19 pandemic
is an emerging and currently poorly understood phe-
nomenon in innovation research, case-based explor-
atory methods are most appropriate (Eisenhardt,
1989; De Massis and Kammerlander, 2020), espe-
cially when they build on a longitudinal research
design that allows capturing “the temporal, unfolding
nature of crises” and explains the patterns before and
after an exogenous shock (Doern et al., 2018, p. 5;
see also Buchanan and Denyer, 2013).

To ensure comparability we relied on the fol-
lowing sampling criteria: (1) family firms with sub-
stantial family influence, (2) headquartered firms
in Germany, and (3) firms being active in manufac-
turing. The selection of the case firms was an iter-
ative process. To reflect the heterogeneity among
family firms (Kammerlander and Ganter, 2015;
Campopiano et al., 2019), we considered both firms
with family and nonfamily CEOs, firms with differ-
ent governance structures (family involvement in the
supervisory board, advisory board, and/or family

© 2021 The Authors. R&D Management published by RADMA and John Wiley & Sons Ltd.

council), and firms with different generations (from
1% to 40 generation) (see also Eisenhardt, 1989 for
theoretical sampling). The study was embedded in
a larger, ongoing research project, which enabled us
to build on the data collected both before and after
the emergence of the COVID-19 pandemic. Table 1
summarizes the characteristics of the four case firms.

To collect information on the case firms, we drew
on a large number of sources (Table 2), including (1)
semistructured interviews with decision makers of the
case firms, (2) expert interviews with specialists from
other organizations, (3) observations of the case firms,
and (4) further archival sources such as annual reports,
press articles, corporate documents, and web archives.
Before the COVID-19 pandemic (waves 1 and 2 of
data collection), we focused on questions explaining
the management, decision-making, and digital tech-
nology adoption of family firms. During the crisis
(wave 3), we added questions on how the firms were
reacting and adapting to the COVID-19 pandemic.

With six to nine interviews per case firm, the inclu-
sion of different perspectives, the use of observations
and archival data, and expert interviews, we built our
findings on a variety of in-depth information sources.
To analyze the data, we first created an overview of
the activities before and after the shock, triangu-
lated the different data sources, and thus mitigated
potential concerns of biased responses. We coded the
cases based on open coding and then moved from a
within-case to a cross-case pattern analysis following
an axial coding approach (Corbin and Strauss, 2008).
Then, we stepwise developed the first- and second-
order concepts and overarching themes (Figure 1) as
well as the framework illustrated in the subsequent
sections.

4. Findings

In the following, we provide an overview of the activ-
ities we observed in the case firms in association with
COVID-19. We explain motivational sources, behav-
ioral changes, and organizational outcomes related to
this exogenous shock. The study’s insights are also
illustrated in Figure 2, while additional information
on the case firms is offered in Table 3. In addition,
Table 4 provides an overview of the heterogeneity
among the case firms.

4.1. The exogenous shock and motivational
sources

Before the COVID-19 shock, the case firms displayed
heterogeneous degrees of family involvement, gover-
nance structures, and generations in control, inducing

R&D Management 51, 4, 2021 367
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Connectivity

Note All names of companies and interviewees are anonymized throughout the paper as confidentiality was guaranteed to all interview partners.

different nuances in their behavioral patterns. While
they were all characterized by the influence of the
owning family, such influence was particularly
strong — with a thorough involvement in daily busi-
ness routines — for the case firms with a family CEO
(Alfa, Charlie). While Bravo (family firm with a non-
family CEO) showed moderate family involvement
through its family council, which was set up to sup-
port strategic issues, Delta (family firm with a non-
family CEO) showed the weakest involvement of the
family in the business, with family members acting
in a rather overseeing role on the supervisory board.
In its various forms, family involvement has consis-
tently led to a long-term orientation and a desire for
continuity in firms. These attributes were particularly
strong in Alfa and Charlie. Charlie’s head of depart-
ment emphasized this strategic focus as follows:

“The planning horizons are always in the long run,
[the CEO and owner] attached great importance to
the fact that we developed continuously and posi-
tively. Quarterly figures did not play a major role if
the long-range picture was accurate.”

Alfa’s family CEO underlined their long-term focus
and desire for continuity:

“We want to preserve the company as a family and
create sustainable value across generations.”

However, these organizational patterns were also
omnipresent in the two other family firms, as is
reflected in the interviews and secondary data.
Bravo mentions the term “long-term” 24 times in
its annual report 2018/2019, Delta mentions “long-
term investments” (besides “building up internal
know-how”) in a press release on the annual report
2019 as the most important key factor for future
success.

Although the case firms regularly engaged in new
product development before the COVID-19 outbreak,
and thus built up a solid market position, some signs
of organizational inertia became evident over time.
This was particularly, but not exclusively, evident
for the two firms with a family CEO (Alfa, Charlie).
For instance, interviewees at Charlie reported con-
siderable paternalistic patterns based on the found-
er’s leadership style that impeded the development
of (digital) innovation projects. The 78-year-old fam-
ily CEO - together with long-standing partners and
aiming to strengthen family reputation — has placed
successful products on the market during his almost
50 years of activity. However, doubts were grow-
ing, especially in the past ten years, as digital inno-
vations that could have helped to keep up with the
increasingly globalized world market remained rare.
As a result, the company’s competitive position has

© 2021 The Authors. R&D Management published by RADMA and John Wiley & Sons Ltd.
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First-order Concepts (Examples)

Second-order Concepts

Overarching Themes

Legacy of the family, desire to retain
power, aim for transgenerational value

Fearto Lose SEW

Motivational Sources

Availability of economic resources,
decreasing revenues, canceled projects

Resource Constraints

Technological doubts commonly raised
before the crisis were no longer voiced

Less Bureaucracy

Fundamental rethinking due to COVID-19,
doubts about decisions are put aside

Less Rigid Mental Models

Increased focus on relationships among
each other, tradition, common destiny

(Pseudo-)Family Cohesion

Behavioral Changes

Increased desire to protect firm’s exis-
tence, focus on most immediate actions

Short-Term Orientation

More usage of digital technologies such
as video conferencing or VPN-based tools

Utilization of Digital Infrastructure

Learning processes with digital infra-
structure, less doubts about technology

Development of New Digital
Artifacts and Platforms

Organizational

Novel interactions with firm external
stakeholders in order to overcome lack of

internal competencies

LTI TTTTTY

New Alliances

Outcomes

Figure 1. The data structure including first-order concepts, second-order concepts, and overarching themes.
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Organizational Outcomes
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(COVID-19) Cohesion / Family Dimension
Fearto Lose ;: LessRigid |7
SEW Mental Models

Figure 2. Framework of a family firm’s adaptation to an exogenous shock.

deteriorated. Charlie’s head of department explained
that the family CEO rejects digital innovation proj-
ects because he is not sensitive to digital technologies
and never truly used them himself. We identified sim-
ilar barriers for Alfa. The project manager responsi-
ble for digitalization explained that tensions between
the three brothers involved in the management are a
major challenge:

“As it is in a family business, brothers can hardly
agree [on digital projects]. [...] [When it comes to
enacting and implementing digital projects], there is
usually no agreement on the issues.”

370 R&D Management 51, 4, 2021

In addition to paternalistic leadership structures and
rigid mental models that hampered decision-making,
the case evidence of Alfa and Charlie revealed seri-
ous obstacles to working with new external business
partners (by adhering to established long-standing
relationships), impeding innovation in those firms.
For Bravo and Delta, we also observed similar orga-
nizational patterns but to a lower extent due to their
different governance structures and limited family
involvement.

All four case firms had in common that
the COVID-19 pandemic triggered a radical
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Table 3. Short descriptions of the four case firms

Case firm Description

Alfa Alfa is a German family firm — founded in 1942 — comprising 13 subsidiaries worldwide and 1,200

employees at over 20 locations (e.g., Poland, Netherlands, United States, Canada, and China). The
focus of the business is to design and manufacture tailor-made products, in particular, plastic and
rubber parts for further application in various industries (e.g., mechanical engineering, environmental
engineering, automotive). The management board consists of three brothers acting in the third genera-
tion as a family business. Brother A holds a doctorate in mechanical engineering and is managing
director of three subsidiaries. Brother B holds a diploma in mechanical engineering and is responsible
for three other subsidiaries. Brother C holds a diploma in business and management and is responsi-
ble for finance and controlling, personnel, and IT at the Alfa Holding.

Bravo was founded in 1947 and is located with its own subsidiaries in 26 countries (e.g., all over
Europe, United States, Brazil, China, Malaysia, and Russia). The company has 4,000 employees

and produces power units, automation systems, frequency converters, gears and geared motors, and
controls. In 1996, for the first time, a nonfamily CEO was appointed; currently, family members’
involvement is limited to their presence in the supervisory board and the family council. In 1990, the
founder’s daughter established a foundation to commemorate her father’s 100th birthday, supporting
young scientists for postgraduate studies, project work, and doctoral stipends. The current head of the
foundation is a great-granddaughter of the company founder.

Charlie was founded in 1971; the founder, now 78 years old, is still managing director of the company,
and today he shares the company’s ownership with three other family members. At times he was sup-
ported by (nonfamily) co-CEOs, but since 2016 he again works as the sole family CEO. The company
has 900 employees and three production sites in Germany, six subsidiaries worldwide (e.g., Great
Britain, United States, Poland, and Spain) and mainly manufactures balers and document shredders in
the environmental and office technology sectors. In recent years, there have been different considera-

tions regarding handing over the company to the next generation of the family, but for various rea-
sons, this has not yet been realized. The company has far-above-average in-house production depth,
wide-ranging quality control facilities, and an export share of more than 70%.

Delta

Delta was founded in 1850 and in 1937 it was completely taken over by the ancestor of the family, who

still holds all the shares of the company today in the third generation. With manufacturing locations
in five countries (Germany, Czech Republic, Romania, China, and Brazil), the business with its 5,000
employees produces connection technology devices, electronic parts, and automation solutions;
including sales agencies, it is represented in a total of 80 countries. Currently, the involvement of the
owning family is limited to their presence in the supervisory board. Since 2013, the company has
been working intensively with Industry 4.0 applications, resulting in various new offerings. The com-
pany is actively involved in several industry associations and maintains numerous research coopera-
tions, particularly with regional partners — but also in China.

environmental change. While three case firms (Alfa,
Bravo, Charlie) were able to anticipate the crisis at
an early stage, Delta was fully hit once the lockdown
was enacted in Germany. Alfa’s family CEO empha-
sized the following:

“We have a branch in Shenzhen, China, for which
we had to develop a local protection plan in January.
Because we are so internationally oriented, we antic-
ipated quite early what was going on.”

What was common for all companies, however, was
the feeling that a fundamental change had occurred
within a short period of time, that is, the way in
which the business was previously conducted was no
longer possible after this exogenous shock. Charlie’s
family CEO underlined:

“The whole company is affected by the corona-
virus, and all of a sudden, almost all the markets
have collapsed without us being able to do anything
about it.”

© 2021 The Authors. R&D Management published by RADMA and John Wiley & Sons Ltd.

Firm representatives reported a “lethargic” condi-
tion that temporarily prevailed in their organizations
(regardless of family involvement). This condition
was expressed by suspending business decisions to
first gather new information on the crisis. The lack of
experience with such a pandemic led to disorienta-
tion for a short period of time.

Regarding shifts triggered by the exogenous
shock, we identified two patterns in our cross-case
analysis; one pattern relates to the availability of eco-
nomic resources in the company. Governmental lock-
downs caused a massive drop in revenues during the
crisis because the existing value chains could not be
maintained. Delta’s director explained it as follows:

“It quickly became clear what a huge impact
COVID-19 has on our industry and our customers
— and therefore on us [following a demand shock].
We had budget cuts and the freezing of cost-intensive
projects to secure liquidity. As of this May, we are
now also working short-term at our company.”

R&D Management 51, 4, 2021 371
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tional value)
High (in particular

Medium/High

Medium Medium Medium

Medium/High

Medium/High (in

Medium/High

Bravo

particular family

identity)
Medium/High (in

legacy, transgenera-
tional value)

Low Medium Medium

Medium

Medium/High

Medium/High  High (in particular

Delta

particular family

identity)

transgenerational

value)

In the business dimension, the sudden loss of most
revenues for all four case firms led to acerbated
resource constraints. Among others, this economic
outcome was reflected in the discontinuation of
corporate projects and the shortening of budgets.
Due to their tendency to rely on external financiers
only in exceptional situations and otherwise finance
themselves through profit retention (which made
large-scale investments such as those observed in
public companies very difficult), the studied family
firms were already resource constrained before the
external shock, which was exacerbated during the
crisis. In Bravo and Delta, which were more used to
working with debt capital than the other two firms
with family CEOs, the interviewees reported that
access to government support loans and grants was
somewhat easier. This led to a more rapid allevi-
ation of the strained liquidity situation, although
the government loans and grants were not able to
compensate for the collapsing revenues. In the end,
due to their lack of experience with external finan-
ciers, the economic constraints on Alfa and Charlie
were particularly severe during the COVID-19
pandemic.

As the second pattern, referring to the family
dimension, the exogenous shock had an impact on a
diverse set of noneconomic motivations. With regard
to the family dimension, we observed that the owning
family was exposed to a fear of SEW loss due to the
crisis, which was mainly related to the legacy of the
family business (particularly evident in Alfa, Bravo,
and Charlie as the firms with governance structures
allowing the strongest family involvement), the
desire to retain power and control (particularly evi-
dent in Alfa and Charlie with their family CEOs),
and the aim to create transgenerational value (evident
in all four firms). As Charlie’s head of department
revealed:

“We noticed that the family management was very
concerned about the continuation of the business.”

Alfa’s family CEO emphasized the following:

“Of course, this has kept us increasingly busy, not
only in a business sense but also emotionally.”

The owning family was afraid of losing their socio-
emotional endowments in the crisis. This fear was
reinforced by the prolonged uncertainty regarding
the course of the COVID-19 pandemic. Based on our
analysis, we thus propose the following:

Proposition 1 An exogenous shock triggers a)
economic implications in the business dimension
(i.e., reinforced resource constraints) and b) non-
economic implications in the family dimension (i.e.,

© 2021 The Authors. R&D Management published by RADMA and John Wiley & Sons Ltd.
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increased fear of losing SEW) in the family firm.
While the noneconomic implications in the family
dimension are high in all case firms, the business
implications are particularly high in more resource-
constrained firms.

4.2. Behavioral changes in times of crisis

Our cross-case pattern analysis revealed how the
motivational changes in increased resource con-
straints and increased fear of losing SEW induced
behavioral changes in firm decision makers. Case
evidence indicates that SEW-loss-related anxieties
affect not only the family but also the workforce. The
strong relationships among each other, the shared tra-
dition as a family business, and the feeling of having
a “common destiny” led to a particular strong cohe-
sion within the family but also among the workforce,
which feels like a “pseudofamily.” Interestingly,
this effect became evident in all four firms but was
explained differently by the interviewees. For Alfa
(Srd generation), Bravo (4th generation), and Delta
(3" generation), the long-standing family identity —
existing over several generations — was the essential
criterion (even for nonfamily employees whose par-
ents and grandparents have often worked in the same
company) for developing a (pseudo-)family cohesion.
For Charlie, it was rather the tight connection of the
founder and family CEO with the firm’s daily busi-
ness routines. Hence, strong (pseudo)family cohesion
was driven by noneconomic goals such as the aim
to maintain ties to stakeholders, perpetuate the emo-
tional endowment between the (pseudo)family and
the business, and a strong desire to maintain power
and control, ultimately inducing an increased focus
on all organizational members and cohesion within
the firms. From the beginning of the COVID-19 pan-
demic (i.e., March 2020), the (family and nonfamily)
managers of the case firms communicated that the
well-being of the employees was their primary con-
cern. For instance, an internal letter from Bravo states
that the protection of employees “is a top priority and
is at the forefront of the extensive action plan that we
have consistently implemented throughout the com-
pany since the beginning of the pandemic,” empha-
sizing the strong ties between family, management,
and employees. Although many employees have also
suffered personal economic losses as a result of short-
term working, this German state-regulated system has
helped firms avoid laying off any firm employees. As
Bravo’s manager commented:

The family has behaved calmly and has treated the
staff well. The crisis brought us closer together. This

© 2021 The Authors. R&D Management published by RADMA and John Wiley & Sons Ltd.

cohesion has also led to the fact that we have come
through it reasonably well so far.

Further, we observed that the severe resource con-
straints — because of the shared concern for the
company’s survival — also brought the (pseudo-)
family closer together. As a consequence of this
(pseudo)family cohesion, we noted in all case
firms a flexible, sudden “hands-on mentality” in
regard to responding to the critical situation. In the
business dimension, this mentality led to a reduc-
tion in bureaucratic hurdles and quicker decisions
when such decisions had the aim of mitigating the
effects of the crisis. Alfa’s family CEO stated the
following:

I think it’s good that we, as a family business in the
third generation, have a good view of the business
and know what to do. We know the people in charge
and can thus intervene quickly without long hesita-
tion and, if necessary, take action.

In addition, the worries related to SEW loss shifted
the strategic focus of the firms. The owning fami-
lies have moved away from the former long-term
orientation that we observed before the COVID-19
pandemic. In contrast to previous times, the families
started to particularly focus on the short-term results
of their actions. In Alfa and Charlie, this effect was
perceived quickly and distinctly due to their family
CEOs, but in Bravo and Delta, this development
became noticeable. The reason for this approach was
to protect the existence of the company in times of
extreme uncertainty. Charlie’s head of department
explained as follows:

We quickly put our focus on tackling all the hot
issues that needed to be dealt with on short notice
and with which we could ensure the safety of the
workforce.

In the family dimension, the focus on short-term
results mitigated the rigid mental models that
business families — particularly, although not
exclusively, Alfa and Charlie with their family
CEOs — exhibited before the crisis. In particular,
these family CEOs, as well as other family mem-
bers, underwent fundamental rethinking due to
COVID-19. Doubts about decisions were put aside
if the decisions appeared to help the company imme-
diately. Delta’s director described these changes as
follows: “[The owning family] is seen as support
to overcome this crisis. Attitudes have changed for
the better.”” Even Charlie’s family CEO, who had
previously shown no affinity for digitalization and
remote working and who had demonstrated exten-
sive rigid mental models before the exogenous
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shock, cleared the way at short notice and revealed
new ways of thinking. He stated:

Wherever possible, the administrative staff is
equipped to work from home — we have made this
possible at short notice, that is not a question at all.

Building on that, in the business dimension, the case
evidence revealed behavioral changes relating to
the use of technologies in everyday routine. As eco-
nomic resources became increasingly scarce during
the crisis, operational procedures were critically
scrutinized. Case firms reported that business trips,
educational trainings, trade fair exhibitions, and proj-
ects were canceled. As a resource-saving alternative,
a switch to a digital infrastructure with video confer-
encing tools or virtual private network (VPN) servers
to enable home offices was implemented in many
areas. This extended the utilization of digital infra-
structures was initially necessity-driven, arising from
the crisis situation and contact restrictions. In a press
article, Delta’s CEO stated that in April 2020, 2,000
out of 2,300 employees in Germany were working
from home. A manager from Delta explained in more
depth:

We switched to digital working, at least where pos-
sible. [Because of the pandemic], we have basically
digitized almost every form of normal interaction.

Furthermore, we observed that the lower bureau-
cratic requirements within the company contributed
to building a new digital infrastructure. The techno-
logical doubts that were common before the exoge-
nous shock — particularly, but not exclusively, in Alfa
and Charlie — were no longer voiced during the crisis.
Based on those observations, we present the follow-
ing proposition:

Proposition 2 The fear of losing SEW triggers
(pseudo-)family cohesion and short-term orien-
tation, leading to less rigid mental models in the
business family and less bureaucracy in the family
business. These implications, in combination with
increasing resource constraints, foster an expan-
sion of the digital business infrastructure. The re-
spective characteristics are particularly evident in
case firms with a family CEO and strong family
influence.

4.3. Organizational outcomes and adaptive
capacity

Building on the behavioral changes induced
by COVID-19, we observed specific organiza-
tional outcomes in our case firms. In the business
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dimension and due to the state of distress, these
behavioral changes led the family firms to open
themselves up to new alliance partners. While
before the exogenous shock, the family firms found
it difficult to cooperate with new external partners
and were more focused on internal developments
(particularly Alfa and Charlie with their family
CEOs’ desire to maintain power and control as
well as their aim to sustain their long-established
and enduring ties), we observed an opposite trend
during the pandemic. The family firms increasingly
started to cooperate with local networks, govern-
mental agencies, new suppliers, and partially with
start-ups. During the pandemic, family firm deci-
sion makers realized that not all competencies
required to overcome the exogeneous shock were
available internally. A director at Delta stated:

We use new software and suppliers to [...] increase
flexibility. [...] However, we are also working with
new — often highly specialized — cooperation partners
in sales and health protection.

In the expert interviews, this trend was confirmed
by suppliers who cooperated with the case firms and
other companies. A senior manager from an IT ser-
vice provider explained in an expert interview:

The demand for IT solutions has increased rapidly
due to the pandemic. [...] Family businesses were
much more reluctant [regarding IT] before the crisis,
their purchasing habits and collaboration attitudes
changed drastically due to COVID-19.

The aforementioned behavioral changes have also
yielded novel approaches to innovation in the busi-
ness dimension. We observed that the four firms
were in a substantial learning process at the time
they utilized their expanded digital infrastructure.
After the first weeks of the pandemic, certain rou-
tines with digital work procedures had already been
developed, and thus, previous doubts regarding tech-
nology adoption were dispelled. This increased expe-
rience in handling digital technologies also enabled
the firms to develop digital artifacts, such as digital
services, products, business models, and platforms,
to be offered to customers for two reasons. First,
because they were now technologically capable of
doing so, and second, because the contact restrictions
prevented many conventional services and business
models from being provided. Despite the continu-
ing limitations, the development of these new digital
artifacts and platforms was not only necessity-driven
(as in the case of the digital infrastructure), but its
motivation was also opportunity-driven. As Bravo’s
manager explained:

© 2021 The Authors. R&D Management published by RADMA and John Wiley & Sons Ltd.
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We have just started a webcast [...]. There, we pro-
vide a regular overview of certain sales topics [...],
where we virtually meet with customers and other
interested parties. Not only do we present current
trends, we also engage in an interactive exchange
with the participants and discuss where possible
fields of application are. For me, this is a good ex-
ample of how to turn necessity into virtue and find
a good answer to canceled trade fairs by digital
means.

Case evidence revealed that Bravo and Delta, with
their nonfamily CEOs, one of whom had already
managed digitalization projects in other companies
and brought professional experience with him, were
able to develop new digital artifacts and platforms
relatively fast. We also observed that the new alliance
partners facilitated the development of new digital
artifacts and digital platforms. This access to exter-
nal knowledge enabled the firms to complement the
internal competencies required for digital artifacts
and platforms.

Observations during the COVID-19 pandemic
also revealed three particular factors that ultimately
helped family firms adapt to the exogenous shock.
We label this improved position to self-adapt to the
crisis the “adaptive capacity” the firms developed
after the COVID-19 outbreak. First, digital arti-
facts and digital platforms allowed the case firms
to become flexible and to react quickly to changing
market requirements, thus resulting in increased
adaptive capacity. Second, the development of
new strategic alliances had a considerable impact
on the adaptive capacity of the family firms that
can now choose from a broader portfolio of coop-
eration partners, develop complementary market
approaches, and act flexibly in a business ecosys-
tem. Regarding the relationship between digital
artifacts, alliances, and a family firm’s adaptive
capacity, Charlie’s head of department mentioned
the following:

I hope we can use some of the points [...] for future
benefit. For instance, [...] the facilitated digitalization
and robust business relationships. If we manage to
sustain the progress that has been achieved despite
the chaos triggered by this crisis, then we will have
gained something.

Third, it is the mental rethinking of the business fam-
ily that has facilitated the firms’ adaptive capacity,
hence affecting both the business and the family
dimension. Using the family’s influence for continu-
ous adaptation in crisis situations and beyond, there-
fore, turns out to be beneficial for the business. As
Delta’s director stated,

© 2021 The Authors. R&D Management published by RADMA and John Wiley & Sons Ltd.

Stubbornness and insisting on old structures is
deadly in the corona crisis, and no one can afford it.
Instead, I regard flexibility in dealing with changes,
on a small scale, as well as in the case of major disas-
ters, such as the corona crisis, as an essential success
factor.

Based on the cross-case pattern analysis, all these
influences, in combination, reveal that family firms
can cope with exogenous shocks to build up adaptive
capacity and succeed after the crisis. Revealing the
heterogeneity of the four case firms, we see that Alfa
and Charlie, with their lower degrees of rigid mental
models, higher degrees of new alliances, and devel-
opment of new digital artifacts and platforms, ulti-
mately yield higher levels of adaptive capacity than
Bravo and Delta, where these antecedent conditions
were slightly less salient. This leads us to propose
the following:

Proposition 3 The development of new digital
artifacts, digital platforms, and new strategic alli-
ances, in combination with less rigid mental mod-
els, facilitates the adaptive capacity of family firms.
Different degrees of these aforementioned anteced-
ent conditions ultimately yield heterogeneous levels
of family firms’ adaptive capacity.

5. Discussion

Our findings reveal that exogenous shocks induce
behavioral changes and thus generate organizational
outcomes, which ultimately facilitate a family firm’s
adaptive capacity. Our research not only advances
extant theory, as discussed below, but also provides
important insights for management practice and
policymaking.

Our findings first contribute to research on
exogenous shocks by revealing how organizations
react to crises and adapt to them. By revealing
how drastic and survival-threatening the impact of
exogenous shocks is for businesses, we find empir-
ical support for phenomena (such as financial cri-
ses or major terrorist attacks) described by prior
studies in this field (Smallbone et al., 2012; Corbo
et al., 2016; Doern et al., 2018). However, ours is
one of the first studies to explore the effect of the
COVID-19 pandemic on business management,
thereby advancing the current understanding of this
phenomenon and its reverberations. By explaining
the underlying patterns of organizations’ adapta-
tion to exogenous shocks, we extend the prevail-
ing insights on crises and adaptations, as prior
studies often lack an understanding of microissues
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(Chakrabarti, 2015). In particular, we contribute
to a nuanced understanding of how heterogeneous
noneconomic goals can affect the response of firms
to an exogenous shock. We also extend research
on adaptive capacity and environmental change
(Aggarwal et al., 2017). We do this particularly
by revealing the specific behavioral changes and
organizational outcomes induced by an exogenous
shock, which ultimately lead to a firm’s adaptive
capacity.

Another important contribution of our study
addresses the family business literature, specifi-
cally related to innovation management and adap-
tive capacity in family firms. Our findings support
the existence of resource constraints (Feranita et
al., 2017; De Massis et al., 2018a), the importance
of SEW and noneconomic goals in family firms
(G6émez-Mejia et al., 2007; Berrone et al., 2012),
and the vital role of a family firm’s tradition in inno-
vation processes (De Massis et al., 2016; Erdogan et
al., 2020). However, by showing how these family
firm idiosyncrasies are reinforced in times of cri-
sis and induce heterogeneous responses, we extend
this previous understanding. We unveil that due to
an exogenous shock and family firms’ tendency
for self-financing, resource constraints are particu-
larly obstructive in firms with a family CEO (goal:
retain power and control). This advances research
that identified heterogeneity as an important direc-
tion for future scholarship, while remaining silent
about explanations of how diverse family firms’
characteristics may affect resource constraints
(De Massis et al., 2018a). By showing that family
firms with governance structures allowing strong
family involvement (e.g., family management,
family council, advisory board) are particularly
concerned about losing SEW (goals: preserve the
legacy of the family, retain power and control, and
create transgenerational value), we enrich previous
SEW research that has so far largely neglected to
account for different types of family involvement
and link them to different propensities for SEW
preservation (Gomez-Mejia et al., 2007; Berrone et
al., 2012; Miller and Le Breton-Miller, 2014). With
these insights, we extend prior SEW research by
showing that varying types of family involvement
exerted through different governance structures
affect SEW in heterogeneous ways (Li and Daspit,
2016). Moreover, by revealing that (pseudo-)family
cohesion is particularly strong for family firms in
a later (3rd or 4th) generation or with a hands-on
founder figure (goals: enduring ties to stakehold-
ers, emotions and affect, and family reputation), we
extend previous findings that highlighted (pseudo-)
family cohesion in family firms but remained silent
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about its heterogeneity among family firms (Konig
et al., 2013; Duran et al., 2016). With the afore-
mentioned insights, we contribute to family busi-
ness research on heterogeneity and reveal insights
into specific noneconomic goals in those firms
(Kammerlander and Ganter, 2015; Campopiano et
al., 2019). Research on family firms has stressed
that these businesses are usually characterized by
long-term orientation (Diaz-Moriana et al., 2020),
rigid mental models that are often associated with
paternalistic leadership styles (Konig et al., 2013),
higher ability yet lower willingness to engage in
technological innovation (Chrisman et al., 2015a),
which is linked to an inward focus on technolog-
ical developments (De Massis et al., 2015) and
difficulties in utilizing digital technologies (Soluk
and Kammerlander, 2021). Challenging this body
of knowledge, we reveal that these aspects are
dependent on environmental conditions (Soluk et
al., 2021) and can be dramatically altered by exog-
enous shocks. In times of crisis, family firms may
exhibit a short-term orientation, reject rigid mental
models and become more willing to engage in tech-
nological innovation, create new forms of cooper-
ation, and unbureaucratically develop new digital
business opportunities. With these insights, in addi-
tion to revealing how crises are related to intensify-
ing search routines (Mazzelli et al., 2020), creating
new alliances, and open innovation approaches
(Chiesa and Manzini, 1998; Classen et al., 2012;
Casprini et al., 2017), we also offer a more nuanced
understanding of how family firms develop adap-
tive capacity. In addition, by studying family firms
that anticipate a future loss (rather than experienc-
ing one), we advance the understanding of decision
making and innovation under different domains
(i.e., loss and gain domains; Chrisman and Patel,
2012). Specifically, based on our study’s findings,
family firm status seems to foster a particularly
proactive reaction to a threat.

Our study also provides practical implications.
With our in-depth insights, we provide nuanced
explanations of how, in particular, family firms
adapt to exogenous shocks. By revealing the specific
motivational sources, behavioral changes, and orga-
nizational outcomes associated with a family firm’s
adaptation to an exogenous shock, we provide prac-
titioners with knowledge on how they can foster the
adaptive capacity of their company and thus ensure
long-term success beyond crises. More specifically,
based on our study’s insights, practitioners can build
on the revealed enablers of a firm’s adaptive capac-
ity (e.g., new alliances or digital technologies) and
ensure that the actual conditions in the organiza-
tions allow these enablers to emerge (e.g., with the
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elimination of regulatory hurdles). Additionally, we
contribute to a better understanding of exogenous
shocks and their effect on policymaking (De Massis
et al., 2020). Due to the crucial role of government
support both during and after crises (Burrell and
Kelly, 2020), the insights from our study inform pol-
icymakers about how to enact more targeted inter-
ventions to mitigate the negative economic impact of
such crises (e.g., by creating institutional conditions
that allow new alliances to emerge). In light of their
key role in any economy worldwide, we believe that
considering the idiosyncrasies of family firms is par-
ticularly critical for the success of policymaking ini-
tiatives aimed at supporting businesses and economic
development (Brautzsch et al., 2015).

6. Conclusion, limitations, and future
research

With an in-depth explanation of how exogenous
shocks affect family firms, we reveal which patterns
occur in those businesses when hit by the COVID-19
pandemic. This study contributes to research, man-
agement practice, and policymaking by advancing our
knowledge on the idiosyncrasies of family firms. As
with all qualitative studies, our research entails limita-
tions, which offer promising opportunities for future
research. First, with our multicase study, we can only
claim analytic generalization; however, we hope to
stimulate future research to scrutinize our case-based
findings with large-scale, quantitative approaches
and investigate whether and how the findings might
be generalized statistically (e.g., to other firm types
or contexts). As the effects of the COVID-19 pan-
demic persisted at the time this study was finalized,
we would like to encourage scholars to examine orga-
nizations’ behavior in the aftermath of such a crisis,
thus extending the limited time window of observa-
tion. Additionally, although we followed established
guidelines on the number of cases for our study
(Eisenhardt, 1989), we encourage future scholars to
build on a broader set of cases to delve deeper into
explaining the heterogeneity of family firms based on
attributes other than those on which we focused (fam-
ily management, governance structure, generation).
Moreover, additional theoretical approaches, such
as prospect theory (Tversky and Kahneman, 1974),
might act as suitable lenses to explain behavioral
changes in the loss domain, as revealed in our study.
We hope that the findings presented in this article will
stimulate future work to further examine how organi-
zations succeed through exogenous shocks and better
understand the determinants of their resilience.
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