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ABSTRACT

Purpose: We study how family firms can overcome their innovation-related barriers thanks to a
strategic alliance. In particular, we focus on the interorganizational factors that facilitate the
development of servitization strategies. These are of paramount importance for the competitiveness
of SMEs operating in the elevator industry.

Design/Methodology/Approach: we conducted a longitudinal case study, exploring some firms in a
consortium of 20 small- and medium-sized Italian family firms operating in the elevator industry.
Findings: Although preliminary, our findings confirm that small and medium-sized family firms can
innovate their service-orientation thanks to strategic alliances; we found that it is relevant the role
played by the ‘boundary spanners’ and the pressure to protect their business and family from rivalries.
Originality/Value: This is a first attempt to shed lights on how networks can help innovation and
servitization of small- and medium-sized family firms, thus helping them in overcoming their ability-
willingness paradox.

KEYWORDS: ability-willingness paradox; family firms, servitization, SMEs.

1. INTRODUCTION

The research exploring the pros and cons of servitization strategies in small- and medium-sized
enterprises (SMEs) is growing rapidly (Confente et al. 2015). As well known, these firms are highly
vulnerable to competitive pressures (Man et al. 2002), and have little resources to sustain radical
transformations, such as business model innovation (Madrid-Guijarro et al. 2009). In addition, SMEs
are in most cases constituted by family firms.

Family firms face a unique paradox, known as ability-willingness (Chrisman et al. 2015). It has been
in fact shown that family firms have a peculiar interplay of opposite forces. On one side, family
business could have a good predisposition (ability) to innovate since their discretion to act. This
originates directly from the fact that top managers are the main shareholders. On the other side,
innovation and business decisions in family firms could not always stem from grasping profit
opportunities and pursuing economic goals, but also the preservation of the socioemotional wealth
of the family members.

While analysing these dynamics, we encountered a particular case of an Italian consortium (as a
peculiar form of strategic alliance) among family firms in the elevator industry (Rapaccini et al. 2019),
that irrespective of their size has successfully carried out several innovation initiatives, in order to
pursue servitization. This pushed us to address how this form of strategic alliance facilitates
overcoming the ability-willingness paradox of each affiliates. Using the lens of servitization as the
innovation strategy that the firms in an alliance have tried to elaborate and pursue, this paper aims at
answering the following research question: how does a horizontal alliance (consortium) help family
firms in overcoming the ability-willingness paradox?

In an argumentative form, this paper presents some of the preliminary findings coming from this
research, and is therefore structured as follows: the next section revises the literature on the ability-
willingness paradox. Then, Section 3 describes the research methodology. Section 4 presents the
findings and Section 5 draws some conclusions and implications from this research.
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2. ABILITY-WILLINGNESS PARADOX, FORMAL RELATIONSHIPS AND SERVITIZATION IN FAMILY
FIRMS

2.1 The ability-willingness paradox

Family firms have governance models and decisional processes that are more effective than larger
organizations. This should lead to greater innovativeness (Bennedsen and Foss 2015). At the same
time, it is said that in these contexts, innovation can be hindered by the company’s strong regulative
network, which is informed by heritages and family values that are often reluctant to changes
(Bennedsen and Foss, 2015: 78). To explain this interplay, the literature has introduced the ability-
willingness paradox (Chrisman et al. 2015). In short, this tells that family firms are more able (ability)
to arrange their resources according to what they want, and simultaneously their willingness to
innovate is greatly influenced by non-economic goals, such as the family socioemotional wealth
preservation and intergenerational succession.

Another factor that since so far has been considered by the literature addressing innovation of
SMEs, is the importance of establishing strong relationships with strategic partners (Casprini et al.
2017, Feranita et al., 2017) and of social capital (Pearson et al. 2008, Zahra 2010). However, little is
known on how the imprinting/DNA of the firm can evolve/mutate across generations as a
consequence of the innovation experiences developed through the network (Dieleman, 2019). In
other terms, the literature addressing the role of external partners in overcoming the ability-
willingness paradox of family firms, is scant.

2.2 Formal relationships among family firms

Frequently family firms participate to networks and communities to develop new forms of
organizational knowledge that can reduce industry-specific (inter-organizational) uncertainties (Miller
et al. 2008). To handle these relationships, it is key the role of specific figures that assume inter-firm
responsibilities in order to facilitate innovation dynamics. Relationships with external partners are
clearly built upon trust (Casprini et al., 2017, Lester and Cannella 2006). In fact, while in general it has
been acknowledged the importance of formal relationships - such as joint ventures and cooperation
contracts — it is claimed that trust is of paramount importance in the case of family firms (Bouncken
et al. 2020). Niemeld (2004) shows also that the reasons why family firms embrace interfirm
cooperation can be explained by the concept of power. This is dictated by the extent of control each
firm has over those resources that are perceived to be beneficial to the network. Power then
originates by formal agreements (commitment), trust (network structure), and learning opportunities.
These latter explain the way each family firms owners can learn from the others allies of a
collaborative network. While the mentioned constructs are relevance to explain why and how family
firms establish network collaboration, they do not show in depth how participating to the alliance and
relying on partners allows the family firm to overcome its ability-willingness paradox.

2.3 Servitization of small- and medium-sized family firms
Servitization can be beneficial not only to larger firms, but also to SMEs (Kowalkowski et al. 2013,
Kowalkowski et al. 2017, Coreynen et al. 2017), in numerous industries (Ambroise et al. 2018). These
moves are pushed by the lowering of product margins, higher competition and searching for new
business opportunities (Michalik et al. 2019). Smaller firms could also benefit from their ability to
better cope with the factors that hinder servitization in larger companies (Taugeer and Bang 2018).
About the controversy over whether family firms are better or worse places to innovate than are
nonfamily firms we follow the idea that the socioemotional wealth theory highlights: family owners
strive to protect and enhance their socioemotional endowments by fostering stronger perceptions of
organizational caring among their employees compared to those working for non-family firms and this
can help the rapid implementation of an innovation in the servitization if strongly decided by the
family owners (Christensen-Salem et al 2021).

Among these challenges, the service paradox indicates the risk of missing the return on the service
investment (Gebauer et al. 2005). For this reason, Malleret (2006) claims that some critical threshold
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could be required before reaching a satisfactory profitability from services. Another issue to be tackled
pertains to the lack of time and commitment to develop a service culture (Dubruc et al. 2014, de Jesus
Pacheco et al., 2019). Servitization in fact requires new culture, mindset and greater customer
orientation (Dahmani et al. 2016). To compete with services, SMEs had to change their structure. This
latter is frequently ossified around the product business (Hsieh and Chou 2018, Michalik et al. 2019).
In addition, they have to face higher complexity that typically originates from delivering service
operations (Baines et al. 2009, Coreynen et al. 2017).

3. RESEARCH METHOD

This paper adopts a longitudinal case study approach (Yin, 1994), in which we have multiple units
of analysis. These are small- and medium sized Italian family firms, operating in the elevator industry.
The term “family” has been variously defined in previous studies. Senftlechner and Hiebl (2015)
suggested three main approaches that can define family firms: “ownership” (firm when a person or
family holds at least 20-50% of its shares), “management” (if it is managed by or if the decision process
is controlled by a single person or family) and “self-perception” (whether the firm is perceived as a
family or not by the informant). This research mirrors a combination of the three approaches: in our
cases the family represents the dominant shareholder the family is the main decision maker and the
people feel to work in a family firm.
Now the consortium has 18 firms plus 3 subsidiaries. So if we want to count those too they are 21,
and they have a strong need to grow, to increase the number of companies that are part of the
consortium. The peculiarity of this research is the focus on micro level about individual family firms’
intention/willingness as well as abilities/limitations of all those family firms that, having a long term
relationship since 1980s, in the last decade have established a new horizontal alliance in the form of
a consortium. At the same time, it is possible to investigate the initiatives and arrangements developed
at a consortium level (meso), to unveil the interfirm dynamics and address the research question of
this paper. Data have been collected through primary and secondary data sources in different times.
In particular, we have conducted numerous interviews with different informants in a long time interval
(late 2018- early 2021); in three cases, we did multiple interviews over the three years. Each interviews
lasted between 60 and 120 minutes, were recorded and then transcribed. Table 1 presents a summary
of the informants, their position and representativeness and other elements that qualified the sources
(type, length and year of interviews) .

Table 1: Summary of interviews

Interviewee’s Role in the Consortium and | Type of | Length of | year

(eventually) as a Consortium “partner” contact interview

i) Former President of the Board of Director of the 2018

Consortium of the Consortium, Face-to-face 90 minutes

ii) CEO of one ally

i) New President of the Board of Director of the 2018

Consortium of the Consortium, Face-to-face 120 minutes

ii)CEO of one ally

i) Member of the Board of Director of the 2021
. Call and face .

Consortium to face 90 minutes

ii) CEO of one ally

i) Actual CEO of the Consortium, Call 80 minutes | 2018

ii) consultant call 120 minutes | 2021

i) Former CEO of the Consortium, Face-to-face 120 minutes | 2018

ii) consultant Face-to-face 120 minutes | 2021

i) Responsible of technical assistance and training Call 60 minutes 2018

of the Consortium,

Proceedings of the Spring Servitization Conference (55C2021)



Casprini, Rapaccini, Marelli

ii) consultant

i) Project M 201
I) rojec: Vianaget, Call 60 minutes 018
ii) consultant

Additionally, we tap into archival data such as internal surveys and financial reports. This
manuscript, in particular, focuses on the findings coming from these interviews, and shed lights on the
key facts and motivation that, time by time, convinced these family businesses to enter and remain in
the alliance.

4. FINDINGS

About 10 years ago, some entrepreneurs and managers of less than twenty Italian family firms,
operating in the elevator industry, decided to establish a consortium. The network relationships and
initiatives were of paramount importance in the transition to the service business of these firms, that
was collectively undertaken in the last years. Originally, the consortium was constituted with the aim
of sharing technical knowledge and industry-specific practices, in order to protect their small business
from the threats of global leaders such as Otis, Schindler, Thyssen Krups and Kone, that were
dominated that industry worldwide and had invested heavily to develop their service business.
Conversely, these SMEs had very narrow markets, at metropolitan or at least regional level. Although
the good reputation with their local clients (building managers), contrary to larger firms they could
rely on neither financial resources nor skilled managers (e.g. operations, sales or service directors).
Therefore, these entrepreneurs faced a relentless competition that in most cases overwhelmed their
own strengths.

At the same time the local completion is characterized by sufficient margin of profit generated by
a rigid demand. This positive earnings reduce the willingness to change and innovate their business
model, in particular when the decision should be taken by second or third generations. Actual CEO of
the Consortium underline that the next generation is more conservative than the previous one, thus
having difficulties in pursuing innovation. This is because of the fear of doing mistakes. The current
situation, with the pandemic that has impeded, for example, condominium assemblies, has not helped
in that respect.

In particular, the consortium was key in setting up the capabilities required for increasing the sales
of contractual maintenance services, and this led to a generalized increase of revenues, and helped
the affiliates to face the economic downturn of the construction industry in the years following the
crisis of 2008. Our analysis shows that long-standing relationships among the entrepreneurs of the
involved family firms, even before the consortium constitution, have been important for building
trust. However, prior to joining the consortium, any affiliate had a product-centric business models.
Business priorities were the sale of new units (elevators), and only minor revenues came from selling
renovation services, repairs, spares and maintenance services. Consequently, key competencies
consisted in the design, production and installation of elevators/escalators for commercial and
residential buildings. Basically, no one of the smaller firms could believe to be able to establish a
service business and to develop all those new capabilities. Actually, in some cases these firms had a
very limited range of innovation possibilities, and most of their efforts were devoted to keeping the
pace of technological innovation in products, imposed by the market leaders.

The consortium had a crucial role in overcoming the ability-willingness paradox of the affiliates. In
fact, with the help of common projects and initiatives, all the firms have been able to shift towards
servitization. This has been possible because the “ability” sphere of each family firm has been
influenced by the belongingness to a wider alliance of other family firms. Some “innovators” belonging
to the consortium have been able to show how a more service-oriented business model could benefit
the firm: this has allowed the other firms to overcome their ability towards innovation since they acted
as “followers” of what the consortium has decided to pursue.
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Actual CEO of the Consortium underlines the importance of long lasting relationships among the
affiliates. Family firms belonging to the consortium have reciprocal esteem and are mutually available.
The Consortium has never imposed decisions. However, from the analysis, it two main dimensions
have been identified as important in helping firms to innovate and overcoming the ability-willingness
paradox.

The first dimension is the role of the consortium CEO as a “boundary spanner”, that acted on the
ability side. The CEO of the consortium is external to the family firms since he is an “anomalous”
professional consultant. He was deeply involved in supporting the development of the consortium's
activities and in determining the hardware, procedural, contractual and software/license components
on which to feed the system for collecting, processing and determining performance indicators. The
approach followed by the consultant was a "learning by doing". He fuelled a debate to help
guestioning the traditional approaches and business models. This debate was facilitated by the
predisposition to discussing common issues such as market threats and organizational difficulties, as
well as sharing also revenues and cost data of financial reports. This is achieved because the
companies of the consortium needed to evaluate the convenience of developing the provision of new
services that could thus integrate the turnover generated by their original business model. The work
of the consultant has allowed the firms of the consortium to focus on the development of contractual
services - such as emergency and standard and / or scheduled maintenance - to be provided on plants
both installed directly and on those produced by competitors but acquired for maintenance. The
consultant provided information and reports relating to the management of quality, management
control, and human resources of the companies of the consortium. The consultant has created a
fiduciary relationship with consortium’s firms and he has acted as a “boundary spanner” in the sense
that he was able to collected, analysed and shared data among the several affiliates.

The second dimension has been the family firms’ willingness to protect their companies from fierce
competition, that acted on the willingness side. The companies joined the consortium since they
recognized their difficulty in competing against larger businesses. To a certain extent, we can say that
the affiliates are coopetitors since they are both competing and cooperating. The actual CEO of the
consortium describing the innovation coming from the servitization processes underlines that:

“.. it is a model that has been effectively adopted in all these evolutions: i) the chief
technical managers, ii) the new commercial managers, iii) the Internet of things (loT), iv)
the automation of processes.... these are all virtuous examples where we have not
imposed anything on the consortium members but we have left each consortium member
the possibility of maturing this innovation within his organization and therefore bringing
his organization to be able to accept it in the least painless way possible!”.

5. CONCLUSIONS

This paper presents a preliminary work aimed at explaining how and why family firms form horizontal
alliances to innovate and overcome their ability-willingness paradox. The study aims at contributing
to three streams of research. First, the paper focuses on the ability-willingness paradox (Chrisman et
al., 2015) showing how a new type of governance mechanism (i.e. strategic alliance) could influence
the ability sphere. Second, due to a paucity of research showing how family firms ally, (Feranita et al.
2017), the paper aims at contributing to strategic alliances of family firms. The case is a particular
example of horizontal strategic alliance, thus contributing to previous research that has usually
investigated other types of alliances (e.g. Lépez-Cdézar-Navarro et al. 2017). Finally, the paper
contributes to the servitization literature since it represents a case of family firms that have changed
their business model towards a service-oriented one. As noticed by some recent contributions (e.g.
Casprini 2019), there is a paucity of studies about servitization in family firms.

The Consortium has facilitated the servitization process of the several firms affiliated. From
producing elevators, they move towards a service first, service only business model. The case analysed

Proceedings of the Spring Servitization Conference (55C2021)



Casprini, Rapaccini, Marelli

presents preliminary interesting insights such as the role played by professional consultant and the
willingness to compete (Devece et al., 2017) to face external, bigger competitors.

However, this study has several limitations since it is an ongoing project. The first limitation is linked
to data analysis. The data presented here are mainly descriptive, not supported by quotations and
codes. This is due to the fact that the researchers are collecting additional data over multiple levels of
analyses. The researchers are codifying quotations on the basis of the ability and willingness
dimensions and, in particular, they are distinguishing for each company analysed which have been
their “ability” (in terms of discretion to act) and their “willingness” (in terms of disposition to act)
(Chrisman et al., 2015). Finally, the researchers are re-reading the data collected and advancing their
understanding through additional interviews moving from a social capital perspective. In particular,
considering the framework proposed by Pearson, Carr, and Shaw (2008), the researchers are trying to
investigate how belonging to a consortium helps the development of social capital that influences the
family firms’ resources and capabilities and, consequently, their competitive advantage and family
wealth creation over time.
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