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The high uncertainties, investments, and demands related to digital transformation are 
especially crucial for resource constraint small and medium sized family firms. Our 
qualitative case study resonates with previous research, finding that such firms show low 
levels of strategizing and a pragmatic-incremental approach to digital transformation, 
often hindered by their traditionalism. In addition, we reveal that small and medium 
sized family firms tend to follow a reactive digital transformation. A reactivity trap 
appears when they operate in strongly regulated industries that demand extensive 
attention on such institutionalized pressures. Additionally, we draw attention to two 
inverting dualisms. First, strong top management centralization which is most 
detrimental to digital transformation as it is accompanied by low digital competence of 
managers. Second, manager’s overconfidence about their competitive positioning and 
concurrently discounting and frightening digitalization. In theorizing our findings, we 
provide propositions and a process model. In the realm of practical implementations, our 
study suggests digital maturity models for identifying the (relational) status quo of the 
SME’s digitalization. 

Introduction  

A firm’s digital transformation with its high uncertain-
ties, investments, and significance calls for strategic con-
siderations, for example, about the substitution or exten-
sion of traditional business models with digital ones 
(Frankenberger et al., 2020), prioritizing digital processes 
and technologies, and the digital transformation imple-
mentation (Wirtz, 2019). Although the literature is strongly 
expanding on digital transformation and its challenges 
(Fauzi & Sheng, 2020; Ribeiro-Navarrete et al., 2021), there 
is scant research on its strategic considerations, especially 
for resource constraint small and medium firms (Bettinelli 
et al., 2021) and family firms in which family values might 
be put at risk through a digital transformation (Kraus et al., 
2022). 

Common knowledge to family firm research is that fam-
ily firms are strongly affected by their familiness and values 
(Chrisman et al., 2021; Lohwasser et al., 2022), so they are 
often hesitant of formal strategic planning while operating 
based on agility and pragmatism (Soluk et al., 2021). These 
specifics become even more critical when family firms are 

operating as small and medium-sized enterprises (SMEs), 
which are typically more resource constrained, affected by 
uncertainty (Matthews & Scott, 1995), but operate more ag-
ile, with greater pragmatism than large firms (Ahmadi et 
al., 2021; Scuotto et al., 2021). The few studies on SME 
family firms showed deficits residing in a programmatic 
support (Miller & Le Breton-Miller, 2021). Considering the 
high importance and risks related to digital transformation 
(Fauzi & Sheng, 2020; Garzella et al., 2020), it is essential 
to understand if and how family firm SMEs strategically ad-
dress digital transformation. 

Hence, the purpose of our research is to explore digital 
transformation strategizing of family firm SMEs. For an-
swering our explorative research question, we apply a mul-
tiple case study method. Our sample contains eight cases 
with nineteen interviews. Data collection had taken place 
between 2019 and 2021. Interview data were supplemented 
with secondary data (i.e., annual reports, narratives from 
websites, and internal documents such as presentations, 
strategy papers, and others). Our exploratory study finds 
little attention to a digitization strategy formulation and 
implementation. Managers rationalize that their scarce re-
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sources render strategy formulation and implementation is 
not viable. Scarce resources pertain to human resources, in 
particular employee digital qualifications and to financial 
and technological limitations. Interestingly, the recently 
increasing regulatory requirements, such as data protection 
and certifications demand overly attention and resources, 
often at the expense of a digital transformation strategy. 
When present, strategy formulation and implementation is 
centralized on top managers. Consequently, the SME family 
firms largely disdain bottom-up impulses and integration 
support from lower-level employees. We theorize about two 
inverting dualisms: First, managers convey little digital 
technology expertise, but still operate on strong top-man-
agement centralization, thus further ignoring potentially 
available expertise. Second, managers feel overconfident 
about managing their market niche without needing to at-
tribute time and resources to a digital transformation strat-
egy while they also are terrified because of the increasing 
regulatory and digitalization demands from external audi-
ences. Further we develop propositions and a process model 
of digital strategizing. In the realm of practical implemen-
tations, our study suggests digital maturity models for 
identifying the (relational) status quo of the SME’s digital-
ization. 

Our study contributes to the still scant research about 
strategic aspects of the digital transformation in SME fam-
ily firms (Ceipek et al., 2021; Pesch et al., 2021a; Soluk et 
al., 2021). To the scant family firm and SME digitalization 
literature (Bonk, 1996; Filser et al., 2018), we contribute 
specific insights while suggesting two important dualisms. 
Furthermore, we introduce digital maturity models (West-
erman & McAfee, 2012) to digitalization research and prac-
tice in SME and family firms. In this, we contribute mech-
anisms and formal approaches to the SME and family firm 
digitalization research (Pesch et al., 2021a; Soluk et al., 
2021). 

THEORETICAL BACKGROUND   

Digital Transformation as a Strategic Endeavor       

Digital transformation is defined as the continuously in-
creasing implementation of digital technologies (social me-
dia, mobile, analytics, or embedded devices) for new busi-
ness models and efficiency improvement (Kane et al., 2018), 
while permitting flexible and faster production (Fitzgerald 
et al., 2014; Matt et al., 2015; Nambisan et al., 2017). Digital 
transformation includes a variety of digital technologies 
that are embedded in different combinations of informa-
tion, computing, communication, and connectivity tech-
nologies or enabled by those (Bouncken et al., 2021). 

Argarwal, Johnson, and Lucas (2011) attribute the fol-
lowing characteristics to digital transformation: (i) it fun-
damentally alters traditional ways of business by redefining 
business capabilities and/or (internal or external) business 
processes and relationships; (ii) it potentially involves 
strategic acquisitions to acquire new capabilities or to enter 
a new market space; (iii) it exemplifies the use of IT to dra-
matically change how tasks are carried out, it enables the 
firm to operate in different markets, serve different cus-

tomers and might allow a competitive advantage by do-
ing things differently. The often comprehensive, complex, 
holistic, and long-term character of the digital transforma-
tion distinguishes it from typical improvement (Bouncken 
& Barwinski, 2021). Digital transformation might relate to 
incremental changes but to radical and wide ranging 
changes that demand interdisciplinary interactions and be-
havioral changes (Wessel et al., 2021). The digital transfor-
mation affects large parts of the firm and may cross hori-
zontal and vertical organizational boundaries (Bouncken & 
Kraus, 2021). It has strong strategic effects related to prod-
ucts, business processes, sales channels, and supply chains 
(Wessel et al., 2021). 

The importance of strategically managing the digital 
transformation is supported by the finding that digitally 
mature companies that have strategically led their digital-
ization outperform their industry peers up to 26% (Wester-
man & McAfee, 2012). The former explanations emphasize 
that the digital transformation is a strategic endeavor and 
that the digital transformation strategy has a greater im-
pact than an IT strategy (Matt et al., 2015). Yet, strategic 
considerations are scarce. An exception is Pesch et al. 
(2021a) who reveal that digital product innovation demands 
a combination of formal and informal planning models. 

SME Family Firms and Strategic Endeavors       

Researchers increasingly became interested in family 
firms (Arregle et al., 2019), which can be characterized by 
the dominance of ownership in the hands of the family 
(Chua et al., 1999). Family firms are “influenced by the fam-
ily vision that is oriented to trans-generational pursuance 
and controlled by a familial dominant coalition” (Cassia et 
al., 2012) so that firms’ goals highly depend on the fam-
ily’s interests and needs (Bouncken et al., 2020). The family 
firm is seen as an extension of the family’s identity, so 
that strategic decisions and actions, which can threaten 
the family’s identity may be avoided (Gomez-Mejia et al., 
2007). Family leaders may even prioritize non-economic 
goals (e.g., the family’s control over the business, the pro-
tection of family members’ employment, and the family 
dynasty; Chrisman et al., 2010) over economic goals (e.g., 
wealth generation for shareholders, superior performance 
of the business; Lim et al., 2010; Lin & Hu, 2007). Family 
firms can be owner-run or manager-run but control over 
the business lies in the family/families, who typically aim 
to pass the firm to the next generation. As family firms of-
ten consider both family firm and business issues synchro-
nously, strategic decisions of family firms can be particu-
larly complex compared to non-family firms, which place 
more emphasis on economic goals (Stanley & McDowell, 
2014). The family exerts substantial influence on the firm 
and significantly affects the firm’s strategic orientation (Le 
Breton-Miller & Miller, 2006) or its strategic renewal. The 
family’s control can be a source of competitive advantage in 
the form of stability because family relations bind genera-
tions in favor of long term positive returns for the business 
and the family (Sirmon & Hitt, 2003). 

Habitual family procedures and the family firm legacy 
can enact strong impediments in family firms when they 

SME Family Firms and Strategic Digital Transformation: Inverting Dualisms Related to Overconfidence and…

Journal of Small Business Strategy



are aiming to introduce new ideas and strategies (Bertrand 
& Schoar, 2006; Leonard-Barton, 1992). As the family firm 
is seen as an extension of the family’s identity, strategic de-
cisions and actions that might threaten the family’s iden-
tity (Gomez-Mejia et al., 2007) will be avoided. Further, 
family members’ wealth concentrated in a firm increases 
their sensitivity to uncertainty and investments (e.g., 
Bianco et al., 2013; Gómez-Mejía et al., 2007). The lack of 
separation between ownership and control coincides with 
high risk aversion (e.g., Fernandez & Nieto, 2006; Mc-
Conaughy et al., 2001; Mishra & Mcconaughy, 1999; Thom-
sen & Pedersen, 2000). Family firms are mostly portrayed as 
risk averse (Naldi et al., 2007), Nordquist, Sjoeberg, & Wik-
lund, 2007) so may lead to inferior investments in strategic 
renewal (Le Breton-Miller & Miller, 2009) and resistance to 
change (Gómez-Mejía et al., 2010). 

Some studies state that family firms are reluctant to 
strategic change (Lubatkin et al., 2007; Schulze et al., 2003) 
and are less innovative compared to non-family firms (De 
Massis et al., 2013). In particular, family firms’ specifics, 
i.e., long-term orientation, their internal and external so-
cial capital, their conservativeness, and human resource 
base account for family firms’ lower openness towards in-
novation activities and output (De Massis et al., 2013). 
Family firms can place less emphasis on radical (De Massis 
et al., 2015; Nieto et al., 2015) and technological inno-
vations (Morck et al., 2000) and innovate incrementally 
and more managerially. Yet, Craig & Dibrell (2006), Craig 
& Moores (2006), and Naldi et al. (2007), and Llach & 
Nordquist (2010) show that family firms are more innova-
tive than nonfamily enterprises. Bergfeld and Weber (2011) 
demonstrate that family firm owning families are the dri-
ving force to initiate radical innovations and corporate re-
newal. Yet, some studies reveal that family firms and non-
family firms, compared by R&D spending as a proxy for 
innovation, did not show any significant differences (Miller 
et al., 2008). The positive view on radical innovation in 
family firms is supported by a meta-analysis by Duran, 
Kammerlander, Essen, and Zellweger (2016) which shows 
that family firms invest less in innovation but have an in-
creased conversion rate of innovation input into output 
and, thus a higher innovation output than non-family 
firms. 

Zooming in on Strategic Digital Transformation       

Considering the former arguments, we deduct that the 
digital transformation demands a strategic approach, which 
might be particularly important for family firm SMEs 
(Clauss et al., 2020), because the digital transformation 
puts the family firm’s wealth at risk and because their re-
sources are strongly limited. Especially, the embeddedness 
of the family in the family firm management or control 
units might complicate the development of a digital trans-
formation strategy. Furthermore, family firms with their 
stronger pragmatism and agility might be hesitant in de-
veloping and sticking to a formal digital transformation 
strategy and rather decide incrementally, spontaneously, 
and pragmatically. Family firms, knowing that they will not 
stick to the strategy anyway might be also more skeptical in 

developing a digital transformation strategy, because they 
believe that such efforts are only sunk costs. Digital trans-
formation and innovation have greater overlaps (Appio et 
al., 2021). Hence, digital transformation is confronted by 
the opposing results on family firm innovativeness in pre-
vious research (Nieto et al., 2015; Soluk et al., 2021). 

Accordingly, family firms can find it difficult to escape 
their path dependencies and rigidities. In addition, digital 
transformation is often about incremental innovation (De 
Massis et al., 2015). As such, family firms might be in a 
good position for the incremental changes of digital trans-
formation that might be less subject to a formal strategy 
process. Just recently, an explicit digital strategy has been 
shown influential for digital transformation (Frankenberger 
& Stam, 2020). Yet, the formal strategy process might limit 
the agility of a family firm. For ensuring flexible reaction, 
family firms can establish an agile environment that allows 
to secure and develop the necessary willingness to take 
risks (Ahmadi et al., 2021; Khanin et al., 2020). Previous 
studies reveal a staged character of the digital transforma-
tion of the German family owned Mittelstand firms and see 
that the limitations of radical innovation family firms do 
not occur to digital business model innovation (Soluk et 
al., 2021). These contradicting arguments nuance the ques-
tion how family firms pursue digital transformation strate-
gies and how they tackle the embedded digital innovation? 
The current research tackles this question by an explorative 
methodology. 

METHOD  

For understanding the strategic considerations of digital 
transformation and the embedded digital innovation in 
SME family firms, we apply an inductive research method-
ology (Corbin & Strauss, 1990). Our rationale is that, first, 
digital transformation in family firm is still an emerging 
phenomenon for which in-depth interviews are a promising 
source of data for explorative studies (Strauss & Corbin, 
1998). Second, we aimed to understand the interpretational 
processes and contextualization’s family firms. Interviews 
provide the opportunity for respondents to speak at length, 
lead to spontaneous discussions and instant feedback on 
the emerging issues (Eisenhardt, 1989; Neergaard & Ulhøi, 
2007). 

We conducted semi-structured interviews with nineteen 
managers from eight family firm SMEs. Following purpose-
ful sampling approach, we selected typical cases of SME 
family firms so applying a multiple case study method 
(Eisenhardt & Graebner, 2007; Yin, 2009). Consistent with 
the theoretical Mittelstand firm definition of companies 
(Block & Spiegel, 2011; Filser et al., 2018; Massis et al., 
2021), we relied on the following sampling criteria: (1) a 
privately owned, medium-sized firm, (2) a substantial fam-
ily influence (operationalized as 100% ownership in the 
hands of the family), and (3) a self-conception as a Mit-
telstand firm. All firms are located in Germany, the Prin-
cipality of Liechtenstein, or Switzerland, which are central 
European countries that are similar in terms of economics, 
culture, language, and business practices. Table 1 provides 
anonymized information on the interviews. 
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Table 1. Interviewees, their roles and professional background.       

Interview Role Professional background Duration 

1 CEO M. Eng. IT 64 

2 Chairman Board of Directors PhD. Biochemistry 39 

3 Senior Manager Project Management 
Apprenticeship machine tool operator, 
specialization turning 

41 

4 CTO/CSO not available 48 

5 Head of Controlling & Finance MBA Finance 40 

6 Teamleader Quality Assurance Apprenticeship quality management 33 

7 Chairman Board of Directors Medical Doctor 47 

8 HR Head M. Physics 46 

9 IT Head M. Software Engineering 75 

10 Field Sales Engineer Apprenticeship lab technician 38 

11 Executive Assistant Apprenticeship professional assistant 48 

12 Chief Medical Officer Medical Doctor 30 

14 Director Operations M. Eng. , MBA 30 

15 Founder & CEO Medical Doctor 34 

16 General Manager Architect 33 

17 Founder not available 36 

18 Board Member M. Eng. Electrical 59 

19 Senior HR Manager M. Physics 58 

The eight SME family firms are located within the DACH 
region. Seven of our cases were SME family businesses. We 
conducted the interviews in person and via online video 
interviews. The interviews took a minimum of 30 minutes 
and a maximum of 75 minutes and were audio-recorded 
with the informant’s consent and transcribed verbatim for 
qualitative analysis. Our analysis was iterative, and data 
collection and analysis were simultaneous processes as 
common in inductive research (Myers, 2009). We followed 
Eisenhardt’s (1989) recommendation and continued the 
data collection process until we reached the saturation 
point and further interviews were not giving any additional 
insights. We applied the grounded theory approach to an-
alyze the interviews (Corbin & Strauss, 1990; Glaser & 
Strauss, 1967). 

Case company, A, a provider of specialized software for 
ear, nose, and throat physicians is a born-digital company. 
The founder and CEO has a technological academic back-
ground and a very sound understanding of digitalization 
technology. Besides the technology expertise of the CEO, 
the company is focused on agility and responsivity to mar-
ket requirements. Firm A is a global leader in its market 
niche. The majority of the thirty employees have a profes-
sional background in software engineering. Only lately, the 
digital strategy was initiated for the development of the ap-
plication for public funding and medical technology certifi-
cates. 

Case B, a Swiss manufacturer of precision components 
specializes in the medical device industry. It operates glob-
ally. Digitalization topics yield on efficiency increases and 
new high-tech machining. Over the course of changes 
owner structure from family business to a public listed 

company digitalization efforts were embraced by the CEO 
(non-family member). 

Case C, a medical laboratory in the Principality of 
Liechtenstein exists since 1970. It is led by the 2nd founder 
generation. Recently, over the Covid-19 pandemic, C faced 
demands from the market and customer side for providing 
test results within a short time, which demanded new chan-
nels using new technologies. Furthermore, the company 
was struggling with integration efforts due to intensive ac-
quisition activities over the past years. The highly auto-
mated lab technology shows a high maturity in digitaliza-
tion whereas corporate functions while strategic planning 
and digital identity are strongly lagging. 

Case D is a manufacturer of medical devices in Switzer-
land. D has been ignoring digitalization largely. This was 
because resources were focused on fulfilling market needs 
and regulatory requirements. Furthermore, they followed a 
risk-averse investment strategy. 

Case E as another manufacturer of medical devices is 
run by its founder. For gaining market share and initiating 
strong sales growth, E recently started a multi-partner al-
liance with external partners and investors in the form of a 
business ecosystem. Although the business ecosystem has 
been progressing successfully, the founder’s skepticism of 
losing control is increasingly severe. 

Case F, a furniture architect company had to quickly re-
act to changing market developments and rearrange their 
business model. F redefined their unique selling proposi-
tion and customer benefit by integrating digital sales chan-
nels and technologies into their new business model. F is 
led by its founders and is located in Germany. Case G, a 
founder run an HR consulting industry in Germany deliber-
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ately defined its hybrid business model as with digital as-
pects and classic analog components. 

Case H employs over 30`000 employees. Its headquarter 
is in Liechtenstein. It is family owned since the 1940s and is 
the global leader in building and construction technology. 
It was integrated into the sample to sharpen the view on 
potential differences between SME family firms and non-
SME family firms. The company, although operating in the 
traditional and slow-moving industry they have actively in-
cluded digital aspects for ten years in all areas of the com-
pany. 

QUALITATIVE RESULTS   

We categorize findings of our case study into three 
groups. (A) The perceived sense of urgency for the digital 
transformation in SME family firms. (B) The digital trans-
formation strategy and -process. (C) Constraints for strategic 
SME family firm digital transformation endeavors. 

(A) The perceived sense of urgency for the digital transfor-
mation in SME family businesses. 

All interviews revealed that SME family firms’ managers 
perceive an increasing sense of urgency for the digital 
transformation. Nonetheless, there are differences in the 
intensity of perceived urgency. The reactions to this are 
also strongly heterogeneous. Some managers perceive a 
tacit sense of urgency in digital transformation strategy. 
The main drivers of the urgency reside in increasing pres-
sures from their embedding in a business ecosystem. The 
Head of Operations of a Medtech company, case D, de-
scribes the pressure on digital transformation: 

“You can decide not to do it. It doesn’t mean that a mete-
orite is going to fall down on you now and you’re going to 
drop dead immediately, but you’re going to lose business 
advantage. The others will overtake you. They’re going to 
be closer to the customer, they’re going to be more agile, 
and they’re going to be faster and cheaper because they’re 
using this technology. That means it’s going to evolve 
there, and those who don’t play there - whether slower 
or faster, will probably have to die out at some point. I 
don’t know. Sometimes there are retro movements, where 
it’s stylish to do something old, but on the whole I think 
that has to come” 

This perspective is widely shared throughout the ana-
lyzed cases, The CEO of a medical lab case C, confirms, very 
pronounced: 

“If you don’t do anything, you just fall out. Certain [digi-
talized] things are just standard.” 

The family firm SME focuses on operational efficiency 
and quick adaptations in an agile way rather than on long 
term or wide ranging strategic potentials. Operational ef-
ficiency is pursued in logistics, products, processes, and 
IT adaptations. Case B exclusively focuses on digital ini-
tiatives pursuing efficiency improvements in the produc-
tion environment. Case A, a born digital company, also 
focuses on improving the efficiency of processes through 
digitization. These short-term gains are directed ad-hoc 
and not orchestrated by or embedded in a strategy. Case E 

describes the importance of logistics speed for their digital-
ization activities. Further, they initiated a new partnership 
with an external online distribution platform. Managers are 
very skeptical about control loss when they include external 
partners for digitalization. These might set external control 
by investors and dependency creating external partners. 
Case F is feeling high pressure from the market side for 
an adjustment of value propositions by digitalization. Mar-
ket and customers are forcing a realignment of the product 
portfolio. 

“Our competence used to be to first whet his appetite [in-
terest] and open up the market to him [customer] and 
show him what’s available. But on the one hand, we have 
lost our competence… um…lost a bit, because nowadays 
everyone can inform themselves on the Internet via all 
kinds of portals and advise themselves - in quotation 
marks - via architecture, for example, where you can see 
almost all the furniture we have… to see in the net. So, he 
no longer has to go downtown, he no longer has to… to 
look around in a furniture store and somehow… to form a 
taste but he can already surf the Internet and look”. 

A deliberate and conscious decision to focus on non-dig-
ital areas as part of the business model was also mentioned. 

“Digital is extremely important for us, but not part of our 
business model, of course, part of our approach, our ad-
ministration, all that, but in terms of customer process, 
we deliberately focus on the opposite pole” 

A member of the executive board of an FF is convinced 
that digital transformation affects the entire company, 
where initiatives and programs are driven top down. 

“…in our understanding, this [digital transformation] is 
an issue that affects the entire company and we do […] be-
lieve that everyone in the company, all areas, all individ-
uals, should actually drive this forward as far as it is nat-
urally relevant, and that is why we want it to be anchored 
very broadly in the company” 

Compared to SME family firms, case H is a large family 
firm where digital transformation has become normal. 

“This is not something new in the sense that has now be-
come irrelevant only recently, but we have been dealing 
with the issue for quite some time.” 

Commonly, top management in SME FF realizes a severe 
urgency for digital transformation, but they do not tackle 
these in a strategic approach. Strategic instruments and 
formal strategizing are underdeveloped. If existent at all, 
strategy formulation and implementation for digitization is 
centered on the top management and is following a top-
down implementation approach. We could hardly detect 
transparency of the strategy process and outcomes or em-
ployee involvement. 

This might be a result of the overconfidence of family 
firms’ top management and the perception of a superior 
niche market position. One founder and executive manager 
of a case rated the digital readiness/maturity of their cus-
tomers at a maximum of three on a five-point scale. There-
fore he sees no hustle to upgrade and overstrain customers. 
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Table 2. Overview of cases.    

Case A B C D E F G H 

Industry Medical 
software 

Precision components for 
Medtech 

Medical 
Laboratory 

Medical 
Devices 

Medical 
Devices 

Architects HR 
Consulting 

Construction Industry 

Digitalization 
sponsor 

Founder CEO CEO CEO Founder Founder Founder Board 

Family Member YES NO YES NO YES YES YES NO 

Digital Strategy Emerging none In creation none Emerging Deliberate Deliberate Integrative in corporate 
strategy 

Transparency of 
strategy 

sub 
conscious 

not shared sub conscious not shared transparent transparent sub 
conscious 

transparent 

Employees 30 240 600 85 4 11 10 30000 

Founded 2004 1964 1970 1997 2201 2006 2015 1941 

Country Liechtenstein Switzerland Liechtenstein Switzerland Germany Germany Germany Liechtenstein 
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“But I also have to say that we are active in an area (let’s 
say medicine and hospitals) that is also a bit more con-
servative. So we can’t come up with the latest technology 
now, because the customers wouldn’t be ready for that. So 
if I have the innovation now on a 5 series, then I would 
now work with AI and such tools. The customers wouldn’t 
be ready for that. Our market would not be ready for a 5.” 

Furthermore, other interviewed top managers from SME 
family firms showed confidence regarding their progress 
in digitalization. Asked about individual digital capabilities 
and affinity all interview partners stated a high personal 
degree of self-identification and a solid digital skillset. 

“I am a user. But I see what it takes and have the perspec-
tive of the simple user. And but am nimble when it comes 
to seeing solutions.” 
“I think I bring quite a lot of skills with me.” 

(B) The digital transformation strategy and -process. 
Although the sense of urgency is evolving, the strategic 

processes lag behind. Only one of the analyzed cases had 
an explicit strategy for the digital transformation, including 
one described strategy process. Nevertheless, SME family 
firms do have digitalization topics on their strategic agen-
das. Compared to large companies having a strong focus on 
deliberate strategy processes (Bouncken et al., 2015), SME 
family firms` digital strategies have an emerging charac-
ter, evolving stepwise. Furthermore, digitalization might be 
integrated into the planning of products, processes, or IT. 
Our cases also reveal that digitalization is not separated as 
a distinct subject of strategizing. As the digital strategy is 
not espoused and appears somewhat subconsciously, family 
firm SMEs might oversee important risk factors, chances, or 
strategic actions. Interestingly, the CEO of Case A is aware 
of differences of the family firm compared to large compa-
nies: 

“It’s not like someone sits there like in a large company 
and only builds strategies. I think the strategy is already 
there, but we don’t have the title for it.” 

The owner and a manager of another SME family firm 
(Case C) explained: 

“We are celebrating our 50th anniversary this year and at 
the beginning of this year, through or with Covid, we ac-
tually adopted a corporate strategy for the first time.” 

We detected attention to digitization primarily in the 
mindsets of the top management. 

The interviewee (Case C) explicitly emphasized the solid 
financial situation of the company. He explicitly questioned 
whether a clearer strategy would lead to a financially suc-
cessful company. The benefit is the basis for all decisions in 
the company across all cases. As described by a manager of 
a medical technology SME. Digital transformation is not an 
end in itself. 

“I don’t need to be elected by anyone, so I don’t need such 
buzzwords as: “Nano” or “Digital Agenda”. For us, digi-
talization is a means to an end, to optimize our determi-
nation to help the patient. I don’t need to advertise with 
fancy words. That’s why there is no agenda, in that sense, 

but a rolling out of new global tools, or creating oppor-
tunities for global communication. That is like a building 
block. It’s not an end in itself, because I want to show 
some people something nice, but it’s a means to an end”. 

Several interviewees noted using external support for 
strategizing due to a lack of internal knowledge, low prior-
ities, and not available human resources. Responsibility for 
strategy is seen exclusively attributed to top management. 
However, the awareness of explicit digital transformation 
strategy and the transparency of strategic targets and plans 
is heterogeneous among companies. 

Only the large family business in the cases (case H) 
shows a fixed and transparent strategy. This includes 
clearly formulated goals and measures. The strategy is 
communicated clearly and widely in the firm. Strategic ac-
tions are pursued and implemented by delegation to middle 
managers via management by objectives. Regarding the 
planning and tracking processes for digital transformation 
activities, interviewees only had rudimentary experience 
or knowledge about organizational digitalization measures 
such as maturity measuring models. For some of the re-
spondents, digitization goals are not directly recognized as 
they intermingled with other business goals. 

"There is no measure like: How digital are we? but: How 
efficient are we, how well do we function? and for that the 
other things have to contribute. 

In none of the SME FF cases we find a specific digital 
strategy formation process. Goals are neither systemati-
cally developed nor pursued. Tracking of digitalization ef-
forts tends to be unsystematic and random. If at all, meth-
ods and approaches to strategy formation are provided by 
external consultants or ecosystem partners. Measurement 
of digitalization or digitalization benchmarks to other firms 
as well as digital maturity models are only rudimentarily 
known. None of the companies employed those. 

“Maturity model - As a term, yes, but I couldn’t say any-
thing about it now” 

Only our large FF has a potent process of strategy forma-
tion, developed top-down and bottom-up. For this purpose, 
special teams have been formed. Delegation occurs through 
the management by objectives approach setting and con-
trolling targets (Rodgers & Hunter, 1992). 

(C) Constraints for SME digital transformation endeavors. 
When it comes to constraints to digital transformation, 

SME family firms mainly struggle with resources such as 
digitalization-specific knowledge, financial power for in-
vestments, and project management. 

“That’s certainly the plethora of tasks, and the division 
among the different people who then do the tasks and 
having the good people who then implement those solu-
tions”. 

We identified inadequate and insufficient investments in 
IT infrastructure in case firms as key inhibitors of digital 
transformation. Most severely, bottom-up idea generation 
of the digital transformation and the diffusion and imple-
mentation of digital transformation initiatives are limed 
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due to the top management focus of strategizing or IT con-
siderations so that only a few employees are involved in 
digital strategy work. The lack of transparency and bottom-
up integration creates little trust in those being affected 
by the transformation and those in charge of pushing the 
transformation. Hence, the top management focus slows 
down strategic activities. In addition, we found unrealistic 
targets “building castles in the air” and neglecting day-
to-day business also negatively impacts the implementa-
tion of strategic goals. As recent contingencies, external 
shocks and fierce industry regulations burdens activities of 
SMEs. The strong effort for coping with these challenges 
absorbs time and resources for the digital transformation 
and slows it down concurrently. For example, certification 
(e.g., Medtech, Medical lab) and data protection regulations 
increase the administrative burden and increase the need 
for external support. This is closely tied to the more invest-
ment risk averse character of family firms (Arregle et al., 
2017). 

“You can simply introduce something more innovative 
that does not meet the needs. This may only be of little 
use, but it is new. You always have this risk, of the refer-
ence to reality and therefore also the need. Only the fact 
that you try to implement the innovation does not guar-
antee success. That alone is not enough, no. It also has to 
have fertile ground, and then you have to pick good ter-
rain. I think before you do something, you need a good 
analysis, for what and whom. After that, you can still be 
lucky that it fits this area, or not.” 

We deduct that SME family firms are struggling with op-
posing challenges of pursuing their business model and of 
pursuing the digital transformation which requires effort, 
resources, and demands the development of adapted, sub-
stituted, or additional business models. Firms are already 
fully occupied with the transformation of the existing busi-
ness model. Interestingly, family firm managers see them-
selves as a player in a market niche, and out of this posi-
tioning, they underestimate the need to quickly push the 
digital transformation. As well a clear and conscious deci-
sion to allocate the available capacities to the operational 
day-to-day business seems reasonable. 

DISCUSSION  

The purpose of our research centers on understanding 
the challenges of family firm SMEs for addressing the dig-
ital transformation strategically. As previous research has 
nuanced that family firms differ from non-family firms 
(Miller et al., 2008) and that SMEs differ from large firms 
this research followed the assumption that family firm 
SMEs will be distinctive in their digitalization. For this pur-
pose, we followed an explorative case study method. 

In general, our findings reveal little emphasis on digi   -
tal strategizing, little top management digital technol      -
ogy expertise combined with strong top management        
centralization. Furthermore, top managers seem to show 
overconfidence in their market while also panicking about 
the digitalization needs. In addition, we find a strong ten-
dency towards reactive digitalization , which is particu-

larly severe, when the industry is strongly regulated, thus 
demanding great effort on these pressures while having lit-
tle slack for contemplating about the digital strategy. 

Our findings add and specify previous studies, for exam-
ple those revealing strategizing in family firms based on 
complex processes and often immature in SMEs (O’Regan 
& Ghobadian, 2007). Our insights support propositions of 
previous research on micro, small, and medium-sized en-
terprises (MSMEs) in that they face impediments related 
to limited financial access (Fauzi & Sheng, 2020; Teima et 
al., 2010), unskillful management (Arasti, 2011), limited ac-
cess for the latest technology, and unprofitable relation-
ship with big companies (Han et al., 2017). The digital 
strategy formulation and implementation show high ten-
dencies towards incrementalism and pragmatism (Voss & 
Voss, 2012), which is found often with the continuous adap-
tations of digital technology (Aversa et al., 2020). This find-
ing also supports the perspective of digital transformation 
as a process (Soluk et al., 2021; Soluk & Kammerlander, 
2021). Our findings reveal that strategy formulation and 
implementation tends to be unseparated as firms are im-
mediately reacting to challenges. In the following, we dis-
cuss our findings in greater detail, develop propositions, 
and suggest a process model. 

On specific drivers, we gather that SME family firms not 
only encounter the ongoing digitalization draft but face 
specific tensions when they are operating in strictly reg-
ulated industries that set institutionalized external       
forces. Under such conditions, SME family firms prioritize  
following regulations . Over this course they are attribut-
ing significant resources instead about contemplating dig-
italization. When regulations demand digitalization, then 
the family firms follow such directives while paying little 
attention to contextual effects. Hence, SME families ad-
dress the digital transformation only reactively. An indi-
cator or even cause for the reactive strategy is the cen-
tralization on top managers for digital strategizing. This is 
particularly harmful while managers seem to be overly busy 
dealing with market partners and internal coordination so 
that little resources remain for digital strategizing. In this 
vein, we found little evidence of digitalization impulses 
from the organization – bottom up – and implementation 
help from subordinates. Hence, such firms lose important 
sensible insights for digitalization and support from those 
affected by it. In this, our finding nuances previous research 
about negative effects when firms separate blue and white-
collar employees and follow a (reactive) strategy (Hacker, 
1998). 

We find several hints that the digital transformation is 
rather pragmatic and incrementally evolving in trial and 
error. The pragmatism alone would not be detrimental to 
performance as shown in planning research. For example, 
Matthews & Scott (1995) found less planning in an uncer-
tain environment. A comprehensive planning strategy car-
ries costs as it takes time and effort to plan for all sorts 
of eventualities (Bhide & Stevenson, 1992). Perhaps incre-
mental and formal planning are best supporting digitaliza-
tion (Pesch et al., 2021b). 
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Proposition 1. The relationship between digitalization and 
strategizing is best under medium levels of deliberate strate-
gizing and incremental reactive strategy planning. 

By revealing the need to innovate within a digital trans-
formation but also to cohere with family values we support 
the paradox of tradition vs. innovation     in family firms 
(Erdogan et al., 2019). Family firms might be required to 
break with continuity and tradition for developing new dig-
ital competencies (Adner & Snow, 2010; Linnekin, 1983). 
For family firms, solely sticking to tradition would result 
in losing competitiveness, and exclusively pursuing innova-
tion would erode their core and distinctive legacy (Erdogan 
et al., 2019). Tradition and innovation and their coexistence 
seem paradoxical (Shoham, 2011). We observe this dilemma 
in the context of SME founders and top managers` open-
ness to and fascination with digitization. Interestingly, top 
management of SMEs can strongly identify with the digital 
transformation but has little knowledge of how to actively 
initiate or implement it. The perceived urgency of the digi-
tal imperative and self-identification works diametrically to 
the rather slowly evolving strategy. We found evidence for 
SME family firms struggling in making their decisions be-
tween technology and market focus but tend towards a con-
sumer (market) centric approach. 

Interestingly, we find that managers of family firm SMEs 
being overconfident about their strategic position and dis-
tinctiveness (Täuscher et al., 2021) because they feel dom-
inant to others in terms of their offerings and power in 
their market niche. At the same time, they often lack pro-
found knowledge of digitalization and panic about the digi-
talization needs, often then completely ignoring the threat. 
Our insights support previous insights on overconfidence 
in founder controlled family firms (Dick et al., 2020). Given 
the strong centralization of digitalization and overconfi-
dence of family firm managers, we speculate that this might 
lead to an overconfidence trap . 
Proposition 2: Low digitalization strategizing and low dig-

italization performance comes from high levels of overconfi-
dence combined with centralization of digitalization on top 
management; both conditions combined exert an additional 
negative joint effect. 

Family firms so far lack understanding of how to ap-
proach a digitalization strategy while seeing the challenges 
of pursuing a formal digital transformation strategy. As 
aforementioned we find that family firms are very hesitant 
in strategically embracing digital transformation. They are 
not well informed about their relative digitalization posi-
tion. (Digital) Maturity models are rarely known and ap-
plied so far by SME family firms. Top managers’ lack of 
knowledge and confidence with digital technology, in com-
bination with pragmatism, leads to that progress is not ac-
tively tracked. Methods and approaches to pursue this ef-
fectively and efficiently are only used in the case of a large 
family business. Hence, we see an urgent need for family 
firm SMEs to anchor digital transformation strategy promi-
nently as a top management responsibility. We emphasize a 
deficit of structure and measurability of the goals of digiti-
zation. Especially the fuzzy front end of the staged strategic 
digitization process is critical to the success of the digital 

transformation. We emphasize the importance of the initial 
phase, the "fuzzy front-end ",    of the digital transformation 
as an innovation process. This process shows up in SME 
family firms as undefined and chaotic, although it can have 
a sustainable impact on the outcome. However, managers 
struggle to initiate this process and prioritize between dif-
ferent activities. Brock et al. (2020) investigate the front 
end of innovation and we support findings that an agile ap-
proach might increase speed and flexibility. It can be com-
bined with the structure and control of a Stage-Gate model. 
We argue that SME family firms might benefit from models 
providing a basis for tracking, comparisons, and progress in 
transformations. Later in the implications, we present digi-
tal maturity models (DMM) as a managerial implication for 
strategic digital planning. 
Proposition 3. A) transparent and top management initi-

ated strategic process for digital transformation significantly 
increases the success rate of digital transformation efforts in 
SME family firms. B) Furthermore, regular bottom-up feedback 
supports an increase of digitalization acceptance of employees. 

Figure 1 shows our model of the influencing factors, 
strategic activities, and the subconscious strategy process 
that we encountered in our cases. Characteristics of family 
businesses (long-term objectives, stability, tradition, and 
control) are incorporated into the emergent strategy. Per-
ceived external pressures (globalization, technological dig-
italization, and market turbulence) are also incorporated. 
Characterized by ambidexterity and limited resources, this 
results in a reactive strategy for digital transformation. This 
is constantly lagging behind the needs. The agile digitiza-
tion strategy model, Figure 2, on the other hand, describes 
a cycle. This is also characterized by innovation triggers, 
characteristics of family businesses, and perceived urgency. 
Through the recurring, conscious, and transparent applica-
tion of a suitable DMM, digital maturity develops dynami-
cally. A proactive and self-reflective digitization strategy is 
the result. This is goal-oriented and takes limitations into 
account. 

Practical Implications   

From the insight about the need to have a strategy, but 
also to be able to depart from it, and the lack of knowledge 
about the digitalization stages of the family firm, we deduct 
merits from the implementation of digital maturity models 
in family firms. Digital maturity models assist the strategic 
digitization. Compounded from the words maturity and 
model, “maturity” is the status of perfection, perfect or 
ready, and “model” as a simplified representation of reality 
form the notion of maturity models (Bley et al., 2020). Ma-
turity models are often presented as stage models that de-
pict an anticipated and logical path from an initial state to 
a maturity state (Roeglinger et al., 2012). A digital matu-
rity model would serve as an initial first status quo eval-
uation. It shapes the basis for evaluations of the situation 
in comparison to the industry and the competitive environ-
ment and for understanding the firm’s specific digitaliza-
tion context. It will thus serve as a basis for strategy devel-
opment in family firms. A digital maturity model (DMM) is 
a method or tool to determine, manage and shape the sta-
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Table 3. Digitalization triggers, action fields, organizational set-up and impulse driver.          

Case Digitalization Triggers Focus areas & functions Organizational digitalization set-up Driver/Initiator/Impulse 

A 

B 

C 

D 

E 

F 

G 

H 

• Market requirements 

• Efficiency increase 

• Product management / R&D • Integrated in business model • Structured top-down 

• Informal lateral 

• Efficiency increase • Shopfloor • No specific digital org. set-up • Unstructured 

• Market requirements • Sales channels 

• Product management 

• Project-based digitalization 

• Coordination in CEO office 

• Top management 

• Top-down and bottom-up approach 

• Efficiency increase • Shopfloor • No specific digital org. set-up • Unstructured 

• Market requirements • Logistics • Founder as coordinator of external service providers • Investors as major driver. 

• Market requirements • Sales Channels • Founder as coordinator. 

• Project-based. 

• Top Management is driver 

• Top-down 

• Market requirements • Sales Channels • Founder as main coordinator 

• Project-based. 

• Top Management is driver 

• Top-down 

• Market requirements 

• Efficiency increase 

• Product innovation (Technology) 

• Business model extension 

• Covid-19 pandemic 

• Sales Channel 

• Shopfloor, HR 

• Product Management /R&D 

• New digital business model 

• Leadership and culture 

• Integrative model in corporate business strategy. 

• Specific digital service centers and specialists established to support. 

• Digitalization is set as global and corporate focus topic 

• Top management with clear objectives for digitalization. 

• Sub-organization with bottom-up proposals. 

• Full transparency 
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Figure 1. Reactive strategic digital transformation framework      

tus quo and progress of digital transformation (Rossmann, 
2019). Thordsen et al. focus on a situational approach and 
define the digital maturity level as the achieved status of 
the digital transformation of a company (Thordsen et al., 
2020). It thus represents a specific form of a maturity model 
tailored for digital transformation. The creation of a digi-
tal maturity model increases knowledge of the family firms 
about where they have strengths and deficits and allows 
profound discussions of the family firm managers and fam-
ily firm members about potential threads, directions, and 
investment needs. 

However, DMM might offer a more structured and trans-
parent approach than, for example, quality management 
related plan-do-check-act cycles (Nicolay et al., 2012). 
Nonetheless, DMM do not directly result in actions and are 
not tailor-made (Berghaus, 2018). 

Conclusion, Limitations, and Future Research      

At large, our study finds that SME family firms show 
lower levels of strategizing and a pragmatic-incremental 
approach to their digital transformation. Our findings in-
form about two dualisms: First, managers have a low digital 
competence but still organize for top management central-
ization. Second, managers show a strong (over-)confidence 
about their competitive positioning while they are panick-
ing about the digitalization requirements, instead of ap-
proaching their business strategically by additionally of-
fering digital business models. Related to this, SME family 
firms tend to follow a reactive digital transformation which 
again is become more limiting related to the strong top 
management centralization. The reactivity trap is most se-
vere when the firms operate in strongly regulated industries 
that demand full attention on the institutionalized pres-

sures. At last, we find that traditionalism is at odds with 
digitalization. Our theorizing submits propositions and a 
process model of digital strategizing. On the practical side, 
our study suggests digital maturity models as a starting 
stage for family firm SME’s digitalization. 

Our study’s limitations center on our sample from the 
DACH region in Europe (Germany, Liechtenstein, and 
Switzerland). Furthermore, the cases only offer a focused 
view on the life science industry. While we have no reason 
to believe that this has a significant impact on the quality 
of our research findings, we encourage scholars to replicate 
our findings in different cultural contexts or from a more 
diverse sample. Nonetheless, we are so far lacking a deeper 
understanding of the mechanisms regarding digital trans-
formation strategy in SME family firms. Furthermore, we 
only have limited insights into the strategic process and 
its stages. Hence, it might be a fruitful approach for future 
scholarly research to dig deeper into the separate process 
steps. On better understanding the conditions and instru-
ments of family firm SME for the digitalization, we mo-
tivate future research on specific characteristics of family 
firm managers. The strong centralization of the leaders 
might deliver interesting insights into how personal char-
acteristics underlie the digitalization of a firm. Methodi-
cally, we suggest a pattern matching technique that allows 
the combination of deductive and inductive reasoning 
(Bouncken & Tiberius, 2021; Gatignon & Capron, 2020; 
Sinkovics, 2018). Furthermore, an ethnographic case study 
would enable us to observe phenomena in a more focused 
organizational context (Baiyere et al., 2020). 
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Figure 2. Integrated digital transformation strategic process\      
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