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Abstract: While prior studies recognize the importance of organizational capabilities for family firm
sustainability, current research has still failed to empirically identify the role of different types of
knowledge accumulation with regard to these organizational capabilities. Based on the dynamic
capabilities theory, the main goal of this paper is to address this research gap and to explore the rela-
tionships between both internal and external knowledge accumulation, and ordinary organizational
capabilities. This research also contributes to analyzing the complex effect of the family firm essence,
influenced by both family involvement and generational involvement levels, as an antecedent of
internal and external knowledge accumulation. Our analysis of 102 non-listed Spanish family firms
shows that the family firm essence, which is influenced by the family involvement, strengthens only
the internal knowledge accumulation but not the external one. Furthermore, our study also reveals
that both internal and knowledge accumulation are positively related to ordinary capabilities.

Keywords: dynamic capabilities; internal knowledge accumulation; external knowledge accumu-
lation; family essence; family firms; ordinary capabilities; structural equation modeling; partial
least squares

1. Introduction

The strategic management literature proposes that the development of firms” dynamic
capabilities is a crucial factor for a firm’s success and survival in the long term [1-3], espe-
cially in today s increasingly dynamic markets with a growing number of emerging global
competitors [4]. In this sense, dynamic capabilities enable firms to create, deploy and pro-
tect the intangible assets that support a superior business performance in the long term [5].
This long-term performance is particularly relevant in the case of family firms, the most
widely spread type of firm all around the world [6]. Thus, the identification of enablers of
dynamic organizational adaptation appears vital to their sustainable competitive advan-
tage [7]. Nevertheless, the study of dynamic capabilities in family firms is yet in its infancy.
Indeed, except for some very well-known studies [8-10], this lack of research in such a
specific type of organizations could be viewed as a considerable weakness of the field,
since family firms~ strategy is usually described as based on considerably path-dependent
abilities, having thus difficulties to adapt to fast-changing environments [10,11].

In family firms, sustainability is a function of both firm success and family functionality
and focuses on how family members exchange resources across systems [12]. Consequently,
the resource processes (use or transformation of capital) and interpersonal processes (e.g.,
conflict management, communication, personal relationships) in either firm or family
may facilitate or inhibit family firm sustainability [12]. Hence, the processes that may
impact the dynamic capabilities in family firms are more complex than generally assumed.
Prior literature has shown that different aspects related to knowledge seem to influence
the dynamic capabilities of firms [13-15]. For instance, authors have developed a model
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where knowledge integration acts as a driver of dynamic capabilities based on family
firm-specific factors such as internal social capital, relationship conflict, and affective
commitment to change [7]. Nonetheless, it is common that the literature in this field
stresses the quantitative aspects of dynamic capabilities, which may tend to excessively
simplify the process [16]; furthermore, there is scant analysis about which factors may
impact the evolution of dynamic capabilities in family firms [10].

Intending to compensate for the above-mentioned limitation, we focus on exploring
how knowledge accumulation impacts the dynamic capabilities of family firms. In particu-
lar, since family-specific antecedents of knowledge integration enrich our understanding
of the causal mechanisms underlying dynamic adaptation [7], we differentiate between
the potential effects that internal knowledge accumulation and external knowledge accu-
mulation [17-19] may have on the ordinary capabilities of these firms. Accordingly, since
family firms are regarded as having both different goals, values, and decision making in
comparison to their non-family counterparts [20], the present study tries to unravel the
effects that the family essence may have in the knowledge accumulation of family firms,
which will reveal in greater detail the complex antecedents and their interactions that
intervene in the development of the dynamic capabilities in family firms.

The remainder of this article is structured as follows. The next section presents the
theoretical background of the study to formulate the corresponding research hypotheses.
Section 3 explains the methodology from data collection to the different measures and
analyses used in the study. The results are shown in Section 4. Finally, the last section
includes the discussion and conclusions of the study, including its limitations, implications,
and directions for future research.

2. Theoretical Background and Hypotheses Development
2.1. Organizational Capabilities in Family Firms

The dynamic capabilities lens highlights that to succeed firms must be able to in-
cessantly develop, improve and renew their products and processes [5]. This is based
on the idea that dynamic capabilities help firms protecting their products and processes
against imitation by their competitors as well as against the technological obsolescence that
emerged of the life cycle of their industry [21]. More specifically, dynamic capabilities allow
firms to broaden, change, or create ordinary capabilities by accessing and recombining
knowledge, thus enabling success in its ordinary capabilities and generation of value over
time [5,22].

Investigating the development of dynamic capabilities in family firms entails an-
alyzing the knowledge accumulation as a driver of firm capabilities [23]. Knowledge
accumulation has been regarded as a key tool for the achievement of ordinary capabili-
ties [1,24]. However, knowledge accumulation is usually accomplished distinctly in family
firms in comparison to their non-family counterparts. Indeed, in family firms, knowledge
accumulation is a dynamic capability that helps to continuously create new knowledge
out of existing family firm-specific resources [25,26]. These specific resources could be
summarized as a family essence of family firms [15]. In this respect, and building on such
study [15], we shed light on the specificities of how knowledge accumulation influences
dynamic capabilities in this type of business. Thus, we designed a theoretical model where
three main subsequent effects are discussed: whether different types of family involve-
ment (i.e., the proportion of family members in both governance and management boards,
and the number of generations involved in both governance and management boards)
provides family essence, whether family essence impacts on knowledge accumulation
and whether the influence of knowledge accumulation influences dynamic capabilities
in family firms. In the following subsections, we will analyze, one by one, each of the
aforementioned relationships.
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2.2. Family Essence and Its Determinants

Family essence refers to the controlling family’s willingness to use its influence within
the firm to seek its specific goals [15,27]. Family essence focuses on how the family impacts
the way an organization is governed or managed [28]. In family firms, the degree of family
essence is influenced by the family involvement in governance and management [29]. In
this regard, we focus on how two main forms of family involvement in the board influence
the family essence: on the one hand, the proportion of family members in the boards (i.e.,
the family director ratio) [30] and, on the other hand, the number of generations in the
boards, or generational involvement [31].

Moreover, regarding the proportion of the family involvement in the governance
and management boards, a higher family director ratio is expected to enhance the family
essence of a firm. In general, family directors demonstrate a superior duty to the business
and a deeper desire towards the firm “s success in contrast to non-family directors [30].
Furthermore, a higher percentage of family members on the board is prone to reinforce
the bonds among family members [32] and enhances the family orientation where family
values, emotional ties, and family feelings are imprinted to the firm [33] through interaction
and mutual trust [34]. Instead, a higher generation involvement in the governance and
management boards is also expected to increase the family essence of a firm. Prior literature
points out that family firms with diverse generations involved in management display
higher levels of unity, emotional commitment [35], a deeper sense of shared purpose [36],
and a greater desire to ensure the success of the business [32]. For all these, we conclude
that the aforesaid factors, this is, a higher proportion of family directors and a higher
generational involvement in the boards enhance the family essence of a firm. Consequently,
the first double hypothesis can be derived as follows:

Hypothesis 1a (H1a). In family firms, a higher percentage of family involvement in the governance
and management boards will increase its essence as a family firm.

Hypothesis 1b (H1b). In family firms, a higher number of generations involved in the governance
and management boards will increase its essence as a family firm.

2.3. Knowledge Accumulation in Family Firms

In family firms, organizational culture is reflected through family essence in the family
firm as considered “a personal belief and support of the organization’s goals and visions,
a willingness to contribute to the organization, and a desire for a relationship with the
organization” [37] (p. 51). The family firm essence reflects the family’s intention to manage
the firm to achieve its vision beyond the life expectancy of the current generation [38,39].
As the family firm strengthens its essence, knowledge sharing mechanisms are likely to be
open, candid, and functional, which will increase their positive relationship [32]. As well,
family essence in which family members are involved by higher level represents a signal
that the family will exercise its influence to establish processes that guarantee knowledge
transfer to the succeeding generations, hence building and preserving the socioemotional
wealth of family members [39,40]. In the opposite direction, lower levels of commitment to
the family firm negatively affect knowledge accumulation [37,41].

Knowledge accumulation is defined as an instrument of organizational learning aiding
the development of organizational routines, and represents the basis for the development
of dynamic capabilities [22] that permit an organization to create, extend or modify its
resources [42]. The knowledge accumulation processes that drive firms to advance, increase,
redesign and utilize both internal and external knowledge can be differentiated into internal
knowledge accumulation and external knowledge accumulation processes [21].

Furthermore, family members, who want to retain the family in the firm based on
their strong family essence, are prone to exceeding their regular job responsibilities, which
aid in the transmission of experience and internal knowledge [23]. The typical co-worker
interactions surpass the limitations of the workplace, which promotes enhanced collabora-
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tion and exchange of information and experiences [43]. In this vein, such closer connections
facilitate family members to attain experience and foster practical skills inside the family
firm [23]; moreover, the communication across generations within the family firm can aid
in knowledge creation [44] and knowledge accumulation in the long-term [23].

On the other hand, external knowledge accumulation relates to the finding, assembly,
and use of knowledge from external sources [45]. The authors exposed the relationship
between knowledge transfer and workers mobility demonstrating the relevance of external
knowledge accumulation [46]. In this regard, knowledge transfer between firms and
external sources is dependent on trust and social ties [26]. However, this knowledge
from abundant external sources needs to be integrated and accumulated into the firm
through hundreds of daily management decisions [47]. In the case of family firms, prior
literature suggests that, based on their desire to preserve the socioemotional wealth [40],
family firms are reluctant to professionalization [39]. In particular, the signing of directors
external to the family rises conflicts concerning the firm’s goals because of the opposing
motivations and professional objectives of both the family and non-family employees [48].
As such, the family’s goal to shape an environment to aid in the transmission of the family
essence and values is linked with emphasizing long-term planning, the internal knowledge
accumulated into the firm, and a lower propensity to use external sources of knowledge.
For all these, we propose the following second double hypothesis:

Hypothesis 2a (H2a). In family firms, a stronger essence as a family firm will be positively related
to internal knowledge accumulation.

Hypothesis 2b (H2b). In family firms, a stronger essence as a family firm will be negatively
related to external knowledge accumulation.

2.4. Knowledge Accumulation and Organizational Capabilities

The specific accumulation of knowledge in family firms is positively associated with
high levels of ordinary capabilities [24,49,50]. Fostering idiosyncratic knowledge promotes
a more suitable mixture and alignment of family resources, and indirectly aids in the
generational continuity of the business [7]. Furthermore, knowledge integration of special-
ized knowledge was identified as a success factor for family firms operating in different
markets [7]. Ordinary capabilities are somehow regarded as the best practices of the firm
and are a precondition of firm performance [1,19]. In this regard, research confirms that
knowledge accumulation is a key tool for the achievement of ordinary capabilities [24,49].

Nevertheless, today “s dynamic markets require family firms to convert ordinary capa-
bilities into dynamic ones within the firm [1]. More specifically, a firm can take advantage
of continuously improving its ordinary capabilities and create value by improving its
ability for innovation, marketing of new products, anticipating and reacting to market
changes including those unexpected ones [25], so as promoting dynamic capabilities [8].
The benefits of ordinary capabilities are contingent upon the knowledge accumulation
processes that let firms advance, increase, reshape and apply new internal and external
knowledge [21].

In this regard, the accumulation of both internal and external knowledge plays a
crucial role when developing ordinary capabilities, such as the capacity of designing
new products or improving the current ones, polishing firm processes, and adjusting
organizational methods to match with the context of their final market [51]. Once family
members attain new knowledge and advance abilities when joining the firm, per se,
such knowledge can be shared and transferred to other colleagues in the firm [23] and
transmitted across the generations [41]. Once incorporated, this knowledge aids in the
development of new strategies, as well as managerial and operational routines in the
firm [52]. All things considered, in family firms both internal and external knowledge
accumulation, strengthen their ordinary capabilities. Figure 1 shows the research model.
Given all these, we propose the following third double hypothesis:
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Hypothesis 3a (H3a). In family firms, internal knowledge accumulation strengthens their ordi-
nary capabilities.

Hypothesis 3b (H3b). In family firms, external knowledge accumulation strengthens their
ordinary capabilities.

Family
mvolvement
Hla
H2a H3a
Internal
_—> knowledge _—>
accumulation
Family firm Ordinary
. capabilities
essence
External
_—> knowledge _—>
accumulation
H2b H3b
Hlb
Generational
mvolvement

Figure 1. Research model and hypotheses.

3. Methods
3.1. Sample and Data Collection

Family businesses in Spain are the predominant business structure with strong family
participation and leadership in the property and the administration and management
teams [53]. Studies estimate that the share of family businesses in the overall Spanish
business structure represents 90%, contributing about 60% of GDP [54]. Thus, the Spanish
context offers a unique organizational structure of family businesses across the globe,
with relevant participation in the development of public policies. These aspects make
the Spanish context appropriate for this study. The empirical analysis in this study used
a sample of non-listed medium and large Spanish family firms, according to the 2012
ranking by “Actualidad Econdomica”—a well-known magazine in business and finance. The
ranking, sorted by sales volume, identified the leading 5000 firms in Spain. The final sample
included 1656 firms. Following prior research [55], family firms were selected based on
two conditions: (a) one family had at least 50 percent of the firm ‘s equity, and (b) members
of such controlling family were involved in the firm 's management. Listed companies
were excluded due to their ownership and management structure since they have defined
bodies that separate the family from the company, limiting the family-business relational
ties (aspects of importance for this study). In general, it is recognized that listed family
businesses do not maintain the characteristics of familiarity of their initial stages, which
have been diminished as their ownership has been segmented [56]. Therefore, our interest
encompasses medium and large unlisted Spanish family companies. Scarce research has



Sustainability 2021, 13, 5607

60of 17

been carried out on this segment of family firms since 80% of the studies have focused on
listed family companies [57].

Data were collected through a questionnaire sent by ordinary mail to the final sample
of firms conducted from May to September 2013. This particular year represents a relevant
timeframe marked by the Spanish crises from 2008 to 2013. During this period, Spanish
firms dealt with challenging and shifting environments amid the financial crisis and
the restructuring of the Spanish banking system, in addition to the global crisis, which
forced family firms to face an entirely unknown environment. Consistent with prior
research [58,59], we opted for a single respondent survey, the CEO. Previous studies have
adopted this approach and relying on a single respondent is accepted in research areas when
the main informant is surveyed [60]. An invitation letter was sent to the CEOs introducing
the research objective and advising their participation and assuring the confidentiality
of the responses. The position of these CEOs certified them to comment on firm-base
practices and experiences, becoming the main informants for the study due to their overall
vision of the firm strategy [30]. The measurement of each of the variables considered was
carried out according to scales obtained from the previous literature (refer to Section 3.2).
The questionnaire was divided into four sections. Section one was dedicated to gathering
general information about the firm, for example, information about the respondent, the
company, the property and the family generations active in the firm. Section two was
aimed at collecting aspects of the family essence. The third section was dedicated to
obtaining information regarding the main variables of the study, for example, internal
and external knowledge accumulation. Finally, information was obtained regarding the
ordinary capabilities variable.

Starting from the initial sample of 1656 Spanish non-listed large and medium family
firms, 135 responses (8.15% of the sample) were collected. The response rate is consistent
with previous research on privately held firms [61,62]. After verifying the validity of
the responses and filtering for those that did not comply with the sample characteristics
(17 were non-family firms and 6 were listed firms), the final sample included 102 valid
surveys. The final sample used in this study is adequate to the research objectives since
100% of the responses corresponded to unlisted family companies, and 99% stated that their
companies were family-owned, with the presence of family members on their management
boards (95%) and in their governance boards (98%). In addition, 93% of the respondents
expected that the future CEO of their company would be a family member. The indicated
aspects conform to the restrictions established in the operational definition adopted for
this study, that is, participation of family members in the property, in the management
and governance, and the intention of transgenerational family control [63]. Although the
sample size relative to the population rarely affects the accuracy of the sample [64], we ran
additional analyses to test for non-response bias. More specifically, the sample was split
into three groups to compare the initial and final responses received. The ANOVA analysis
displayed irrelevant differences between the initial and final respondents at a 99% level of
significance. Thus, non-response bias was not be a problem in this study.

Given that this study relied on CEOs as keys respondents and on data delivered by an
individual in a single period [65], common method bias could be a concern. To reduce this
potential threat, preliminary adjustments were adequately addressed in the survey design.
Firstly, the anonymity and confidentiality of the responses were guaranteed in order to
prevent the tendency of respondents to mistake their views and truthful opinions [66].
Secondly, independent and dependent variables were set into different sections of the
survey, making it difficult for the respondents to link together both concepts [67]. Thirdly,
we also included different response formats within and across the different sections of the
survey [68]. While mainly using 5-point Likert scales, additional guides were used, such as
“completely agree/completely disagree”, or “completely wrong/completely right” [67].
Likert-type scales are suitable for measuring reactions, attitudes and behaviors, which are
fundamental aspects to be collected in the proposed research study.
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Additionally, the common method variance was also tested by employing a post hoc
test of the data: Harman's single-factor test [69,70]. Such a test deduces that common
method bias is present when the factor analysis shows a single factor that accounts for most
of the variance [67]. In this study, Harman's test showed that the first factor accounted for
24.8% of the total variance; hence, common method bias is either absent or insignificantly
small in the data [67].

3.2. Measures

The variables and scales were based on existing and tested instruments from previous
literature, shaping the research model in our study (refer to Table A1 in Appendix A). Firstly,
the concept of the family business was configured according to standard criteria such as
“family participation in the business”, which have been used in previous studies [38,63],
adopting an operational definition of a family business based on two characteristics that
companies must meet to be considered family businesses: first, participation of family
members in the ownership of the company, in the management and governance boards
and, second, family intentions for transgenerational control. After applying the opera-
tional definition that has helped us to identify family businesses, we adopted the F-PEC
scale [37,71-73], which is widely used in the literature to measure both the family firm
involvement and essence. These variables were structured as follows:

Family involvement in the boards. The percentage of governing/management board
positions occupied directly and/or indirectly by family members.

Generational involvement in the boards. The number of generations of family mem-
bers involved on the directors and management boards.

Family firm essence. This variable was adapted from the culture sub-scale developed
in the F-PEC scale. Consistent with previous studies [27,71], the representative features
of the culture sub-scale in the F-PEC denote whether the family members (a) feel loyalty
towards the family business, (b) concur with the family business’s objectives, plans, and
politics, (c) share the same business values, (d) are preoccupied about the future/destiny of
the business, and (e) are disposed to commit great efforts for the business to succeed. The
assessment of such five features was completed by using a Likert scale (1 = “Completely
wrong” to 5 = “Completely right”).

Furthermore, we measured the sources of internal and external knowledge accumula-
tion in the family business as proposed by [23], which can contribute to the accumulation
of knowledge through generations, and assessed as follows:

Internal knowledge accumulation. Based on the scale of knowledge management
processes to family firms [23], the respondents (family members who work on the firm)
were asked to evaluate the following three items on a 5-point Likert scale (1 = “Completely
disagree” to 5 = “Completely agree”): (a) attend practical training courses within the family
firm, (b) show commitment to the family firm, and (c) feel that the family firm is their own.

External knowledge accumulation. The measure of external knowledge accumulation
is also based on [23]. Specifically, the family members who work on the firm were asked to
evaluate the following two items on a 5-point Likert scale (1 = “Completely disagree” to
5 = “Completely agree”): (a) family members working in the firm who attend academic
courses or practical training courses outside of the firm, (b) the family firm is willing to
hire non-family member executives.

Additionally, ordinary capabilities were built according to the micro-foundations
proposed by [5]. The items included the identification of ordinary capabilities through the
continuous development of activities and organizational processes derived from learning
and knowledge capabilities of the company, and measured as follows:

Ordinary capabilities. This variable is measured on a scale constructed consistent with
the micro-fundamentals proposed by [5], to assess the degree to which an organization at-
tempts to identify ordinary capabilities using the development of permanent organizational
activities and processes derived from the learning and knowledge capabilities of the firm.
The family members who work on the firm were asked to evaluate the following seven
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items, with all of their routines recognized as evidence of ordinary capabilities [24,49], on
a 5-point Likert scale (1 = “Completely disagree” to 5 = “Completely agree”) related to
continuous development: (a) internal activities of research and development, (b) activities
to identify changes in customer needs, (c) processes to take advantage of technological
developments, (d) adaptation processes for the business model, (e) processes of asset
management, (f) activities such as job rotation, regular multi-level meetings, information
bulletins /blogs, configuration of multi-functional teams and, (g) processes of resource
adaptation to take advantage of new opportunities.

Finally, we included three control variables that are normally used in previous research
related to the behavior of family businesses [74], which were assessed as follows:

Control variables. Different additional variables were included to ensure a proper
model specification and to consider possible alternative explanations for the results of this
family firm behavior research [75]. More specifically, as regarded as directly influencing
the family firm behavior, firm age, firm size, and industry were controlled [74]. Firm
age, measured as the number of years since founding, was included since the family can
have a deeper attachment to the firm over time [76] as well as influence its disposition
towards knowledge management. In addition, firm size, measured as the actual number of
employees, was controlled since a firm that grows in size can formalize and implement
specific processes of knowledge management. In this regard, the relationship between the
family and the firm can become more distant when the size of the firm grows, for example,
due to the need to professionalize the firm [27]. Finally, given the business environment
may impact the predisposition towards knowledge accumulation, we controlled for the
industry variable classifying the firms following the categories proposed by the Standard
Industrial Classification (SIC Code). The categories include agriculture, construction,
manufacturing, transportation, commerce, service, and others.

3.3. Statistical Method

The proposed relationships in the data were tested through structural equation model-
ing (SEM). One of the main advantages of SEM is that, compared with regression analysis,
this is a more appropriate method to examine theoretical models with latent compound
constructs [77]. This is because performing a linear regression analysis on the data requires
a simplification of the content of each construct, which means that some information may
be lost by creating an index for each construct or variable [75,78]. Specifically, we used the
partial least squares (PLS) approach, given that some of its main characteristics make it
especially suitable for this research. First, given that the sample size is relatively small, very
little above the limit of 100 (102), in line with prior literature, PLS is seen as an adequate
technique for obtaining reliable results [79]. Second, PLS-SEM works better when analyzing
predictive research models in the early stages of theoretical development [80,81]. Third,
PLS can capture the normative implications of the total system of variables, and holistically
clarify the entire model [82], which is important in our case as we estimate a model of
simultaneous relationships and aim to have a complete overview [4].

In this research, the measurement and structural models were analyzed using Smart-
PLS software [83]. First, the reliability and validity of the measurement model were
analyzed. Second, the overall assessment of the structural model was analyzed. Finally,
the hypotheses were contrasted by using a “bootstrapping” 5000 technique [84].

4. Results
4.1. Measurement Model

Before estimating the quality of the structural model, we assessed the reliability and
validity of our measurement models [80]. Construct reliability, assessed with Cronbach’s
alpha (range 0.524 to 0.956), and composite reliability (range 0.807 to 0.971) exceeded the
recommended minimum of 0.70 [85]. All indicators were significantly associated with their
respective constructs (p < 0.01). Convergent validity (AVE) exceeded the accepted minimum
level of 0.50 in all cases [77]. Since none of the loadings were lower than 0.4, none had to
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be deleted. The discriminant validity was also estimated by testing uni-dimensionality
based on the cross-loadings of indicators and the Fornell-Larcker criterion [77,85]. All
constructs showed sufficient levels of discriminant validity. Table 1 lists the measures and
their associated Cronbach’s Alphas (CAs), construct reliability, average variance extracted
(AVE), and factor loadings. Additionally, inter-construct correlations and average variance
extracted are shown in Table 2.

Table 1. Latent variable, measurement item, composite reliability, average variance extracted (AVE), and Cronbach’s Alphas.

Construct and Indicator Factor Loading t-Statistic Composite Reliability AVE Cronbach’s Alpha
Family involvement 0.923 0.858 0.836
Fin_1 0.911 7.323
Fin_2 0.941 11.453
Generational involvement 0.971 0.919 0.956
Gin_1 0.917 10.780
Gin_2 0.982 11.108
Gin_3 0.976 11.283
Family firm essence 0.855 0.542 0.789
Ffe_1 0.752 8.072
Ffe_2 0.703 7.493
Ffe_3 0.719 8.478
Ffe_4 0.701 6.605
Ffe_ 5 0.800 10.046
Internal knowledge 0.856 0.748 0.664
accumulation
Tka_1 0.879 13.154
Ika_2 0.850 11.401
External knowledge 0.807 0.676 0.524
accumulation
Eka_1 0.850 8.997
Eka_2 0.794 8.191
Ordinary capabilities 0.911 0.596 0.885
Oca_1 0.720 13.391
Oca_2 0.883 30.783
Oca_3 0.799 16.324
Oca_4 0.786 17.345
Oca_5 0.613 5.387
Oca_6 0.719 9.811
Oca_7 0.851 20.550
Control variables — — —
Fage 0.024 0.417
Fsiz 0.202 2.463
Find 0.018 0.335
Table 2. Inter-construct correlations and average variance extracted (AVE).
Construct 1 2 3 4 5 6
1. Ordinary capabilities 0.772
2. Internal knowledge accumulation 0.282 0.865
3. External knowledge accumulation 0.424 0.132 0.822
4. Family firm essence 0.082 0.478 0.016 0.736
5. Generational involvement 0.045 —0.033 0.089 —0.107 0.959
6. Family involvement —0.270 0.148 —0.272 0.255 0.044 0.926

Note: The diagonal elements are the square root of AVE.
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4.2. Structural Model and Hypotheses Results

We evaluated the quality of the structural model through predictive validity using
the coefficient of determination in endogenous variables (R?) [86], regression coefficients’
significance using the bootstrapping technique [77], and the Stone-Geisser Criterion Q3
using the blindfolding procedure with an omission distance of 7 [87]. The value for R? for
ordinary capabilities is significant (0.232). Notwithstanding the weaker values, the cross-
validated redundancy measures show that the theoretical /structural model has predictive
relevance (Q? > 0) [77]. For hypotheses testing, we assessed the sign and magnitude of
path coefficients and their t-values obtained by applying nonparametric bootstrapping,
calculating the effect sizes and total effects [86]. Figure 2 reports the PLS path coefficients
and t-values.

Family
involvement

0.260%** l/

0.478%** 0.231%**
Internal knowledge
> accumulation SN
. R2=0.228
Family firm Ordinary
essence capabilities
R?=0.079 External knowledge R?=0.232
—_— accumulation _—
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0.016 0.393%**
—0.1187 T
Generational
involvement

Figure 2. An empirical model of knowledge accumulation in family firms. Note: *** p < 0.01 (t statistic
one-tail) t p < 0.1 (t statistic two-tailed).

Once the model’s validity is confirmed, to determine the effects, we tested our three
double hypotheses. The significance of the relationships in our model was estimated
using the bootstrapping technique [77]. Specifically, we tested our three double hypothe-
ses by assessing the sign and magnitude of the path coefficients and their t-values by
applying non-parametric bootstrapping and then calculating the effect sizes and total
effects [86]. Table 3 reports the PLS path coefficients and t-values, along with the R? for the
endogenous constructs.

Table 3. Results of hypotheses testing.

Hypotheses Path Coefficient t-Value Outcome
(Hla) Family involvement — Family firm essence 0.260 2.395 *** Supported
(H1b) Generational involvement — Family firm essence —0.118 1.669 t Not supported
(H2a) Family firm essence — Internal knowledge accumulation 0.478 5.644 *** Supported
(H2b) Family firm essence — External knowledge accumulation 0.016 0.230 Not supported
(H3a) Internal knowledge accumulation — Ordinary capabilities 0.231 2.232 *** Supported
(H3b) External knowledge accumulation — Ordinary capabilities 0.393 4.178 *** Supported

Note: *** p < 0.01 (t statistic one-tail) t p < 0.1 (t statistic two-tailed).
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The effect of a higher percentage of family involvement in the governance on family
firm essence was positive and statistically significant (§ = 0.26; t = 2.395; p < 0.01); thus, Hla
is supported. The results indicated that family firms with higher family involvement in the
governance had a more pronounced essence than family firms. Nevertheless, contrary to
our expectations, the effect of a higher number of generations involved in the governance
on family firm essence was negative and statistically significant (3 = —0.118; t = 1.669;
p < 0.1); thus, H1b is not supported. With regards to H2a, the results showed that there was
a positive and statistically significant effect (3 = 0.478; t = 5.644; p < 0.01) between family
firm essence and internal knowledge accumulation; thus, H2a is supported. Relatedly, the
result regarding our hypothesis about the relationship between family firm essence and
external knowledge accumulation was positive and non-statistically significant (3 = 0.016;
t =0.230; p > 0.1); thus, H2b is not supported. Finally, we found that there were positive
and statistically significant effects in both relationships between internal knowledge accu-
mulation and ordinary capabilities (p = 0.231; t = 2.232; p < 0.01) and external knowledge
accumulation and ordinary capabilities (3 = 0.393; t = 4.178; p < 0.01), thus both H3a and
H3b were supported, respectively.

5. Discussion and Implications
5.1. Results Discussion

In this paper, we address and study how the family effect affects internal and exter-
nal knowledge accumulation and thus ordinary capabilities in family firms. Family firm
literature stresses that family business is heterogeneous [88], the family and generational
involvement in the firm impact family business behavior to make it distinctive and idiosyn-
cratic. In particular, the family involvement in government and management boards allows
the family to transfer family values to the firm, constituting the family firm essence [27]. In
contrast, our study finds that family generations negatively impact family firm essence.
This is to say, new family generations restricted the transfer of culture and family values to
the firm, which can be based on the arrival of new generations increasing the possibility
of family conflicts [89], negatively affecting the essence of the family business [90]. On
other hand, the results indicate that as the family generations incorporate into the firm,
the family essence deteriorates [91]; in effect, family altruism is eroded when the family
grows and ownership is spread across the generations. These results are consistent with
other studies [39] whose results indicate that the presence of multiple generations in firm
ownership causes commitment and shared values, which are initially present, to be reduced
due to conflicts and the passage of time.

Family firm essence affects the decision-making process and especially conditions
how the firm’s resources and capabilities are deployed. In our study, family firm essence
affects differently the accumulation of knowledge in the family business. First, concerning
the internal accumulation of knowledge, it is confirmed that family firm essence promotes
the accumulation of internal knowledge. The high involvement of family members in the
firm, especially in its government and management boards, allows them to influence the
management of the firm’s resources and capabilities in an idiosyncratic way, promoting
the accumulation of knowledge internally in the firm [23]. The transfer of knowledge
from parents to children, especially of the tacit knowledge, is done in learning by doing
where parents prepare their children for the future of the firm. The affective components,
emotional attachment, and psychological ownership of family members with the company
strengthen this orientation and generate a context where the internal accumulation of
knowledge takes place. Secondly and conversely, these emotional and affective endow-
ments are averse to the accumulation of external knowledge. The need to maintain family
control over the firm and the preservation of the socio-emotional endowments that family
members deposit in the firm, lead them to avoid knowledge from external sources. Family
owners may be reluctant and/or unable to professionalize the management structure of
their firms, for example, hiring non-family executives [92].
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Internal and external knowledge accumulation promotes the renewal of ordinary
capabilities in family firms. In fact, knowledge accumulation is a key tool for the achieve-
ment of ordinary capabilities [24,49]. Moreover, knowledge accumulation is the learning
mechanism that supports the generation of dynamic capabilities [22]. Our findings are
consistent with other studies [93], which suggest that new value creation strategies are
generated by the process of the recombination of resources. In this sense, specifically,
knowledge accumulation, which is founded on the strong and close relationships between
the family members, facilitates communication and learning [34,94], and thus, the ordi-
nary capabilities of the family firm. In family firms, as we observe, the accumulation of
knowledge is idiosyncratic. The closeness of family members, the history of life between
the family and the firm, and the mental framework shared by family members in the
company, create an enabling context where knowledge can be accumulated and shared
among family members.

5.2. Contributions and Implications

This research offers two contributions to the study of family firms. First, and consistent
with other authors’ suggestions [23], we provide quantitative evidence for the relation
between family firm resources and knowledge accumulation. In line with other studies [95],
this work recognizes the heterogeneity of family firms, which implies that the generation
of resources and capabilities in the family business depends on the degree of family in-
volvement in governance and management boards, and at the same time, influence internal
knowledge accumulation in an idiosyncratic manner. Second, in agreement with previous
studies [7,8,10,96], we extend the incorporation of the dynamic capabilities approach in
the family business strategic management [97], improving understanding of how family
resources affect dynamic capabilities, and therefore, ordinary capabilities.

Our results also have implications for the managers of the family firms. In particular,
they need to understand that knowledge accumulation is related to the specific family
resources involved in the firm. This understanding will permit managers to create a
collaborative environment for the exchange of knowledge, especially tacit knowledge,
coming from both family members and non-family members. The managers should
promote a climate of trust and commitment that facilitates the interaction of the firm
members and the family members, providing the necessary incentives that stimulate the
creation, transfer, and articulation of knowledge in the family firm. Thus, those strong
affective ties—the trust and the closeness of the relationships—will create a sense of
belonging to the firm where the firm is part of the individual and the individual is part of
the firm beneficial for knowledge accumulation [15,23].

5.3. Limitations and Future Research Avenues

The aforementioned discussed findings must be considered in light of the following
limitations that provide future research avenues. First, we rely on data from a single
country, Spain, which may limit our results’ generalizability. Although we do not expect
a significant variation in results between Spain and other western countries, cultural
factors may influence our arguments, and especially in countries with natural cultures that
significantly differ from Spain’s [98]. Second, we recognize the limitations associated with
using data from 2013. As previously noted, at this particular point in time, Spanish firms
dealt with extremely difficult circumstances as a result of the global financial crisis and
the restructuring of the Spanish banking system causing a contraction in bank lending.
Consequently, financially constrained firms tend to decrease their profitability, reduce
their investments, employment levels, and wages. In this sense, since such constrained
environmental characteristics may somehow bias the results of our study, we call for
researchers to replicate this model using data from different timeframes (i.e., times of
economic growth, the COVID-19 health crisis, among others) and compare their findings
with the ones shown in our research. This future research avenue may add to the literature
by determining the generalizability of our findings. Third, while relying on a single
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informant is quite common in research surveying key informants [60], this could be a
limitation since we infer firm-level behavior based on CEO responses [99]. In addition,
relying on subjective data on some of our key constructs could also be considered a
weakness since it could bias our results. Nevertheless, CEOs’ in-depth knowledge on
decision-making and firm processes in family firms, seems to legitimize the use of subjective
data obtained from a single informant. Further, no cause for concern arose in testing for
common method bias [100]. Fourth, our research has a cross-sectional nature, which
suggests a need for further evidence on the causal relationships between the dependent
and independent variables using longitudinal research. Nonetheless, we tested for common
method bias [70] and did not find any concern. Fifth, apart from both internal and external
knowledge accumulation, while our research only focuses on the role of only one relevant
family-firm specific variable in the model, namely family essence, prior literature suggests
that other sources of family influence such as family goals [101] or family values [102] may
also impact on this model. Therefore, the next step would be to explore the influence of
the aforementioned variables on the development of dynamic capabilities in family firms.
In this sense, we are confident that our theoretical model will stimulate other scholars in
family firm literature to explore how some other family-related variables influence the
development of dynamic capabilities as well as analyze other potential outcomes of the
latter apart from the most widely measured firm performance.

6. Conclusions

Dynamic capabilities are regarded as crucial for the sustainability of family businesses
in the long term [5]. Drawing from a sample of 102 non-listed family firms in Spain, this
study identified and found (partially) support for the effect of family essence n knowledge
accumulation in family firms. In addition, this research theorizes and demonstrates that
while internal knowledge accumulation enhances ordinary capabilities in family firms,
external knowledge accumulation seems not to be directly related to these capabilities.
Relatedly, this study reveals that family firm essence plays a relevant role when developing
internal knowledge accumulation capabilities in these firms. These findings shed light on
family firm sustainability by deepening into the topic of dynamic capabilities and imply
that future research may uncover additional interesting drivers to this crucial issue.
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Appendix A

Table Al. Variables and scales in the study.

Variables

Familiness
Family involvement in the boards:

Fin_1 What percentage of positions on the governance board is occupied directly and/or
indirectly by family members are?
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Table A1. Cont.

Variables

Fin_2 What percentage of positions on the management board is occupied directly and/or
indirectly by family members?
Generational involvement in the boards
Gin_1 How many generations are the owners of the company?
Gin_2 How many generations are active in the governance board?
Gin_3 How many generations are active in the management board?
Family firm essence
The family members working in the business:
Ffe_1 Do they feel loyalty to the company?
Ffe_2 Do they agree with the objectives of the company, its plans, and policies?
Ffe_3 Do they share the same values of the company?
Ffe_4 Are they concerned about the fate of the company?
Ffe_5 Are they willing to make great efforts to help the business succeed?
Internal knowledge accumulation
The family members working in the business:
Ika_1 Are they attending practical training in the family business?
Ika_2 Are they showing commitment to the family business?
External knowledge accumulation
The family members working in the business:
Eka_1 Are they attending academic courses and practical training outside the family firm?
Eka_2 Are they willing to hire non-family managers?
Ordinary capabilities
The company continuously developing;:
Oca_1 Internal research and development activities?
Oca_2 Activities to identify changes in customer needs?
Oca_3 Processes to take advantage of technological developments?
Oca_4 Processes to the adaptation of the business model?
Oca_5 Asset management processes?
Oca_6 Job rotation activities, regular meetings at different levels, news/blogs newsletters,
MEFDs settings?
Oca_7 Adaptation processes of resources to seize new opportunities?
Control variables

Fage Age of the firm.
Fsiz Number of employees.
Find Industry.
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