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1. Importance of Adaptation to Change for Family Firms  

Many family firms can look back upon decades, sometimes even a century or more, 

of  business success. They have grown to a respective size, they have established 

renowned brands and impressive networks of customers and suppliers, and they 

have earned substantial profit over years. Thus it is not surprising that family firm 

owners and managers often emphasize the importance of stability and sticking to the 

family firm’s traditional roots—recipes that have guaranteed outperformance in the 

past. However, in nowadays’ volatile and uncertain world, such an excessive focus 

on tradition can be a serious threat to family firms as it might impede required 

changes within the organizations.  

In the 21st century, it is not only in high tech industries with fast “clock speeds” (Fine, 

1998) that firms need to prepare for changes, but also in more traditional industries 

which have previously been assessed as rather stable. For instance, think about the 

hotel industry, in which established players feel an increasing threat provoked by 

new competitors such as Airbnb. Or consider the agricultural sector and other 

branches in which revenues depend on international trade agreements and can thus 

be substantially affected by political crises. As those examples illustrate, change can 

be introduced by a variety of stakeholders and for a variety of reasons. In principal 

any of the forces described by Porter (1979) can change over time and entail required 

organizational changes within the affected companies. For instance, change in a 

family firm’s environment can be triggered by the entrance of new, large (maybe 
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international) competitors with great purchasing power or by new products, 

technologies, or substitutes offered as well as by changing customer needs. Also 

changes in the political system, new laws and industry regulations or, for instance, 

shortage of new materials can challenge established and so far successful family 

firms. Only family firms that master to adapt to changing environments in a prudent 

way can survive for the long term. 

While the need for organizational change challenges all firms (see Miller and Friesen, 

1980 for an overview), several hurdles are even more pronounced for family firms 

which can look back on a long history of tradition and success. On the other hand, 

family firms, due to their peculiarities, might also possess several advantages when it 

comes to adaptation to change. In other words, their focus on socioemotional wealth 

induces family firms to pursue specific goals and endows them with several 

resources and capabilities that either foster or impede organizational change. 

2. Sensemaking of Family Firms in Changing Environments 

In the following, those advantages and disadvantages of family firms will be 

outlined and discussed along the sensemaking process (see Figure 1). The 

argumentation will thereby follow recent work of König, Kammerlander, and Enders 

(2013) and will extend their findings to a broader range of changes. The sensemaking 

process (Thomas, Clark, and Gioia, 1993) illustrates that key decision makers (such as 

the family firm’s CEO) first need to get aware of the need to change, interpret it as a 
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relevant trend that needs to be reacted to, and to take a decision of how to adapt. 

Ultimately, the organization needs to implement the proposed changes. 

 

Figure 1. Sensemaking and adaptation to change in family firms 

 

2.1 Recognition – the ambiguous role of the family firm’s network 

In order to timely recognize relevant upcoming changes, decision makers of firms 

need to “screen” or “scan” their environment on a regular base. Such screening 

provides important information on upcoming trends and their characteristics. Family 

firms have both, advantages and disadvantages, in this regard. First, family firms are 

often deeply embedded in a strong network of suppliers, customers, and other 

family firms of the region. Often, such ties to externals have been established and 

strengthened over several years and in many cases it is the family firm 
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owner/manager him- or herself who represents the firm and, for instance, fills 

important positions in industry associations. Such engagement will ensure that 

family firms get timely aware of upcoming changes, for instance, potential new 

industry regulations.  

At the same time, however, the family firm’s network can become an important 

liability which hinders the early recognition of changes: It is not only important to be 

embedded in a network, but it also important who those information exchange 

partners in the networks are. Many recent industry changes were not triggered by 

established players but by “new entrants” to the industry. Think, for instance, about 

innovations in online retailing which were typically first offered by startup 

companies. If such “industry externals” are not part of the family firm’s network, the 

firm and its decision makers will likely overlook the new trend. It can even happen 

that the strong embeddedness in a network of established firms strengthens the 

firm’s myopia as it lulls decision makers into a false sense of security. Family firm 

owners and managers are thus advised to critically review the networks they are 

active in and scrutinize whether they are equipped to detect a broad range of 

potential upcoming changes.  

2.2 Interpretation – who will win: long term orientation or emotional attachment? 

One of the biggest challenge when environmental changes “hit” an established firm 

is how the firm’s decision makers interpret the ongoing turmoil. Decision makers 

need to admit that the new trend is important, that it will affect the family firm in 
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near- or mid-term future, and that the family firm needs to adapt. Many cognitive 

and emotional barriers exist that make decision makers either slander the upcoming 

trend (e.g., “Digital cameras will never reach the same quality as analogous ones”) or 

to assess the changes to occur only in distant future (e.g., “We do not have to 

consider now how climate change will affect our skiing resort – we can do that some 

day”). 

Some family firms, particularly those with a long-term focus and with an emphasis 

of continuity and sustainability can overcome such misinterpretations and biases and 

quickly assess the upcoming trends as a relevant issue (Kammerlander and Ganter, 

2014). However, the just described adverse attitude towards required changes is also 

very common in family firms. Many family firm owners and managers feel 

emotionally attached to their firm’s products and the established way of running the 

business. Considering to change what the ancestors have established and developed 

(and what has been successful over a long time!) is thus not an easy task. Often 

adaptation to the changing environment would also contradict the family firm’s 

organizational identity. Moreover, changes of certain aspects, e.g., product features, 

often entail a string of consequences for the organization. For example, such changes 

can entail “disruptions” in the firm’s internal and external network: the changes 

might require that the family cedes responsibility to family and firm outsiders (who 

are better trained in what the new “world” requires), that the staff possesses different 

skills, and that established, long term, loyal suppliers are replaced by those who 

better fit with the new requirements. Because of all those consequences, which 
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contradict the family firm’s desire to maintain their stock of socioemotional wealth, 

family firms can easily fall into the common trap of misinterpreting important 

trends. Even if they have recognized that something is going on in the industry, they 

might find (erroneous) excuses why the specific family fir should not adapt to this 

specific change. To overcome this issue, family firm decision makers need to 

critically assess how their attachment to the firm and how they see the firm might 

bias them in their decisions. 

Decision making – the key advantage of family firms 

After interpreting the ongoing changes as relevant, the next step in adaptation is that 

the decision makers need to agree on and decide how the adaptation to change 

should be conducted in the firm.  

The ability to make quick decisions is thereby one of the most important advantages 

of family firms that need to adapt to changing environments. Decisions in non-family 

firms typically need to be based on extensive calculations and business plans (and 

thus based on information that might not be readily available when the environment 

is still changing!). Moreover, decisions in those firms need to pass through various 

hierarchical levels with high likelihood of political, power-based fights among 

managers that protract the ultimate agreement. Decision making in family firms is 

easier. It typically allows for fast, undisturbed, und unbureaucratic decision making. 

Family firms that are open to change and screen the environment well can build on 

their intuitive decision making and to react to emerging, still uncertain trends. This is 
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even more so for private or majority-owned family firms that can take decisions 

independent of external investors, security analyst, etc, that might be rather 

conservative in their assessments and thus impede changes. 

Besides those family firm-specific advantages regarding decision making, the 

socioemotional wealth of family firm owner managers also comes along with one 

important pitfall: Often adaptation to change requires substantial investments 

upfront. For instance, new employees need to be hired, new machineries need to be 

purchased, or marketing activities need to be launched. As family firm owners want 

to avoid opening up the firm to external investors, the amount of money available for 

the firm’s adaptation is per se limited. Depending on the type of change, such limited 

investment capability might (or might not) hamper the family firm’s adaptation. 

Hence, decision makers in family firms need to carefully check whether the amount 

of planned investments is sufficient to guarantee a successful adaptation. 

Implementation – the double-edged source of experience and loyalty 

One major, sometimes overlooked, challenge in the adaptation process is the 

implementation of changes within the organization. The organizational members 

need to understand and accept the required changes and adapt their working 

behavior and routines accordingly. In this regard, family influence acts as double-

edged sword: 

In several cases, family firms can benefit from their network, their long experience in 

the market, and their loyal and often very motivated employees. Such resources can 
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for instance help them to quickly implement changes required by new law and 

regulations or to improve products that need to meet new standards. 

However, this capability turns into a liability when the change is radical and when it 

substantially alters the skills and competencies required as well as the criteria along 

which customers evaluate the products and services. In such cases, long tenured 

employees and managers might overly stick to their old routines and might be 

unable to search for and identify flexible (and often highly successful) solutions. 

Together with family firm’s reluctance to bring in externals and cede responsibility to 

such individuals, the family firm’s implementation might be rather rigid and 

inflexible. For instance, many US newspapers experienced troubles when trying to 

adapt to online news: Instead of providing short news soon after the event had 

happened, with the possibility for readers to comment and interact, they uploaded 

their (long) print texts with a delay of one to two days—an approach, that was not 

very much appreciated by customers. As a consequence of such observed patterns, 

family firms need to critically ask themselves “how radical is the change?” before 

engaging in adaptation. Depending on the answer to this question they can either 

rely on and build on their natural advantages or they need to find ways to overcome 

their disadvantages. 

Independent of the radicalness of change and the resulting (dis-)advantages, family 

firms can benefit from their high levels of “stamina” or perseverance when 

implementing changes. Too early abandonment of adaptation steps is not only 
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inefficient but can also threaten the firm’s long term success. In non-family firms, 

attempts to adopt internal routines are often disrupted by new managers that take 

over responsibility, political fights among organizational members, or updated 

budget plans. Family firms are less endangered to suffer from such disruptions 

because of the high level of control concentrated at the top of the company and their 

independence of external investors. Hence, adaptation in family firms can occur in a 

much less disturbed way over an extended time period. 

 

Excurse and case study – Family firms and disruptive technologies: bookseller 

Hugendubel 

One particularly threatening type of change is the emergence of disruptive technologies 

(Christensen, 1997; often also called “radical” or “discontinuous” technologies). Such new 

technologies are often introduced by new entrants in the industry and change the entire 

market structure with former market leaders ultimately losing their dominant positions (e.g., 

emergence of no-frills airline services, generic drugs, digital cameras). One specifically 

impactful disruptive technological change of recent years was the shift from bricks-and-

mortar book retailing stores to electronic trading of books (König, 2009). In Germany, this 

change which affected the entire industry of book sellers started in 1998 when the US 

company Amazon entered the local book market.  

Products based on disruptive technologies often perform poorly regarding established 

performance criteria (compare lines A and B in Figure 2). Referring to electronic book 

retailing, the service provided by the online traders was initially assessed as inferior since 

there was no personalized advice for customers. Moreover, customers could not just “flip 

through” some of the book’s pages in order to assess whether it was worth buying it. 

However, online purchasing of books offered several benefits which customers quickly 

learnt to appreciate: Customers were suddenly able to purchase books from home and at any 
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time and to choose among a large variety of books. Even more importantly, over time 

Amazon (and other online booksellers) became better regarding the “traditional performance 

criteria of book selling”: Customer ratings together with more extensive reviews provided by 

readers offered a well-accepted substitute to the sales person’s advice in the book store. In 

addition, as technology advanced, “book previews” allowed the customers to (partly) flip 

through pages. While such services could still be regarded as “inferior” compared to the 

service offered in physical bookstores, it apparently was soon sufficient to meet customers’ 

requirements (see “critical” point in figure, cross-section of line B and C)—a development 

that is typical for disruptive innovations. Thus, fifteen years after Amazon’s market entrance, 

in 2013, its book-related revenues in Germany already amounted to almost 2 billion USD, 

indicating a market share of more than 15% (according to buchverein.ch and 

www.boersenverein.de). 

  

 

Figure 2: Disruptive technological innovations 

 

One firm that was particularly challenged by this development was the German book retailer 

Hugendubel, a family firm with currently 1700 employees. Hugendubel was founded in 1893 
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when Heinrich Karl Gustav Hugendubel acquired a bookstore in the center of Munich. The 

ownership and management was transferred from generation to generation. In 1964, 

Heinrich Hugendubel became the responsible manager and started to expand the business 

by founding branches in Munich in further German cities. Hugendubel’s large “worlds of 

book experience” with self-service and reading corners equipped with lounges have been 

said to revolutionize the book retailing sector.  

 

Figure 3. One of Hugendubel’s physical book retailing stores 

In the 1980s, the family business expanded into the publishing business and acquired 

selected other retailers. Around the turn of the centuries, Hugendubel has grown to one of 

the largest German book retailers. Its success was grounded in a mix of quality products and 

products offered at low prices. The family manager Nina Hugendubel commented in a 2004 

interview: “We will continue to work this way because it is the right mixture.” 

However, the success story of family firm book retailer Hugendubel came to an end shortly 

after Amazon had successfully entered the market. In press interviews at the beginning of 

the 21st century, Nina Hugendubel emphasized that physical book retailers will remain the 

“heart of the business.”  Her brother, Maximilian Hugendubel admits that the sector is less 

profitable than others but refers to the joy he experiences when observing customers in his 

stores. He further mentions that in his opinion not Amazon but cinemas and cafeterias are 

the firm’s main competitors – an assessment that is at least debatable. And indeed, revenues 

of Hugendubel began to shrink. In a first attempt to oppose the growing competition in the 
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changing environment, Hugendubel quickly decided to merge with another established 

player, Weltbild, in 2006. As the owner-managers of Hugendubel explained, this merger 

“aimed at preserving the unique variety within as well as jobs the German book retailing 

sector.” However, this marriage of two established book retailers lasted for only few years 

until Weltbild had to file for bankruptcy. 

Indeed, Hugendubel appears to have fallen into the “up-market trap” (see section “family 

firm’s dilemma” in the Figure) at the end of the first decade of the 21st century. In 2009, 

Hugendubel had to engage in a large downsizing project. Moreover, since 2011, Hugendubel 

had to close several of its 50 book stores, among others their original company building in 

Munich. 

However, the family firm owner managers, Maximilian and Nina Hugendubel, have never 

given up. As they explained in several interviews with the press, they have engaged in a trial 

and error mode to find out what concepts might work in future. When they had realized that 

there would be no other sustainable option than adopting online book retailing, they built up 

their own online and mobile sales platform. To be successful with those new channels, they 

had to invest substantial effort to convince their own employees that Hugendubel’s own web 

platform should not be assessed as competitor to the core business. The internet platform is 

thereby designed in a way that it offers not only the services provided by Amazon but a 

broad range of additional services to customers.  As of fall 2014 it appears that the family 

firm Hugendubel might have found a way to escape its family firm innovator’s dilemma.  

Questions for reflection: 

1.  Why can the entrance of Amazon be assessed as the emergence of a disruptive technology 

for German book retailers? 

2. What (family-specific) elements can you identify that impeded Hugendubel’s adaptation 

to the changing environment? 

3. What family-firm specific advantages could Hugendubel leverage when aiming to 

ultimately adopt the new technology? 

 


