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ABSTRACT

Family firms increasingly opt for an external succession route and sell shares to financial
investors. Yet, not all family-firm takeovers by financial investors are financially successful. To date,
however, we lack a nuanced understanding of the conditions under which financial investors’ family-
firm takeovers will succeed financially. Our fSQCA study builds on 52 interviews to reveal the
interplay of three typical levers that financial investors use (i.e., operational, strategic, and
governance measures), the market situation, and investor type. We identify three distinct roles (i.e.,
incentivizers, optimizers, and adjacent investors) that financial investors take in successful family-
firm takeover cases. We situate our findings in the literature on resources and their orchestration, to
explain how investors create value in each of the identified paths, and we contribute to the literature

on family-firm succession and the interplay of family firms and financial investors.
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INTRODUCTION

Family firms increasingly attract the interest of financial investors (Kurta & Kammerlander,
2022). Hence, researchers increasingly analyze the interplay of financial investors and family firms
(e.g., Achleitner & Figge, 2014; Ahlers et al., 2014; Kranitz et al., 2021; Kupp et al., 2019). Financial
investors’ interest in acquiring family firms is not only the firms’ competitive advantages, including
their beneficial culture (e.g., Barney et al., 2001) but also the improvement opportunities that
investors see and can exploit to increase the acquired family firm’s enterprise value (Tao-Schuchardt
et al., 2023). For instance, family firms might lack important resources, capabilities to grow, and
young managerial talent (Dawson, 2011; Sirmon & Hitt, 2003; Upton & Petty, 2000). Financial
investors might address these challenges by providing additional financial resources and managerial
know-how regarding deploying these resources (Dreux, 1993; Howorth et al., 2004). Specifically,
financial investors may support family firms in various ways, including but not limited to defining
strategic planning, optimizing governance by introducing professionalism, providing access to
additional expertise from networks (e.g., suppliers, customers, financial intermediaries), recruiting
managers, and providing deep knowledge in operational planning to increase efficiency (e.g., Croce
et al., 2013; Mitter et al., 2012; Serensen, 2007).

Hence, the cooperation between family firms and financial investors can be a (financial)
success story, as such examples as Birkenstock illustrate. This German family firm received a
substantial investment of private equity for further growth, and the family managed to regain control

over some of the business units over time (Bennedsen et al., 2023).! While prior research has shown

! Various available definitions of success embrace financial and non-financial dimensions. The precise definition of
success—in particular, its non-financial aspects—heavily depends on the specific stakeholders. We focus in this study on
the financial aspect, to increase comparability across cases. Specifically, we focus primarily on the financial improvement
of the family firm after takeover by a financial investor. Thus, we define a family-firm takeover as successful when it
creates sustained financial value for its sharcholders (Achleitner et al., 2010a; Bergstrom et al., 2007; Loos, 2007; Pindur,
2009).



that financial investors often achieve above-average returns (Achleitner & Figge, 2014; Jensen,
1986), this is not always the case. To better understand the financial success or its lack following a
takeover by financial investors, research has started to analyze various value-creation measures—
activities that target improving the firm’s strategy, operations, or financial aspects, with the ultimate
goal of enhancing financial firm value, as the multiples achieved when reselling the firm reflect it
(Achleitner et al., 2010a). However, this nascent stream of research has not paid attention to the
value-creation measures that acquirers of family firms take. This is an important theoretical research
gap because family firms differ substantially from non-family firms in their resource endowments
and competitive (dis)advantages, outlined above. Moreover, prior research has argued that
(successful) value-creation measures might not only depend on the market environment and specific
investor type but also differ across portfolio firm types (Achleitner & Figge, 2014). From a practical
perspective, this research gap is highly relevant in light of the large number of family firms around
the world (e.g., 90% in Germany, according to Stifiung Familienunternehmen, 2019), providing a
substantial deal pool for financial investors. To contribute to closing this gap, we ask the following
research question: What configurations of financial investors, market environments, and value-
creation measures lead to financial success after a family-firm takeover?

To answer this question, we draw on fuzzy-set qualitative comparative analysis (fSQCA)
(Fiss, 2011; Ragin, 2006) of 52 interviews with investment professionals and experts knowledgeable
about 35 family-firm takeover cases. FSQCA has become increasingly prominent in management and
family-firm studies (e.g., Douglas et al., 2020; Gilbert & Campbell, 2015; Kimmitt et al., 2019; Roig-
Tierno et al., 2016) because it enables studying equifinality and, hence, reveals various
configurations that ultimately lead to successful family-firm takeovers. As such, an fSQCA study
enables us to make use of the richness of qualitative case data while employing a systematic pattern-

analysis approach. We base the interpretation of our findings in extant literature on resources,



especially their orchestration (Heider et al., 2022; Helfat et al., 2007; Mahoney, 1995; Sirmon et al.,
2011; Sirmon et al., 2007) and value creation by financial investors (Achleitner et al., 2010b; Berg &
Gottschalg, 2005; Jensen, 1989; Kaplan & Stromberg, 2009; Tao-Schuchardt et al., 2023).

Our study reveals three distinct approaches that financial investors pursue and that result in
value creation in the acquired family firms, namely, as incentivizers, optimizers, or adjacent
investors. While incentivizers focus on implementing governance-related improvements in family
firms, optimizers aim to enhance firm operations. Adjacent investors take a rather hands-off
approach. Our nuanced analysis shows the conditions that make value creation possible (e.g., positive
market situation for adjacent investors) and explains the resources and resource orchestration that the
financial investors contribute.

Our research makes three contributions to academic research. First, we add to the discussion
about whether financial investors create or destroy value after a family-firm takeover (Bollazzi et al.,
2004; Marti et al., 2013; Viviani et al., 2008). We advance this discussion by proposing that the
achieved value creation depends on the specific patterns of measures that investors take, the market
environment, and investor fit, which allow for more or less effective resource orchestration. Second,
we add to the discussion on financial investors’ activities after family-firm takeover (e.g., Achleitner
et al., 2010a). Contrary to extant research, we suggest that financial investors do not entirely overhaul
the acquired firm but engage in selected measures, to avoid overstraining the resources that they and
the acquired firms possess. Third, we inform research on external succession in family firms (e.g.,
Dehlen et al., 2014) by revealing that superior resources and resource orchestration skills might
indeed create value in family firms. We also provide family-business practitioners with guidance on
how different investors apply different measures in a successful takeover of family businesses.

THEORETICAL BACKGROUND

Family firms, financial investors, and the (orchestration of) available resources



Family firms have a unique bundle of resources (Habbershon & Williams, 1999) and a unique way of
orchestrating them (Chirico et al., 2011; Forcadell et al., 2018), entailing advantages and
disadvantages. Specifically, the strong overlap of the family and the firm system affects the firm’s
available resources (i.e., the ‘familiness,” Habbershon & Williams, 1999) and how it uses them
(Habbershon et al., 2003). While early research focused on the availability of resources (Barney,
1991), more recent literature highlights the need to actively manage and deploy the available
resources through mobilization and coordination (Helfat et al., 2007). Such resource orchestration
refers to the interaction of resources, capabilities, and managerial know-how, resulting in competitive
advantage and, hence, superior financial performance (Sirmon et al., 2011; Sirmon et al., 2007).
Thus, resource orchestration is “concerned with the action leaders take to facilitate efforts to
effectively manage the firm’s resources” (Hitt et al., 2011, p. 64). Some researchers claim that family
firms are superior in orchestrating available resources, due to the availability of patient capital and a
long-term orientation (Habbershon & Williams, 1999; Zahra, 2003). However, other researchers
argue the opposite, due to family firms’ desire to protect their socioemotional wealth (SEW), leading
to slow decision-making processes, conservative strategies (Chirico et al., 2011; Le Breton-Miller &
Miller, 2006), and struggles with integrating professional, highly competent external employees
(Vinton, 1998).

In addition to resource considerations, family firms often confront challenges regarding
ownership succession (Hamadi, 2010; Yu et al., 2011). The literature argues that internal succession
(i.e., ownership transfer within the family) is most often the preferred choice (DeTienne & Chirico,
2013; Wiklund et al., 2013). One driver of this preference is the SEW-induced desire to keep control
and avoid external investors (Jansen et al., 2023). However, evidence shows a strongly increasing
share of external successions (Neckebrouck et al., 2016; Thiele, 2017). Lack of resources or inferior

resource orchestration might force some family firms to accept external succession, and other drivers



are common societal trends (e.g., the decreasing willingness of next-generation family members to
follow the career path of their parents) and the increasing market of potential acquirers (Niedermeyer
et al., 2010; Wennberg et al., 2011).

A financial investor’s takeover of a family firm? may help to overcome the various noted
resource-related challenges that family firms face. Financial investors typically provide financial and
strategic resources and the necessary expertise to orchestrate them as efficiently as possible (Faccio
& Hsu, 2017; Michel et al., 2020; Salerno, 2019). Therefore, financial investors can increase the level
of professionalism and, hence, support family firms’ gaining a competitive advantage and growing.
However, not all family-firm takeovers by financial investors are successful, indicating the need for
further research on this topic. For example, several financial investors owned the Fristads Kansas
Group, a Scandinavian workwear manufacturer, between 1999 and 2015. Inappropriate strategic
decisions (Ddmon, 2017) did not allow using resources effectively and, hence, harmed the firm’s
financial performance. While research dedicated to financial investors’ value creation is still largely
lacking, the general literature on financial investors has revealed three types of value-creation
measures: operational, strategic, and governance engineering (Berg & Gottschalg, 2005; Jensen,
1989; Kaplan & Stromberg, 2009).

Theoretical framework

Based on our underlying theory—resource-based view and resource orchestration—we
describe our theoretical framework, comprising potential conditions for a successful family-firm
takeover. Our research aims to understand how financial investors create value in family firms after a
takeover. As the previous section outlined, financial investors might help the acquired family firms

by providing further resources and helping to mobilize and coordinate them, ultimately leading to

2 There are several types of financial investors: venture capital investors, private equity investors, industry holdings, and
family offices.



competitive advantage and financial success. Combining research on resources (e.g., Chirico et al.,
2011; Hitt et al., 2011) and financial investors (e.g., Berg & Gottschalg, 2005; Jensen, 1989; Kaplan
& Stromberg, 2009) reveals three firm-level measures (i.e., governance-related, strategy-related, and
operational changes in the acquired firm, described in detail below) that financial investors typically
use to create value in acquired firms by providing and better orchestrating available resources
(governance-related changes, strategy-related changes, and operational changes in the acquired firm,
as described in detail below). Moreover, prior research has highlighted the importance of
environment-related conditions (i.e., the market situation) and owner-level conditions (i.e., investor
fit) for resource orchestration in general (Chen & Tian, 2022; Chirico et al., 2011; Miao et al., 2017)
and for successful firm takeover in particular (Achleitner et al., 2010a; Phalippou & Zollo, 2005).
Building on this literature, we next present the theoretical frame that guided our analysis. The
framework consists of five conditions that emerged from our reading of prior research.

Firm-level conditions. Financial investors are typically active investors with a dedicated plan
for how to adjust resources in the acquired firm and, hence, improve firm value (Achleitner et al.,
2010a; Kaplan & Stromberg, 2009). As noted above, prior research has identified three different
areas that financial investors target when planning resource-related changes in firms.

Governance measures. First, financial investors often change the firm’s governance after a
takeover. Due to the unity of ownership and control and the resulting lower agency costs (Jensen,
1986), family firms should generally be very efficient in resource deployment. However,
inappropriate incentive schemes, altruism, and nepotism might create capital and managerial
constraints (Acharya et al., 2013) that lower the amount and quality of available resources and their
orchestration. Financial investors might overcome such constraints by replacing top management
(Acharya et al., 2013), adapting managerial and employee compensation (for instance, by offering

stock options) (Jensen & Murphy, 1990), as well as making changes to the compensation of various



boards. As such, financial investors might better motivate and mobilize employees and coordinate
available resources, thereby increasing firm efficiency (Jensen, 1989) and, ultimately, the financial
performance of the acquired firm.

Strategic measures. Second, financial investors often change key strategic aspects after a
takeover. While family ownership typically implies stable ownership and patient capital (Konig et al.,
2013), their financing strategy also implies lower levels of debt (Achleitner et al., 2008), limiting the
amount of financial resources available. Moreover, family-firm idiosyncrasies often entail inertia
(Konig et al., 2013), leading them to miss important strategic opportunities. Financial investors
provide family firms with both an adapted financing strategy (Kaplan & Stromberg, 2009) and the
managerial and financial resources to implement major strategic change. Furthermore, many financial
investors pursue strategic add-on acquisitions to drive business-model change and foster growth
(Achleitner et al., 2010a; Valkama et al., 2013). In many cases, the additional knowledge and assets
that such add-on acquisitions provide enable family firms to better leverage their own existing
resources. In addition, many financial investors hire strategic advisors and external consultants
(Kaplan & Stromberg, 2009), which helps overcome family-firm internal limitations in quantity and
quality of human resources (Mitter et al., 2012; Sirmon & Hitt, 2003).

Operational measures. Third, financial investors frequently optimize the operations of the
acquired family firm to increase revenues and decrease costs (Achleitner et al., 2010a; Kaplan &
Stromberg, 2009). While the owner-manager unity and the entailed focus on parsimony (Konig et al.,
2013) often imply superior resource structuring and, hence, family firms’ efficiency, their focus on
non-financial goals (Berrone et al., 2012) might lead to operational inefficiencies (Bernstein &
Sheen, 2016). For instance, the focus on reputation and social ties to stakeholders reduces family-
firm owner-managers’ willingness to engage in major restructuring and employee downsizing

(Stavrou et al., 2007). Financial investors are known to influence resource bundling and leveraging



by introducing (among others) such operational changes (Achleitner et al., 2010a; Achleitner &
Figge, 2014; Kaplan, 1989) as increasing sales by changing the market focus or selling to other
regions’ customers (e.g., by changes in the marketing and sales department), increasing the margins
(e.g., by cutting costs through dismissals, process optimizations, or changes in the product mix), or
optimizing capital expenditures and working capital.

Environment-level conditions. In addition to the firm-level value-creation approaches that
financial investors might take to enhance firm value, the environment (e.g., macroeconomic
condition or industry dynamics) also affects the financial success of family-firm takeovers
(Achleitner et al., 2010a; Phalippou & Zollo, 2005). The underlying reason is that the available
resources and the success of their effective orchestration also depend on the environment in which
the firm is embedded (Wright, 2012). Specifically, the success of takeovers is often procyclical and
strongly dependent on public stock-market returns. The performance of takeovers decreases with the
average interest-rate level and increases with the average GDP growth rate (Phalippou & Zollo,
2005). Furthermore, major market and industry disruptions impact the performance of financial
investors’ takeovers (Achleitner et al., 2010b). In favorable environments, family firms might sell
due to either attractive sales prices or the lack of a family-internal successor; otherwise, the
motivation to sell might stem from turnaround requirements (Schickinger et al., 2018).

Owner-level conditions. Despite their similarities, not all financial investors are the same
(Kammerlander & Bertschi-Michel, 2023). Owner-level conditions must be considered in family-
firm takeovers, as extant research suggests. The interaction of family firms and financial investors
bears tensions (Schickinger et al., 2018) that might affect resource orchestration. Examples include
tensions due to pursuing different goals and families’ and financial investors’ different strategic time
horizons (Berrone et al., 2012; Dreux, 1993; Poutziouris, 2001; Sirmon & Hitt, 2003), which might

require different resource-deployment settings. Research has indicated that the following



characteristics of financial investors might particularly determine their interaction with the family
firm (Ahlers et al., 2014; Schickinger et al., 2018): first, the financial investor’s prior experiences
with family firms (and/or small or medium-sized businesses) and knowledge about their resource
idiosyncrasies; second, industry experience; third, a convergence of the time horizons in strategic
planning (i.e., long-term vs. short-term holding periods of the financial investor). Fulfilling these
aspects improves the financial investor’s understanding of the unique resources that family firms
possess, the resources they lack, and how resource orchestration in family firms works. As such, a
better investor fit might help the investor in creating value in acquired family firms.

Extant literature suggests that financial investors add resources to the acquired firm and affect
the firm’s resource orchestration, aiming to make it more effective and ultimately lead to value
creation. The literature identifies several measures that financial investors may take, as well as
potential boundary conditions, including the market environment. However, to date, we do not have
any insights into whether financial investors “pull all levers” simultaneously to optimize the family
firms’ resources and their deployment or selectively engage in improvement activities. Moreover, the
effect of the various levers might be contingent on the market situation or the investor fit. As
previous research suggests, the interaction between family businesses and financial investors is
fraught with tension. We must gain a better understanding of the specific configurations that lead to
value creation. Current knowledge does not allow us to speculate on the complementarity vs.
substitutability of the various value-creation measures; hence, we chose an exploratory pattern-
detecting approach.

METHODOLOGY AND ANALYSES
Fuzzy-set qualitative comparative analysis
Our study builds on the fuzzy-set QCA (fsQCA) approach that Ragin (2000) introduced.

FsQCA allows the structuring of case-centered analyses, improving comparative research (Fiss,



2011) and simultaneously preserving the richness and insights of qualitative approaches. We consider
fsQCA an appropriate methodology for our research study; it allows us to systematically answer our
research question, which aims to identify different configurations or patterns that result in a specific
outcome, i.e., a successful family-firm takeover. Furthermore, fSQCA, which originated in Boolean
and fuzzy algebra, facilitates researchers’ analysis of medium-sized samples and leveraging
combinatorial logics to identify necessary or sufficient combinations of conditions that will result in
the occurrence of the defined outcome (Fiss, 2009). Therefore, each case in this study reflects a
variety of theoretical properties that help explain a financial investor’s successful takeover of a
family firm. The use of fSQCA provides various advantages in answering our research question,
including a more holistic investigation of complexities—because it builds on the tenets of equifinality
(i.e., different paths can result in the same outcome)—and causal conjectures (i.e., the effect of a
condition is also visible in combination with others) (Schneider & Eggert, 2014). In contrast to
quantitative approaches, fSQCA reflects qualitative differences between individual cases and
provides more structured insights than entirely qualitative analyses (Miller, 2018). Due to the
multilevel characteristics of successful family-firm takeovers (Achleitner et al., 2010a; Achleitner et
al., 2010b) and the broad set of potential value-creation drivers (Achleitner et al., 2010a; Loos, 2007;
Pindur, 2009), we selected fSQCA and collected qualitative data (Kimmitt et al., 2019). So far, a
qualitative, case-based research design has been the prevalent method for investigating the success of
family-firm takeovers (e.g., Achleitner et al., 2010b) because such research designs are well suited to
capturing their complexity (Loos, 2007; Pindur, 2009). By adopting a qualitative research design, we
can interpret the individual solution paths, improving theorizing (Kimmitt et al., 2019; Miller, 2018;
Wilhelm et al., 2019). Therefore, qualitative case-based data combined with rigorous fsQCA
methodology is ideal for creating novel insights in research fields such as ours (Toth et al., 2017).

Empirical context and data collection



To study what configurations lead to successful family-firm takeovers, we rely on a sample of
financial-investor takeovers of medium-sized family firms in the German-speaking area, due to their
importance for the economy and the typical common strengths and weaknesses of this specific type
of firm (De Massis et al., 2018). On the one hand, German medium-sized family firms strongly focus
on innovation and are often regional or even (inter)national leaders (De Massis et al., 2018), pointing
to superior resource orchestration. On the other hand, they typically lack financial resources, due to
their aversion to external capital (Habbershon & Williams, 1999), indicating improvement potential
regarding resource levels and orchestration. Hence, this form of organization was highly relevant for
our analysis. We also aimed to ensure that the researchers and interviewees shared the same native
language, allowing them to better engage in in-depth discussions and secure their understanding of
fine nuances during interviews.

We collected qualitative data appropriate for fSQCA approaches (Kimmitt et al., 2019; Miller,
2018; Wilhelm et al., 2019). Qualitative case-based approaches are a common method for
investigating takeover processes because they can capture their complexities (e.g., Achleitner et al.,
2010b), thereby improving theorizing (Kimmitt et al., 2019; Miller, 2018; Wilhelm et al., 2019).
Combining in-depth qualitative case-based data with rigid fsQCA methodology is adequate for
generating novel insights (Téth et al., 2017).

As a first step, to build up our sample, we purchased a list including 1,000 financial German-
speaking investors in the area. Using the DDW (Die Deutsche Wirtschaft) database, we excluded
financial investors with little or no exposure to family firms and little or no recent deal flow, resulting
in 138 potentially interesting interviewee partners. As a second step, we contacted the financial
investors via e-mail and explained our research question and the research design. In total, 65
investors responded, of whom 35 were able and willing to disclose detailed information about their

takeovers, resulting in 35 case interviews. To ensure comparability, all 35 cases shared the following



characteristics: (1) Financial investment after 2012, based in the German-speaking area; (2) Mature
business life-cycle of acquired target; (3) Major shares owned by family pre-investment, no previous
investment of a financial investor prior to takeover; (4) Small-to-medium-sized family firms (annual
revenue up to EUR 250 million) pre-investment. In addition, we also used interviews with experts
who were knowledgeable about the cases to double-check and validate the insights that the
semistructured case interviews generated, comparable to previous research in this area (Castellarin et
al., 2023; Waldkirch et al., 2021). In more detail, we asked the experts who had acted (for instance)
as the consultants or the lawyers working on the specific deals about their own perspectives on the
specific takeover cases in our sample. Their answers helped us to gain an insightful and
knowledgeable outside perspective on our cases, to correctly interpret and assess the insiders’ (e.g.,
investment professionals’) answers, and to generally triangulate our findings.

We conducted a total of 52 interviews, mainly in the form of video conferences, due to the
global COVID-19 pandemic and rigid travel restrictions. Based on our theoretical framework, we
developed a semistructured interview guide (available from the authors), including general questions
about the financial investor, its typical strategy, the motivation for acquiring a specific firm, and
detailed questions about a highly memorable takeover (i.e., information regarding the acquisition, the
portfolio work during the holding period, and information regarding the sales process). On average,
the semistructured interviews lasted 45 minutes, and we recorded and transcribed them, resulting in
424 pages of verbatim interview transcripts. Table 1 provides an overview of the interviewees’ key

characteristics.

Explanatory conditions and calibration of set memberships
As a set-theoretic methodology, fsSQCA builds on theoretical conditions that might impact the

focal outcome variable (i.e., successful takeover) and are theoretically motivated (Douglas et al.,



2020; Greckhamer et al., 2008). Like previous studies (e.g., Cao et al., 2022; Colovic et al., 2022),
our theoretical framework was based on three general theoretical conditions derived from existing
literature (see section on theoretical background; e.g., Achleitner et al., 2010a; Schickinger et al.,
2018), which might impact the success of takeovers: (a) firm-level conditions, (b) environment-level
conditions, and (c) owner-level conditions. As already outlined in the theoretical background section,
we split these three categories into five super-conditions to grasp the richness of the empirical data
(Gilbert & Campbell, 2015). Firm-level conditions include (1) governance measures, (2) strategic
measures, and (3) operational measures; environment-level conditions include (4) market situation;
owner-level conditions include (5) investor fit. These “super-conditions” are based on 23 variables

that function as formative indicators. Figure 1 summarizes the research framework.

The fsQCA approach requires calibrating all measures, particularly important for qualitative
data (Basurto & Speer, 2012). Like previous research in comparable studies (e.g., Waldkirch et al.,
2021), we decided on a four-set-fuzzy-set-scale (i.e., fSQCA with values 0.00, 0.33, 0.67, and 1.00)
instead of a binary crisp-set scale. This is because fsSQCA allows us to: (1) capture nuances; (2) better
deal with ambiguity and complexity in the cases; (3) differentiate more precisely between the
individual cases; (4) reveal subtle differences and similarities that might be overlooked with binary
crisp-sets. We set the thresholds of each value for each of the variables after familiarizing ourselves
with the literature, specifically grounding the thresholds for each calibration in theory and our in-
depth understanding of existing research (Miller, 2008).

After completing the interviews and summarizing all insights and information, we assessed
the qualitative information based on our previously set thresholds. We relied on Generic Membership
Evaluation Templates (GMETs). Téth et al. (2017) developed the GMET approach (see example in

the Appendix) to provide maximum transparency and structure in the fSQCA analysis. Following



their guidance, for each of the 35 individual cases, we completed five GMETs (i.e., one GMET per
case and per super-condition; 175 GMETs in total).

We first wrote short assessments for all conditions in the GMETs (see Table 2 in the next
section for an overview and detailed explanations) supported by interview quotes and additional
knowledge from secondary data (e.g., press material). Then, based on the thresholds mentioned
above, we assessed each condition individually via a four-value scale. Subsequently, and in lie with
prior research, we averaged the variables’ scores to derive the super-condition’s score (Basurto &
Speer, 2012). Last, we discussed the outcomes of the GMETs until we reached a consensus (Miles et

al., 2018).

Outcome condition: Successful family-firm takeover

The focal outcome variable of this study is a successful family-firm takeover. While success is
a very broad term, we focus on the financial success of the acquired firm after the financial investor’s
takeover(Achleitner et al., 2010a; Bergstrom et al., 2007; Loos, 2007; Pindur, 2009; Tsai & Yang,
2013). In line with prior research, we evaluated (a) growth in sales and (b) growth in profitability,
compared to both pre-takeover and the competition (Achleitner et al., 2010a; Tsai & Yang, 2013). In
addition, we captured (c) financial arbitrage (i.e., higher exit valuation multiple than entry valuation
multiple) (Achleitner et al., 2010a; Loos, 2007; Pindur, 2009). Last, we measured (d) employee
growth (Kaplan & Stromberg, 2009; Loos, 2007; Pindur, 2009). After evaluating each component
based on the four-value fuzzy-set scale, we calculated the average. Twenty-four out of the 35 cases
were deemed successful and 11 unsuccessful.
Explanatory conditions at the firm, environment, and owner levels

Firm-level conditions. As noted above, we measured firm-level conditions through three

indicators: governance measures, strategic measures, and operational measures. Governance



measures comprise activities related to changing control and oversight, accountability, stakeholder
relations, and internal structure (Acharya et al., 2013; Jensen, 1989; Loos, 2007). These not only
imply additional resources (e.g., managerial talent) but also affect who directs resource orchestration
in the firm. Hence, we measured (1) whether there was a change in the management team (please see
Table 2 for details on coding), and (2) whether family members were further involved in the firm
(Kaplan & Stromberg, 2009), to capture changes in the individuals steering the firm. Moreover, we
measured (3) whether there was a change in management compensation to better align interests and,
hence, reduce agency costs (Jensen, 1989; Kaplan & Stromberg, 2009). As identification with the
firm also drives interest alignment, we further measured (4) whether there was a change in firm
culture after the takeover (Astrachan, 1988). Indeed, research has found that firm culture is very
important to financial performance (Denison, 1984). For the same reason, we measured (5) whether
there was a change in the family firm name because, very often, the firm name and the family name
are closely related (Jaskiewicz, et al., 2016). Last, we measured (6) whether risk attitude (i.e., the
willingness to bear the risk, for example, to drive growth) changed after the takeover (Loos, 2007).
Second, strategic measures are oriented toward long-term growth, firm development, and
transformation (i.e., change in the firm’s direction), which often result in a substantial change in the
firm’s resource base and its orchestration (Berg & Gottschalg, 2005). Specifically, we measured (1)
whether there was a change in the business model (Bergstrom et al., 2007) and (2) whether any
strategic merger and acquisition (M&A) was pursued to change the strategic direction and foster firm
growth (Brigl et al., 2016). For instance, stock listing goes along with fundamental changes in
decision-making and provides resources for further growth, so we also measured (3) whether the
legal structure changed (Bergstrom et al., 2007). Changes to the capital structure also substantially
affect the available resources in the family firm and, hence, are a prerequisite for transformation.

Therefore, we measured (4) whether the takeover changed the capital structure because the use of



high leverage in the course of takeovers can foster growth (Jensen, 1989; Kaplan & Stromberg, 2009;
Ljungqvist & Richardson, 2003). Last, we measured (5) whether any strategic advisors were hired to
support the takeover and the value creation within the holding period (Achleitner et al., 2010b), as the
appointment of strategic advisors indicates a major rethinking of the firm’s strategic positioning.

Third, we included operational measures. Compared to strategic measures, operational
measures are primarily geared toward immediate efficiency improvements, cash flow increases, and
cost reduction, to enhance short-term financial performance. Therefore, we measured (1) whether any
operational bottom-line improvement programs were initiated to reduce overall costs (Jensen, 1989;
Kaplan & Stromberg, 2009). We also measured (2) whether sales were expanded internationally
(Loos, 2007; Pindur, 2009; Tomo et al., 2022), (3) whether market focus shifted, and (4) whether
product focus changed (Loos, 2007; Pindur, 2009). Measures (2) to (4) can be achieved by, e.g.,
shifting resources within the marketing and sales department, so they can be effective in the short
term and present rather tactical and execution-oriented changes. Last, we measured (5) whether there
were any changes in the financial planning to improve data transparency and decision-making
processes (Acharya et al., 2011), which, again, allow for increased firm efficiency.

Environment-level conditions. One of the key factors influencing successful family-firm
takeovers is the external environment (Achleitner et al., 2010a). We measured the impact of the
external environment on the takeover success via a multifaceted indicator, namely, the market
situation. Prior research has already revealed the effects of macroeconomic conditions, GDP
development, market cyclicality, and market disruptions on the performance of financial investors’
takeovers (e.g., Kaplan, 1989; Valkama et al., 2013). Therefore, we considered (1) the general
economic conditions, (2) market key characteristics, and (3) market-wide changes to reflect potential
market disruptions during the holding period.

Owner-level conditions. We measured owner-level conditions through a multifaceted



indicator, the investor fit. According to extant literature, it is particularly relevant to understanding
family-firm takeovers (e.g., Bierl et al., 2018; Schickinger et al., 2018). We measured (1) the type of
financial investor and, therefore, how strategically close the financial investor is to family firms. We
considered (2) the investor’s previous experience with family firms and, therefore, how familiar the
financial investor is with their idiosyncrasies (Bierl et al., 2018; Schickinger et al., 2018). We also
considered (3) the investor’s experience in the family firm’s industry. Finally, we considered (4) the
typical holding period of the financial investor and, therefore, the strategic time horizon, which might
foster or hinder the collaboration between family firms and financial investors.

On average, the 35 cases had the following averages: outcome variable successful family-firm
takeover (0.57), governance measures (0.49), strategic measures (0.43), operational measures (0.53),
market situation (0.54), and investor fit (0.57).

Constructing a truth table and deriving an intermediate solution

Having assigned membership scores for all five conditions and outcomes, we ran a first
analysis to identify potential necessary conditions and sufficient (combinations of) conditions
(Schneider & Wagemann, 2010). We used the fSQCA 3.0 software to check for the potential
prevalence of necessary conditions. As we found no high consistency values (above the typically
applied threshold of 0.9) (Greckhamer et al., 2018), we concluded that no individual condition was
necessary for a successful family-firm takeover. In the next step, we used the truth table analysis in
the fsQCA 3.0 software to identify sufficient (combinations of) conditions. We adjusted the
automatically generated truth table in two ways, based on extant research (e.g., Gilbert & Campbell,
2015; Mufioz & Dimov, 2015; Waldkirch et al., 2021): (1) frequency threshold (i.e., the minimum
number of observed cases per configuration) and (2) level of raw consistency. Regarding frequency,
we included all observed solutions in our analysis and covered more than 80% of the cases

(Greckhamer et al., 2018). Regarding consistency, we checked the truth table for breakpoints



(Basurto & Speer, 2012; Schneider & Wagemann, 2010) at various raw consistency levels (i.e., 0.90,
0.95, and 0.99) and ultimately chose 0.90 as the cutoff threshold as it provided a good balance
between solution consistency and solution coverage and was also above the typically required cutoff
point of 0.80 (Greckhamer et al., 2018).

We derived six solution terms in the intermediate solution of the truth table (Table 3). In total,
the solution terms had a solution coverage of 0.831 and a solution consistency of 0.877. Therefore,
they were in line with comparable fSQCA research (Greckhamer, 2016; Kimmitt et al., 2019;
Wilhelm et al., 2019). While the solution coverage shows how much of the overall outcome the
identified solution paths explained, the solution consistency is the ratio of the cases showing both
configuration and outcome and the cases showing the configuration but not the outcome (Pittino et

al., 2018).

Assessing the robustness of the solution

We conducted several robustness tests to scrutinize our results (Douglas et al., 2020;
Skaaning, 2011; Thomann & Maggetti, 2017). First, we increased the consistency threshold to 0.95
(Skaaning, 2011; Toth et al., 2017); we observed no changes in the identified configurations. Second,
we increased the frequency threshold to two (Skaaning, 2011; Téth et al., 2017), and the results
remained largely stable. Third, we changed the proportional reduction in inconstancy score (PRI) to
>0.5 and >0.7 (Douglas et al., 2020). Again, our results remain robust. Fourth, we performed a
CRISP QCA approach, which also aligned with our paths. Table 4 summarizes the outcomes of all
robustness checks.

To further assess the robustness of our solution, we additionally performed an analysis with

the opposite outcome condition, i.e., unsuccessful family-firm takeover, resulting in a set of paths



fundamentally different from those leading to successful takeovers.® Details on all robustness tests
are available from the authors.
In addition, we performed the fSQCA analysis with the individual components of the outcome

separately as a robustness test.* Tables 4 and 5 summarize the main results of the robustness tests.

FINDINGS

Configurations for successful family-firm takeovers

Our fsQCA analysis shows that a successful family-firm takeover can result from multiple
configurations. We identified six solution paths that we inductively grouped into three roles that
financial investors can assume for successful family-firm takeover: (1) incentivizers, (2) optimizers,
and (3) adjacent investors. In what follows, we leverage qualitative insights to provide case narratives
and insightful characterizations, to explain the mechanisms at play and illustrate how additional
resources and adapted resource orchestration by the financial investor lead to financial success when
certain configurations are present (Gilbert & Campbell, 2015; Kimmitt et al., 2019).

Incentivizers (Paths 1, 2a, and 2b). In the first identified solution, the financial investor

3 This robustness check uncovers five paths much different from those in our main analysis for the positive outcome
(“successful family-firm takeover”), which support the argumentation of our main analysis. Paths 1, 2, and 5 show that
pulling one single lever (either governance measures for Paths 1 and 2 or operational measures for Path 5) is insufficient
in times of market stress, i.e., the absence of (a favorable) market situation. This finding is in line with the argumentation
in the main analysis (Path 2a). Path 3 shows that pulling both strategic and operational measures, at the same time might
overwhelm the organization, resulting in an unsuccessful outcome. Hence, in line with our main analysis is the argument
that in “normal times,” financial investors only focus on one selected set of measures. Path 4 shows that the combination
of operational measures and investor fit does not lead to a successful family-firm takeover. Several potential explanations
for this path call for refinement and testing in further research. First, operational measures require much effort, and family
offices might not possess the required resources and expertise to successfully implement them. Second, as a matter of
willingness, operational improvements often go along with employee dismissals, a decision that some German family
offices might not want to make due to their values.

4 The results are in line with our main analysis. Specifically, the nuanced results show that the identified solutions from
the main analysis fully hold for growth in sales and employees, while they are somewhat less stable for growth in
profitability. One explanation might be that profitability growth is a complex matter that only becomes effective over
longer time periods. For financial arbitrage, all paths except Path 1 remain stable. This finding indicates that the sole
focus on governance does not sufficiently optimize resource orchestration to achieve improvements in the financial
arbitrage category.



focuses on governance measures to achieve financial success in the acquired family firms.
Specifically, the respective financial investors professionalize management teams and boards (i.e.,
providing certain human resources that family firms typically lack). Moreover, they take actions to
adapt the compensation structures and improve the firm culture, to mobilize firm members to
leverage the available resources in the best possible way.

Also characterizing the first path, Path 1, is the absence of strategic measures and operational
measures. Hence, in this path, the financial investor focuses solely on improving the governance of
the acquired family firms and purposefully neglects further improvement measures. In this path, the
financial investor bundles the available financial and physical resources, managerial time, and
managerial competencies, to pursue governance improvements to the best possible degree. Such a
focus indicates that on the one hand, financial investors’ resources are limited (Bernile et al., 2007)
and, on the other hand, family-firm takeovers are more complex than non-family-firm takeovers—
particularly regarding corporate governance—due to inherent family dynamics (Chua et al., 1999).
Hence, working on improving family-firm governance might be particularly time- and resource-
consuming and need much coordination.

An example of this path is Case L, the successful takeover of a bicycle manufacturer by a
private-equity investor. The owning family had aimed for a sale to a financial investor because they
faced internal succession challenges and saw the need to increase the firm’s degree of

professionalism and intensify growth:

“The family firm was owned and managed by two family members. However, they were getting old and wanted to
retire. We successfully managed the external succession and replaced the former family managers with external
managers.”

By replacing the family members as key decision-makers, the financial investor also triggered
various other governance changes, such as changing the risk profile, changing the firm culture, and

increasing professionalism.



“Next to the top management, we also hired several second-level managers [...]. In addition, we introduced an
employee incentivization program to align interests and better motivate the managers. [...] Furthermore, we
conducted management workshops to discuss and align guardrails for the company culture.”

By introducing such governance measures, the financial investor not only reduced family-
related agency costs but also attracted better-educated employees as top managers. As such, they
could add valuable human resources that the family firm had lacked.> But the financial investor not
only added new resources; acting as a sparring partner in discussions with top management and
making the family firm independent of the former owning family could help the management
structure and leverage the available resources: “In a first step, we improved the degree of
professionalism, and going further, the firm is ready to grow [...] as a next step.” Considering the
choice of this specific approach (i.e., focusing solely on governance measures), the financial investor

representative recalled in the interview with us:

“We see adjustments of the management, culture, and compensation packages as key during our holding period.
After implementing those adjustments, however, we will exit the firm, and the next potential owner can build on
solid firm governance and focus on growth and increasing the operational efficiency.”

In addition to the presence of governance measures, the second path, Path 2a, is notable for
the presence of strategic measures and the absence of (a favorable) market situation. Like the
previous path, a substantial focus on governance improvements after the takeover characterizes this
path. However, in Path 2a, the family firm faces market turbulence. Consequently, a mere focus on
governance improvements is not sufficient to achieve financial success; the financial investor must
also focus on strategic measures to ensure continuing competitive advantage.

An example of this path is Case AG, the takeover of a car repair shop chain by a private-
equity investor. The initial investment assumption of the financial investor was providing resources

and resource orchestration knowledge to finance growth.

3 Lacking human resources is a key challenge for many family firms (Howorth et al., 2004; Shanker & Astrachan, 1996;
Sirmon & Hitt, 2003).



“The family firm has grown strongly over the last years and reached a stage and size that exceeded the capabilities
of the owning family and their employees. [...] New external capabilities and knowledge were necessary to reach
the next level of the firm’s development.”

Hence, the financial investor initially focused on improvements in corporate governance.

“After the takeover, we have changed the firm’s culture, it was initially a very dusty and rusty culture. We
modernized the culture, incorporated flat hierarchies, and set up an employee compensation model for more
than 500 employees.”

However, soon after the takeover, the firm faced significant COVID-19 market turbulence.
Market conditions significantly deteriorating and interrupting the firm’s day-to-day business made
strategic reconfigurations necessary, to mitigate the lockdown’s negative impact.

“Unfortunately, the firm was strongly impacted by the global COVID-19 pandemic. [...] During the lockdowns,
fewer cars were on the road. Hence, the sales dropped by more than 30% across all the core markets.”

As a result of the substantial sales decline, the financial investor supported the management in

planning various strategic reconfigurations to tackle the unfamiliar environment.

“We changed the business model from a typical car repair shop to an emergency service provider. [...]
Therefore, we were able to stabilize the topline decline and increased valuation due to changed comp set. [...]
The key in this situation was to shift all the available resources and the attention to work on this business-model

shift.”

By actively changing the focus of how the company leveraged resources, the financial
investor could make the takeover financially successful.

The presence of (a favorable) market situation and the absence of investor fit (in addition to
governance measures) characterizes the third path, Path 2b. Similar to the previous two paths (Paths
1 and 2a), the focus of the financial investor is, again, the improvement of governance. However, in
this path, a favorable, highly attractive external market situation compensates for the absence of
investor fit.

An example of this path is Case AD, the takeover of a business service firm by a private-
equity investor, following a buy-and-build strategy. “We focus on solid, profitable firms with a

downside-protection and a non-cyclical business model that are looking for partners that support



them.” To improve resource availability and orchestration, the financial investor first rebuilt the

governance structure, an important prerequisite for achieving financial success.

“We firstly hired a new management team; later, the firm culture changed, and the risk appetite increased
significantly.”

However, the financial investor had neither a dedicated family-firm focus (or experience with

this type of firm) nor a dedicated industry focus on the service sector.

“We are a typical private-equity investor with a holding period of roughly four years. We are investing across
industries and across business types.”

As a consequence, the investor was aware of neither the unique idiosyncrasies of family firms
nor their unique resource bundles and challenges, making it difficult for the investor to orchestrate
resources appropriately. More specifically, the financial investor quickly faced internal troubles after
the takeover, due to prejudices among the employees that put the success of the takeover at risk. “A¢
the beginning, we faced several internal problems because the employees were very skeptical toward
us as the new owner.” However, due to the positive market situation, the measures the financial
investor took (regarding growth and profit) quickly turned out to be successful. They also benefited
employees, convincing even the skeptical employees to support the financial investor’s ambitions and

the buy-and-build strategy.

“Luckily, our growth ambitions were supported by favorable market conditions. Hence, the employees saw the
positive development very quickly. [...] Buoyed by the first successes of our new strategy, we were able to
convince skeptical employees and inspired them with our growth plans.”

All three paths (Paths 1, 2a, and 2b) highlight a solution in which the major focus is on taking
governance measures that provide the family firm with required (human) resources and knowledge of
how to best allocate and deploy resources across the firm. The solution is remarkable in two ways.
First, it emphasizes that financial investors may focus their resources and managerial capacities on a
single area of improvement (i.e., governance measures) due to their limited resources (Bernile et al.,

2007) and deliberately disregard other areas of improvement (i.e., strategic measures and operational



measures). However, if unforeseen events (e.g., pandemics) require it, they increase their resource
investments in the specific firm to master the challenging situation (e.g., by additionally working on
strategic improvements). Second, for financial investors lacking an understanding of unique family-
firm idiosyncrasies, the sole focus on governance measures is not sufficient. For a successful
takeover, favorable market conditions must bolster the acquisition. We summarize the first solution
as follows:

Proposition 1: In their role as “incentivizers,” financial investors can achieve financially successful
family-firm takeovers by focusing solely on governance measures.

Proposition 2a: In times of market turbulence, in their role as “incentivizers,” financial investors can
achieve financially successful family-firm takeovers by combining governance measures and
strategic measures.

Proposition 2b: In times of prospering markets, financial investors, in their role as “incentivizers,”
can achieve financially successful family-firm takeovers by focusing solely on governance measures
even if investor fit is missing, because the market situation compensates for the inferior
understanding of the target.

Optimizers (Paths 3a and 3b). Also, in the second identified solution, financial investors
focus their attention on one single improvement area. Whereas “incentivizers” tackled governance-
related issues, the “optimizers” that comprise the second solution put their resources into improving
the operations of the acquired firm.

In addition to operational measures (and the absence of governance measures), the absence
of investor fit characterizes Path 3a. Hence, the financial investor is likely unfamiliar with the unique
idiosyncrasies of family firms (Anderson & Reeb, 2003; Carney, 2005). This lack of familiarity
makes it difficult to focus on governance changes, typically complex in family firms due to the
overlap of the family and the business system (Habbershon & Williams, 1999) and requiring intimate
knowledge about family-firm idiosyncrasies. Consequently, the focus of “optimizers” is on

orchestrating operational changes within the acquired family firms, typically a core strength of

financial investors (Loos, 2007; Pindur, 2009). In contrast to governance measures, operational



measures require much less family-firm-specific expertise to turn out successfully. Hence, the
financial investor bundles its available resources and focuses solely on operational improvements, to
optimize allocation and orchestration of the resources in the acquired family firm.

An example of this path is Case AY, the takeover of a healthcare family firm by a private-
equity investor.

“The family realized that a holistic cost-cutting project is required to become competitive again. However, the
family was afraid of being responsible for this hard step because they also live in the same region as the firm. [ ...]
However, we are very experienced with such projects and do not have this personal relationship with the firm.”

After the takeover, the financial investor supported the development of a value-creation plan
and identified several areas for development, thereby supporting orchestrating resources within a

production company in an efficient way, with direct knowledge of how to do it:

“At the beginning of the investment, we [...] work on a value-creation plan, which is the agenda for the upcoming
holding period. [...] In this specific case, one major improvement driver was the improvement of the operational
footprint because the firm had many inefficient production sites, which we consolidated and therefore increased
the operating margin by more than five percentage points.”

The financial investor had no preferences for family-owned firms or a specific industry;

instead, it operates very opportunistically in identifying investment targets.

“We invest in all kinds of firms with which we believe we can earn some money. [...] We mainly focus on internal
topics like cost-cutting, production footprint, and efficiency increase of processes; therefore, we do not need
explicit family or industry expertise.”

To safeguard the implementation of the value-creation plan, the financial investor has internal
operational experts who work closely with the portfolio firms’ management, thereby contributing
valuable human resources. “Next to the investment team, we have an operational team, focusing on
implementing the measures concepts.”

The second path, Path 3b, presents a combination of the presence of operational measures
(and absence of governance measures) and (a favorable) market situation. Similar to Path 3a, the key
focus of the respective “optimizer” financial investor is on orchestrating operational improvements.

Here, a favorable market that strengthens the payoff of the implemented improvements further



supported the success of implemented operational measures.

An example of this path is Case F, the takeover of a healthcare firm by a private-equity
investor. The financial investor supported only a few changes to the firm’s governance to prepare the
firm for the following growth strategy. Instead, it focused on boosting the firm’s revenues by selling
the products to international customers.

“The main reason for our investment into the firm was growth financing. [...] We supported the expansion into
more than eight countries and simultaneously extended business relationships with new customer groups. [...]
There was no time for other major changes and work because the expansion required all of our attention and
resources.”

The financial investor actively supported the decision-making processes in companies to
which the firm expanded, allocating resources by providing human resources and their respective

expertise.

“We supported a dozen internationalization procedures, hence, we have the right knowledge and experience.
Therefore, we were able to steer the company and support the decision toward what countries to go to.”

A favorable market environment supported the fast revenue increase that allowed growth.

“The market for the firm’s products is very strongly growing with double-digit CAGR, which pushes
international expansion. [...] As a result of the internationalization push and the strongly growing market, we
were able to double annual sales within a few years.”

Once again, the financial investor in this case explicitly focuses on one improvement area
(i.e., operational measures) and consciously ignores other potential improvement areas, to
concentrate its efforts and resources.

Proposition 3a: In their role as “optimizers,” financial investors can achieve financially successful
family-firm takeovers by focusing solely on operational measures, even in cases lacking investor fit.

Proposition 3b: Favorable market situations support financial investors in their roles of “optimizers”
to achieve financially successful family-firm takeovers by focusing solely on operational measures.

Adjacent investors (Path 4). A combination of the presence of (a favorable) market situation
and investor fit as well as the absence of strategic measures characterize the third identified solution

for successful family-firm takeovers (“adjacent investors,” Path 4). As the solution does not require



any improvement measures—governance-related, strategic, or operational—we can assume that
financial investors following this path take on a less active investor role. One could assume that the
financial investor’s limited resources lead to shying away from investing resources in the company or
trying to substantially rearrange the target’s resource orchestration. Rather, it takes a “hands-off”
approach. Its unique understanding of the target (investor fit) provides the knowledge for meeting
situations in which it must take action. Moreover, the overall positive market situation makes it
possible to provide much (governance-related, strategic, and operational) freedom to the acquired
family firm and to refrain from implementing further improvements.

An example of this path is Case P, the takeover of a software firm by a financial investor that
focuses on family-owned or founder-led software firms. The financial investor has a deep
understanding of the unique family-firm idiosyncrasies and extensive market and industry expertise.
Compared to cases of other paths, the financial investor has limited capital inflow and, hence, fewer
available financial resources and less managerial capacity to actively steer the portfolio firms after

takeover.

“I would say we are a mix of a private-equity investor and a family office because we have a planned holding
period of around five years, but all of our capital stems from our founder and owner.”

The financial investor observes potential takeover candidates for a long time before making a
takeover decision and has regular exchanges with the owning family. Furthermore, before a potential
investment, the investor offers advice to the family firm and supports the potential investment targets,
to achieve the best possible investor fit.

“We were in contact for around three years before we finally invested in the company. [...] During this time, we
had several management touchpoints in which we discussed potential [...] ways of collaboration. Thereby, we
built a remarkably close relationship with the owners, and as soon as they wanted to sell, we were the most obvious
and most reliable buyer.”

In addition to the strong focus on (former) family firms, the financial investor focused on the

software market and, therefore, might have been able to screen the specific market and assess the



respective firm in a more advanced way and more efficiently than other financial investors without a
dedicated focus. “We are a pure software investor, that’s our home turf. We only invest in firms that
understand the underlying business and market.” A generally prospering software market in
Germany that has not experienced any major disruptions or setbacks in recent years makes this focus
and approach possible.

Proposition 4: In their role as “adjacent investors,” financial investors can achieve financially
successful family-firm takeovers by taking a “hands-off” approach and profiting from investor fit and
favorable market situations.

A model of configurations of successful family-firm takeovers

Our research aim was to identify the configurations that allow financial investors to be
financially successful in family-firm takeovers. Figure 2 summarizes the model that emerged from
our fSQCA analysis. It outlines three solutions (incentivizers, optimizers, adjacent investors)
associated with financially successful family-firm takeovers by financial investors. As our model
outlines, two solutions (incentivizers, optimizers) strongly depend on firm-level measures, i.e.,
operative and governance-related improvements, and one path strongly depends on investor fit.

In solution 1 (i.e., incentivizers), the financial investor focuses its resources on improving
family-firm governance, particularly management capabilities, incentive schemes, firm culture, and
family-firm risk-taking. The financial investors provide the family firm with additional resources
(e.g., external managerial talent) and help improve resource orchestration (e.g., through improved
compensation schemes that increase mobilization). In solution 2 (i.e., optimizers), the financial
investors focus their resources on improving family-firm operations, particularly revenue growth and
operational efficiency (e.g., through bundling and structuring the available resources in different
ways). Again, the financial investor provides the family firm with important resources in the form of
expertise on how to change processes, to become more successful. Unlike solution 1, where the

financial investor’s involvement is more “indirect” (e.g., investor affects structure, which influences



resource allocation), the involvement of financial investors as optimizers is often rather direct, e.g.,
appointing operational teams that directly influence resource orchestration. In solution 3 (i.e.,
adjacent investors), the financial investor’s takeover benefits from their deep industry expertise and
thorough understanding of unique family-firm idiosyncrasies. Due to resource constraints, such
financial investors’ role is rather “hands off.” Yet, deep knowledge allows them to affect resource
orchestration in the family firm in a selective, targeted way, e.g., providing valuable managerial
advice. The focus on family firms in favorable markets supports this acquisition approach.
DISCUSSION

Financial investors can have a significant positive effect on firm performance (Bloom et al.,
2015), but not always. Based on an analysis of 35 cases of German family-firm takeovers by
financial investors and embedding our study in resource-related theorizing, we reveal six solution
paths leading to financially successful family-firm takeovers, which we group into three roles that
investors can take: incentivizers, optimizers, and adjacent investors. Hence, we show that the
interplay of financial investors and family firms depends on certain configurations, allowing for more
or less resource orchestration and, hence, value creation. Thus, we discuss how our study contributes
to both management theory and practice.
Theoretical contributions

Our study aims to make three contributions to research. First, prior research has started to
scrutinize whether financial investors create value in family firms (Bloom et al., 2015; Bollazzi et al.,
2004; Marti et al., 2013). We propose that only specific configurations that combine financial
investors’ activities with ownership type and market situation create financial value. Integrating
research on resource orchestration (Chirico et al., 2011; Hitt et al., 2011) with research on financial
investors taking over family businesses (Achleitner et al., 2010a), we argue that embodying specific

configurations particularly enables financial investors to effectively orchestrate the family firm’s



resources. For instance, in a prosperous market, the available knowledge of investors with a good fit
might be sufficient to effectively orchestrate the resources in the family firm and create financial
value (adjacent investor, Path 4). However, when the investor lacks fit and, hence, idiosyncratic
knowledge about family firms, effective resource orchestration can only be achieved by introducing
improvements in governance or operations (Paths 2b and 3a). Interestingly, our research results also
show that favorable market conditions in themselves are not a sufficient driver of family-firm
takeover success. Instead, all identified paths including favorable market conditions combine this
condition with either firm-level improvement measures or an investor fit, indicating the need to
actively manage resources in the acquired firms. As such, our research also informs ongoing
discussions on resource orchestration, by highlighting how effective resource orchestration will
depend on the overall setup. Thus, we challenge extant research on value creation in (former) family
firms (Bloom et al., 2015) by indicating that the effectiveness of resource orchestration might not
follow linear relationships; rather, it depends on the presence of certain patterns.

Moreover, extant research often assumes that financial investors “entirely overhaul” the
acquired family firm and, hence, simultaneously introduce a broad set of changes to governance,
strategy, and operations (Achleitner et al., 2010a; Achleitner & Figge, 2014; Bergstrom et al., 2007).
Our research shows the opposite. In most successful cases, the financial investors engaged in only
one set of measures. Only in case of unfavorable market environments do financial investors seem to
have the urge to engage in two sets of measures, i.¢., those related to strategy and governance (Path
2b). We argue that each of these three sets of measures requires unique resource-management skills
and certain managerial effort dedicated to overseeing the changes. We propose that engaging in more
and different measures would likely overstrain the resources of both the acquired family firm and the
financial investor. Hence, the limited (financial and human) resources of financial investors (Bernile

et al., 2007) as well as the family-firm idiosyncrasies that increase complexity (Chua et al., 1999)



might jointly favor a clear focus on one set of measures. Interestingly, we could not identify any
cases in which investors solely focused on strategic improvements. Instead, they treated strategic
improvements as necessary “add-ons” to governance measures, should market turbulence affect the
acquired family firms (Path 2a). While we leave an elaborate investigation for further research, one
might speculate that resource-orchestration adaptations might be easier and more effective (in the
short- and mid-term) when focusing on governance and/or operations.

Last, we contribute to research on family-firm succession (Wiklund et al., 2013). Research
highlights that family-firm-owner-managers prefer family-internal successors (Dehlen et al., 2014).
Yet, research has increasingly started to investigate various external research routes, such as toward
financial investors (Neckebrouck et al., 2019; Niedermeyer et al., 2010). The results of our research
show that financial investors might be well equipped for adding and orchestrating resources, hence,
increasing the value of the firm and leading to a financially advantageous succession. As such, our
study informs research on external succession by showing that despite the often-mentioned tensions
(Schickinger et al., 2018), financial investors can indeed create value in family firms.

Practical contributions

Our study has practical implications for both owner-managers of family firms and financial investors.
Financial investors may be willing to pay higher prices for a family firm than for other established
firms (Tao-Schuchardt et al., 2022), an attractive offer for family owner-managers. At the same time,
however, financial investors’ offers present a dilemma to family-firm owner-managers, putting at risk
the SEW the owner family has built up over many years. Our findings show financial investors’
dedication to substantially changing the resource orchestration of the family business, focusing
particularly on its governance. That intention might be at odds with the business family having made
all important (e.g., strategic, cultural) decisions for an extended period. Hence, the selling family

must seriously consider what is important to its members, which might affect the choice of investor.



For instance, our results show that investors who are family offices might take a “softer” approach
that preserves some family values and influences decisions regarding their post-takeover involvement
(e.g., advisory-board functions).

Financial investors might learn from our study that it is indeed beneficial to focus on one
specific improvement area instead of aiming to “pull too many levers” at the same time. Hence,
financial investors should critically assess the availability of (financial and human) resources, to
determine where to best allocate them in the acquired family firm and which improvement areas to
tackle at a given point in time. Moreover, regarding governance implications, the findings of our
study indicate the importance of ensuring that the owning family does not get in its own way after
takeover. In particular, financial investors must be aware of potential conflicts (e.g., the family’s
SEW concerns), even if both financial investor and family align on the objective to pursue growth.
Specifically, financial investors will be more willing to take risks and have shorter time horizons than
the owning family. Hence, financial investors would do well to set up contracts in a way that allows
them to quickly professionalize the family firm. Moreover, they should carefully investigate the
market situation and investor fit before deciding to invest.

Policymakers should understand that preserving SEW might hinder family firms’ opening up
to external financing through bank loans or external equity. Our findings show that such investment
can turn out positively. Hence, policymakers might consider ways to address family-business
owners’ concerns by enhancing their financial knowledge, including knowledge about the goals and
working routines of financial investors. Additionally, political and societal discussions have largely
neglected the significant role of alternative investors, such as family offices in private family-
ownership transitions. Family offices often pursue goals that go beyond short-term financial
optimization; these might be attractive buyers of family firms.

Limitations and directions for future research



This study has several limitations that open up interesting avenues for further research. First,
our research used a small sample, based on qualitative interview data. Therefore, we recommend
further large-scale analyses of the fsSQCA membership calibrations. In particular, we cannot claim
statistical generalizability, and scrutinizing our results requires further quantitative analysis. Second,
we mainly interviewed investment professionals. However, we acknowledge that by doing so, we
neglected the view of other parties with potentially diverging opinions (e.g., family members,
employees). Therefore, further studies should investigate the perspectives of different stakeholder
groups. Third, we focused on a German-speaking area. However, we acknowledge that diverse
cultural backgrounds might lead to different views. Furthermore, the private-equity market in the
United States is more mature than that of the analyzed market, thus, potentially incorporating a
distinct perspective. We encourage fellow researchers to build on our insights and extend them by
adding additional conditions (e.g., funding cycle, vintage of the fund). Fourth, our research focuses
on financial investors; yet, in reality, the various types of investors include strategic ones that focus
on control (e.g., over brand or technology) rather than aiming for financial-value maximization.
Further research should include these investors in their analyses. Fifth, we do not differentiate
between the different forms of takeovers (e.g., family involvement after sales; minority vs. majority
investments of financial investors) and reasons for undertaking them (e.g., succession issues vs.
turnaround need). However, we acknowledge that different forms and reasons for takeovers may lead
to different outcomes. Therefore, we encourage fellow researchers to analyze these differences in
more detail. Last, another limitation concerns our focus on financial success improvement rather than
a broader definition of success, including non-financial considerations. Hence, future research should
broaden the definition of takeover success, considering also different stakeholder groups (e.g.,
family, employees, community). In-depth case studies that involve the perspectives of multiple and

different stakeholder groups might be most appropriate for such research endeavors.



REFERENCES

Acharya, V. V., Amihud, Y., & Litov, L. 2011. Creditor rights and corporate risk-taking. Journal of
Financial Economics, 102(1): 150-166.

Acharya, V. V., Gottschalg, O. F., Hahn, M., & Kehoe, C. 2013. Corporate governance and value
creation: Evidence from private equity. The Review of Financial Studies, 26(2): 368-402.

Achleitner, A.-K., Braun, R., Engel, N., Figge, C., & Tappeiner, F. 2010a. Value creation drivers in
private equity buyouts: Empirical evidence from Europe. The Journal of Private Equity,
13(2): 17-27.

Achleitner, A.-K., & Figge, C. 2014. Private equity lemons? Evidence on value creation in secondary
buyouts. European Financial Management, 20(2): 406-433.

Achleitner, A.-K., Herman, K., Lerner, J., & Lutz, E. 2010b. Family business and private equity:
Conlflict or collaboration? The case of Messer Griesheim. The Journal of Private Equity,
13(3): 7-20.

Achleitner, A.-K., Schraml, S., & Tappeiner, F. 2008. Private equity minority investments in large
family firms: What influences the attitude of family firm owners. CEFS Working Paper
Series: Available at SSRN 1299573.

Ahlers, O., Hack, A., & Kellermanns, F. W. 2014. Stepping into the buyers’ shoes: Looking at the
value of family firms through the eyes of private equity investors. Journal of Family
Business Strategy, 5(4): 384-396.

Anderson, R. C., & Reeb, D. M. 2003. Founding-family ownership and firm performance: Evidence
from the S&P 500. The Journal of Finance, 58(3): 1301-1328.

Astrachan, J. H. 1988. Family firm and community culture. Family Business Review, 1(2): 165-1809.

Barney, J., Wright, M., & Ketchen Jr, D. J. 2001. The resource-based view of the firm: Ten years
after 1991. Journal of Management, 27(6): 625-641.

Barney, J. B. 1991. Firm resources and sustained competitive advantage. Journal of Management,
17(1): 99-120.

Basurto, X., & Speer, J. 2012. Structuring the calibration of qualitative data as sets for qualitative
comparative analysis (QCA). Field Methods, 24(2): 155-174.

Bennedsen, M., Stabile, M., & Henry, B. 2023: Birkenstock: Exit the family. Enter a professional
CEO. INSEAD Publishing, Ref 6814, 19 May 2023.

Berg, A., & Gottschalg, O. F. 2005. Understanding value generation in buyouts. Journal of
Restructuring Finance, 2(1): 9-37.

Bergstrom, C., Grubb, M., & Jonsson, S. 2007. The operating impact of buyouts in Sweden: A study
of value creation. The Journal of Private Equity, 11(1): 22-39.

Bernile, G., Cumming, D., & Lyandres, E. 2007. The size of venture capital and private equity fund
portfolios. Journal of Corporate Finance, 13(4): 564-590.

Bernstein, S., & Sheen, A. 2016. The operational consequences of private equity buyouts: Evidence
from the restaurant industry. The Review of Financial Studies, 29(9): 2387-2418.

Berrone, P., Cruz, C., & Gémez-Mejia, L. R. 2012. Socioemotional wealth in family firms. Family
Business Review, 25(3): 258-279.

Bierl, P. A., Schickinger, A., Leitterstorf, M., & Kammerlander, N. 2018. Family Office, Family
Equity und Private Equity - Unternehmerisches Investieren und generationsiibergreifendes
Unternehmertum. Vallendar: WHU, Instittut fiir Familienunternehmen

Bloom, N., Sadun, R., & Van Reenen, J. 2015. Do private equity owned firms have better
management practices? American Economic Review, 105(5): 442-446.



Bollazzi, F., Gervasoni, A., Buttignon, F., Del Giudice, R., Soppelsa, C., Vedovato, M., &
Bortoluzzi, P. 2004. Family business investor buyouts: The Italian case. Emerging Issues in
International Accounting & Business: 991000853256005126.

Brigl, M., Jansen, A., Schwetzler, B., Hammer, B., Hinrichs, H., & Schmundt, W. 2016. The power
of buy and build: How private equity firms fuel next-level value creation. Boston Consulting
Group: Available at https://www.bcg.com/publications/2016/private-equity-power-of-buy-
build.

Cao, D., Wang, Y., Berkeley, N., & Tjahjono, B. 2022. Configurational conditions and sustained
competitive advantage: A fsSQCA approach. Long Range Planning, 55(4): 102131.

Carney, M. 2005. Corporate governance and competitive advantage in family-controlled firms.
Entrepreneurship Theory and Practice, 29(3): 249-265.

Castellarin, E., Pittino, D., Weber, C., & Gillig, H. 2023. Leading to success. A configurational
analysis on leadership and strategic decision making in micro and small entrepreneurial firms.
Working Paper.

Chen, H., & Tian, Z. 2022. Environmental uncertainty, resource orchestration and digital
transformation: A fuzzy-set QCA approach. Journal of Business Research, 139: 184-193.

Chirico, F., Sirmon, D. G., Sciascia, S., & Mazzola, P. 2011. Resource orchestration in family firms:
Investigating how entrepreneurial orientation, generational involvement, and participative
strategy affect performance. Strategic Entrepreneurship Journal, 5(4): 307-326.

Chua, J. H., Chrisman, J. J., & Sharma, P. 1999. Defining the family business by behavior.
Entrepreneurship Theory and Practice, 23(4): 19-39.

Colovic, A., Lamotte, O., & Yang, J. 2022. Investors’ decisions following acquisition
announcements: A configurational analysis of the role of acquirers' resources, capabilities,
and strategic fit with the target firm. European Management Review, 19(1): 75-91.

Croce, A., Marti, J., & Murtinu, S. 2013. The impact of venture capital on the productivity growth of
European entrepreneurial firms: ‘Screening’ or ‘value added’ effect? Journal of Business
Venturing, 28(4): 489-510.

Déamon, K. 2017. Der lange Weg fort vom Finanzinvestor. WirtschaftsWoche: Available at
https://www.wiwo.de/erfolg/management/private-equity-der-lange-weg-fort-vom-
finanzinvestor/20467962.html.

Dawson, A. 2011. Private equity investment decisions in family firms: The role of human resources
and agency costs. Journal of business Venturing, 26(2): 189-199.

Dehlen, T., Zellweger, T., Kammerlander, N., & Halter, F. (2014). The role of information
asymmetry in the choice of entrepreneurial exit routes. Journal of Business
Venturing, 29(2), 193-209.

De Massis, A., Audretsch, D., Uhlaner, L., & Kammerlander, N. 2018. Innovation with limited
resources: Management lessons from the German Mittelstand. Journal of Product
Innovation Management, 35: 125-146.

Denison, D. R. 1984. Bringing corporate culture to the bottom line. Organizational Dynamics, 13(2):
5-22.

DeTienne, D. R., & Chirico, F. 2013. Exit strategies in family firms: How socioemotional wealth
drives the threshold of performance. Entrepreneurship Theory and Practice, 37(6): 1297-
1318.

Douglas, E. J., Shepherd, D. A., & Prentice, C. 2020. Using fuzzy-set qualitative comparative
analysis for a finer-grained understanding of entrepreneurship. Journal of Business
Venturing, 35(1): 105970.



https://www.bcg.com/publications/2016/private-equity-power-of-buy-build
https://www.bcg.com/publications/2016/private-equity-power-of-buy-build
https://www.wiwo.de/erfolg/management/private-equity-der-lange-weg-fort-vom-finanzinvestor/20467962.html
https://www.wiwo.de/erfolg/management/private-equity-der-lange-weg-fort-vom-finanzinvestor/20467962.html

Dreux, D. R. 1993. Financing family business: Alternatives to selling out or going public. Family
Business Review, 5(2): 233-237.

Faccio, M., & Hsu, H.-C. 2017. Politically connected private equity and employment. The Journal
of Finance, 72(2): 539-574.

Fiss, P. C. 2009. Case studies and the configurational analysis of organizational phenomena.
Handbook of Case Study Methods: 424-440.

Fiss, P. C. 2011. Building better causal theories: A fuzzy set approach to typologies in organizational
research. Academy of Management Journal, 54(2): 393-420.

Forcadell, F. J., Ubeda, F., & Zuiiiga-Vicente, J. A. 2018. Initial resource heterogeneity differences
between family and non-family firms: Implications for resource acquisition and resource
generation. Long Range Planning, 51(5): 693-719.

Gilbert, B. A., & Campbell, J. T. 2015. The geographic origins of radical technological paradigms: A
configurational study. Research Policy, 44(2): 311-327.

Greckhamer, T. 2016. CEO compensation in relation to worker compensation across countries: The
configurational impact of country-level institutions. Strategic Management Journal, 37(4):
793-815.

Greckhamer, T., Furnari, S., Fiss, P. C., & Aguilera, R. V. 2018. Studying configurations with
qualitative comparative analysis: Best practices in strategy and organization research.
Strategic Organization, 16(4): 482-495.

Greckhamer, T., Misangyi, V. F., Elms, H., & Lacey, R. 2008. Using qualitative comparative
analysis in strategic management research: An examination of combinations of industry,
corporate, and business-unit effects. Organizational Research Methods, 11(4): 695-726.

Habbershon, T. G., Williams, M., & MacMillan, I. C. 2003. A unified systems perspective of family
firm performance. Journal of Business Venturing, 18(4): 451-465.

Habbershon, T. G., & Williams, M. 1999. A resource-based framework for assessing the strategic
advantages of family firms. Family Business Review, 12(1): 1-22.

Hamadi, M. 2010. Ownership concentration, family control and performance of firms. European
Management Review, 7(2): 116-131.

Heider, A. K., Hiilsbeck, M. & von Schlenk-Barnsdorf, L. 2022. The role of family firm specific

resources in innovation: An integrative literature review and framework. Management Review

Quarterly 72(2): 483-530.

Helfat, C. E., Finkelstein, S., Mitchell, W., Peteraf, M., Singh, H., Teece, D., & Winter, S. G. 2007.
Dynamic capabilities: Understanding strategic change in organizations. John Wiley & Sons.

Hitt, M. A., Ireland, R. D., Sirmon, D. G., & Trahms, C. A. 2011. Strategic entrepreneurship:
creating value for individuals, organizations, and society. Academy of Management
Perspectives, 25(2): 57-75.

Howorth, C., Westhead, P., & Wright, M. 2004. Buyouts, information asymmetry and the family
management dyad. Journal of Business Venturing, 19(4): 509-534.

Jansen, K., Michiels, A., Voordeckers, W., & Steijvers, T. 2023. Financing decisions in private
family firms: a family firm pecking order. Small Business Economics, 61(2): 495-515.

Jaskiewicz, P., Lutz, E., & Godwin, M. 2016. For money or love? Financial and socioemotional
considerations in family firm succession. Entrepreneurship Theory and Practice, 40(5):
1179-1190.

Jensen, M. C. 1986. Agency costs of free cash flow, corporate finance, and takeovers. The American
Economic Review, 76(2): 323-329.

Jensen, M. C. 1989. Eclipse of the public corporation. Harvard Business Review.



Jensen, M. C., & Murphy, K. J. 1990. Performance pay and top-management incentives. Journal of
Political Economy, 98(2): 225-264.

Kammerlander, N., & Bertschi-Michel, A. 2023. Family Wealth Governance and the Role of
Advisors. In M. Carney and M. Dieleman (Eds.) De Gruyter Handbook of Business
Families, De Gruyter, 349-368.

Kaplan, S. N. 1989. The effects of management buyouts on operating performance and value.
Journal of Financial Economics, 24(2): 217-254.

Kaplan, S. N., & Stromberg, P. 2009. Leveraged buyouts and private equity. Journal of Economic
Perspective, 23(1): 121-146.

Kimmitt, J., Mufioz, P., & Newbery, R. 2019. Poverty and the varieties of entrepreneurship in the
pursuit of prosperity. Journal of Business Venturing, 35(4): 105939.

Konig, A., Kammerlander, N., & Enders, A. 2013. The family innovator’s dilemma: How family
influence affects the adoption of discontinuous technologies by incumbent firms. Academy of
Management Review, 38(3): 418-441.

Kranitz, J., Irwin-Brown, D., & Giuroiu, S. 2021. Investing in Europe: Private equity activity 2020.
Invest Europe: Available at https://www.investeurope.eu/media/4004/investing-in-
europe_private-equity-activity 2020 _invest-europe_final.pdf.

Kupp, M., Schmitz, B., & Habel, J. 2019. When do family firms consider issuing external equity?
Understanding the contingent role of families’ need for control. Journal of Family Business
Management, 9(3): 271-296.

Kurta, E., & Kammerlander, N. 2022. Are family firms the preferred acquisition targets? M&A
Review, 11, 1-4.

Le Breton-Miller, 1., & Miller, D. 2006. Why do some family businesses out-compete? Governance,
long-term orientations, and sustainable capability. Entrepreneurship Theory and Practice,
30(6): 731-746.

Ljungqvist, A., & Richardson, M. 2003. The cash flow, return, and risk characteristics of private
equity. NBER working paper: 9454.

Loos, N. 2007. Value creation in leveraged buyouts: Analysis of factors driving private equity
investment performance. Springer Science & Business Media.

Mahoney, J. T. 1995. The management of resources and the resource of management. Journal of
Resources and the Resource of Management, 33(2): 91-101.

Marti, J., Menéndez-Requejo, S., & Rottke, O. M. 2013. The impact of venture capital on family
businesses: Evidence from Spain. Journal of World Business, 48(3): 420-430.

Miao, C., Coombs, J. E., Qian, S., & Sirmon, D. G. 2017. The mediating role of entrepreneurial
orientation: A meta-analysis of resource orchestration and cultural contingencies. Journal of
Business Research, 77: 68-80.

Michel, A., Ahlers, O., Hack, A., & Kellermanns, F. W. 2020. Who is the king of the hill? On
bargaining power in private equity buyouts. Long Range Planning, 53(2): 101859.

Miles, M. B., Huberman, A. M., & Saldana, J. 2018. Qualitative data analysis: A methods
sourcebook. Sage publications.

Miller, D. 2018. Challenging trends in configuration research: Where are the configurations?
Strategic Organization, 16(4): 453-469.

Mitter, C., Duller, C., Feldbauer-Durstmiiller, B., & Kraus, S. 2012. Internationalization of family
firms: The effect of ownership and governance. Review of Managerial Science, 8(1): 1-28.

Mufioz, P., & Dimov, D. 2015. The call of the whole in understanding the development of
sustainable ventures. Journal of Business Venturing, 30(4): 632-654.



https://www.investeurope.eu/media/4004/investing-in-europe_private-equity-activity_2020_invest-europe_final.pdf
https://www.investeurope.eu/media/4004/investing-in-europe_private-equity-activity_2020_invest-europe_final.pdf

Neckebrouck, J., Manigart, S., & Meuleman, M. 2016. Attitudes of family firms toward outside
investors: The importance of organizational identification. Venture Capital, 19(1-2): 29-50.

Niedermeyer, C., Jaskiewicz, P., & Klein, S. B. 2010. Can't get satisfaction? Evaluating the sale of
the family business from the family’s perspective and deriving implications for new venture
activities. Entrepreneurship & Regional Development, 22(3-4): 293-320.

Phalippou, L., & Zollo, M. 2005. What drives private equity fund performance? Working paper.
Financial Institutions Center, Wharton School, University of Pennsylvania.

Pindur, D. 2009. Value creation in successtul LBOs. Springer Science & Business Media.

Pittino, D., Visintin, F., & Lauto, G. 2018. Fly away from the nest? A configurational analysis of
family embeddedness and individual attributes in the entrepreneurial entry decision by next-
generation members. Family Business Review, 31(3): 271-294.

Poutziouris, P. Z. 2001. The views of family companies on venture capital: Empirical evidence from
the UK small to medium-size enterprising economy. Family Business Review, 14(3): 277-
291.

Ragin, C. C. 2000. Fuzzy-set social science. University of Chicago Press.

Ragin, C. C. 2006. Set relations in social research: Evaluating their consistency and coverage.
Political Analysis, 14(3): 291-310.

Roig-Tierno, N., Huarng, K.-H., & Ribeiro-Soriano, D. 2016. Qualitative comparative analysis: Crisp
and fuzzy sets in business and management. Journal of Business Research, 69(4): 1261-
1264.

Salerno, D. 2019. Does the private equity financing improve performance in family SMEs? Journal
of Family Business Management, 9(1): 110-124.

Schickinger, A., Bierl, P. A., Leitterstorf, M. P., & Kammerlander, N. 2021. Family-related goals,
entrepreneurial investment behavior, and governance mechanisms of single family offices: An
exploratory study. Journal of Family Business Strategy, 100393.

Schickinger, A., Leitterstorf, M. P., & Kammerlander, N. 2018. Private equity and family firms: A
systematic review and categorization of the field. Journal of Family Business Strategy, 9(4):
268-292.

Schneider, C. Q., & Wagemann, C. 2010. Qualitative comparative analysis (QCA) and fuzzy-sets:
Agenda for a research approach and a data analysis technique. Comparative Sociology, 9(3):
376-396.

Schneider, M. R., & Eggert, A. 2014. Embracing complex causality with the QCA method: An
invitation. Journal of Business Market Management, 7(1): 312-328.

Shanker, M. C., & Astrachan, J. H. 1996. Myths and realities: Family businesses’ contributions to the
US economy. Family Business Review, 9(2): 107-123.

Sirmon, D. G., Barney, J. B., Ketchen, D. J., Wright, M., Hitt, M. A., Ireland, R. D., & Gilbert, B. A.
2011. Resource orchestration to create competitive advantage. Journal of Management,
37(5): 1390-1412.

Sirmon, D. G., & Hitt, M. A. 2003. Managing resources: Linking unique resources, management, and
wealth creation in family firms. Entrepreneurship Theory and Practice, 27(4): 339-358.

Sirmon, D. G., Hitt, M. A., & Ireland, D. R. 2007. Managing firm resources in dynamic
environments to create value: Looking inside the black box. Academy of Management
Review, 32(1): 273-292.

Skaaning, S.-E. 2011. Assessing the robustness of crisp-set and fuzzy-set QCA results. Sociological
Methods & Research, 40(2): 391-408.

Serensen, M. 2007. How smart is smart money? A two-sided matching model of venture capital. The
Journal of Finance, 62(6): 2725-2762.



Stiftung Familienunternehmen, H. 2019. Die volkswirtschaftliche Bedeutung von
Familienunternehmen. ZEW - Leibniz-Zentrum fiir Europdische Wirtschaftsforschung
Mannheim und vom Institut fiir Mittelstandsforschung Mannheim, 5. Auflage.

Stavrou, E., Kassinis, G., & Filotheou, A. 2007. Downsizing and stakeholder orientation among the
Fortune 500: Does family ownership matter?. Journal of Business Ethics, 72: 149-162.

Tao-Schuchardt, M., Riar, F. J., & Kammerlander, N. 2023. Family firm value in the acquisition
context: A signaling theory perspective. Entrepreneurship Theory and Practice, 47(4): 1200-
1232.

Tappeiner, F., Howorth, C., Achleitner, A.-K., & Schraml, S. 2012. Demand for private equity
minority investments: A study of large family firms. Journal of Family Business Strategy,
3(1): 38-51.

Thiele, F. K. 2017. Family businesses and non-family equity: Literature review and avenues for
future research. Management Review Quarterly, 67(1): 31-63.

Thomann, E., & Maggetti, M. 2017. Designing research with qualitative comparative analysis
(QCA): Approaches, challenges, and tools. Sociological Methods & Research, 49(2): 356-
386.

Tomo, A., Mangia, G., Pezzillo [acono, M., & Canonico, P. 2022. Family firms going international:
Integrating corporate identity-building processes and socioemotional wealth dimensions.
European Management Review, 19(1): 38-52.

Toth, Z., Henneberg, S. C., & Naud¢, P. 2017. Addressing the ‘qualitative’ in fuzzy set qualitative
comparative analysis: The generic membership evaluation template. Industrial Marketing
Management, 63: 192-204.

Tsai, K.-H., & Yang, S.-Y. 2013. Firm innovativeness and business performance: The joint
moderating effects of market turbulence and competition. Industrial Marketing
Management, 42(8): 1279-1294.

Upton, N., & Petty, W. 2000. Venture capital investment and US family business. Venture Capital,
2(1): 27-39.

Valkama, P., Maula, M., Nikoskelainen, E., & Wright, M. 2013. Drivers of holding period firm-level
returns in private equity-backed buyouts. Journal of Banking & Finance, 37(7): 2378-2391.

Vinton, K. L. 1998. Nepotism: An interdisciplinary model. Family Business Review, 11(4): 297-303.

Viviani, D., Giorgino, M., & Steri, R. 2008. Private equity-backed IPOs and long-run market
performance analysis of Italian firms. The Journal of Private Equity, 11(3): 50-60.

Waldkirch, M., Kammerlander, N., & Wiedeler, C. 2021. Configurations for corporate venture
innovation: Investigating the role of the dominant coalition. Journal of Business Venturing,
36(5): 106137.

Wennberg, K., Wiklund, J., Hellerstedt, K., & Nordqvist, M. 2011. Implications of intra-family and
external ownership transfer of family firms: Short-term and long-term performance
differences. Strategic Entrepreneurship Journal, 5(4): 352-372.

Wiklund, J., Nordqvist, M., Hellerstedt, K., & Bird, M. 2013. Internal versus external ownership
transition in family firms: An embeddedness perspective. Entrepreneurship Theory and
Practice, 37(6): 1319-1340.

Wilhelm, H., Bullinger, B., & Chromik, J. 2019. White coats at the coalface: The standardizing work
of professionals at the frontline. Organization Studies, 41(8): 1169-1200.

Wright, M. 2012. Entrepreneurial mobility, resource orchestration and context. In F. Welter, D.
Smallbone, and A. van Gils (Eds.), Entrepreneurial processes in a changing economy:
Frontiers in European entrepreneurship research, 6-23.



Yu, A., Lumpkin, G. T., Sorenson, R. L., & Brigham, K. H. 2011. The landscape of family business
outcomes. Family Business Review, 25(1): 33-57.

Zahra, S. A. 2003. International expansion of U.S. manufacturing family businesses: The effect of
ownership and involvement. Journal of Business Venturing, 18(4): 495-512.

Zellweger, T. 2007. Time horizon, costs of equity capital, and generic investment strategies of firms.
Family Business Review, 20(1): 1-15.



FIGURES AND TABLES

Figure 1: Theoretical framework

Governance driver

« Firm culture

« Firm name

* Risk attitude

* Management team

Further family involvement
+ Employee compensation

Strategic driver

* Legal structure

* Strategic M&A

* Business model

« Capital structure
« Strategic advisors

Firm-level
drivers

Operational driver (Un)Successful family firm takeover
*  Operational bottom-line improvements «  Growth in sales

* Internationalization . .

»  Market focus (e.g., customers, verticals) Gfowt? mn prfxﬁtablllty
«  Product focus * Financial arbitrage

+ Financial planning *  Growth in employees

Market driver

*  General economic conditions
* Market key characteristics

*  Market-wide changes

Environmental
-level drivers

Investor fit driver

» Type of financial investor
* Previous experience with family firms —
» Industry experience of financial investor
* Holding period of financial investor

Owner-level
drivers

Figure 2: Model of how financial investors foster successful family firm takeovers

I 2 L

Incentivizers Optimizers Adjacentinvestors
Mainly driven by presence of Mainly driven by presence of Mainly driven by
governance measures operational measures investor fit driver
Path1 Path2a Path2b Path3a Path 3b Path 4
Presence of Presence of Presence of Presence of Presence of Presence of
governance governance & governance operational operational investor fit &
measures strategic measures & measures measures & favorable market
Absence of mneasures (favorable) Absence of favorabl.e Absence of
. market market sit. .
strategic & Absence of ituati governance strategic
operational (favorable) situation measures & Absence of measures
measures market Absence of investor fit governance
situation investor fit measures

1 | 1

Successful takeover - Successful takeover through ! Successful takeover

through b operational ' | throughinvestor |

governance improvements ! | improvements ! | fit (‘hands off™) !
S 4 ! L

Successful family firm takeover



Table 1: Overview of participating interviewees (case interviews)

# Interview type Interviewee position Type of firm Target size Degree of outcome!
A Case Interview Associate Private Equity Investor Mid-Cap Low
B Case Interview Managing Director Private Equity Investor Mid-Cap High
C Case Interview Vice President Private Equity Investor Large-Cap High
E Case Interview Vice President Family Office Small-Cap High
F Case Interview Director Private Equity Investor Mid-Cap High
I Case Interview Managing Director Private Equity Investor Mid-Cap Low
K  Case Interview Associate Family Office Mid-Cap High
L Case Interview Vice President Private Equity Investor Mid-Cap High
M  Case Interview Director Private Equity Investor Mid-Cap Low
N Case Interview Vice President Private Equity Investor Small-Cap High
0] Case Interview Managing Director Family Office Small-Cap High
P Case Interview Vice President Private Equity Investor Small-Cap High
Q Case Interview Director Family Office Small-Cap Low
R Case Interview Vice President Private Equity Investor Mid-Cap Low
T Case Interview Managing Director Industry Holding Small-Cap Low
U Case Interview Vice President Private Equity Investor Large-Cap Low
A% Case Interview Managing Director Private Equity Investor Large-Cap High
W Case Interview Managing Director Industry Holding Small-Cap Low
X Case Interview Director Private Equity Investor Large-Cap Low
Y Case Interview Associate Family Office Small-Cap High
AC Case Interview Director Family Office Mid-Cap High
AD Case Interview Director Private Equity Investor Mid-Cap High
AE Case Interview Managing Director Family Office Small-Cap High
AF  Case Interview Managing Director Industry Holding Small-Cap High
AG Case Interview Vice President Private Equity Investor Large-Cap High
AH Case Interview Associate Private Equity Investor Small-Cap High
Al  Case Interview Managing Director Private Equity Investor Mid-Cap High
AJ  Case Interview Vice President Private Equity Investor Small-Cap High
AM Case Interview Managing Director Private Equity Investor Small-Cap High
AN Case Interview Managing Director Family Office Small-Cap Low
AP  Case Interview Associate Private Equity Investor Small-Cap High
AR Case Interview Director Private Equity Investor Mid-Cap High
AW Case Interview Vice President Private Equity Investor Mid-Cap Low

AY Case Interview Director Private Equity Investor Large-Cap High

AZ Case Interview Managing Director Private Equity Investor Mid-Cap High

1.: We assess the degree of high (1.00; 0.67) and low (0.33, 0.00) based on set membership.

In addition, we conducted 17 expert interviews with venture capital investors, private debt investors,
and lawyers (relevant cases are: D, G, H, J, S, Z, AA, AB, AK, AL, AO, AQ, AS, AT, AU, AV, and

AX).



Table 2: Coding procedure and set membership calibrations.

Condition/ Super-conditions/ Definition and Coding scheme & set Key

Outcome Conditions question membership calibration sources

Outcome Successful takeover
Growth in Is annual sales development below or 0.00 (“Decline in sales™) to 1.00 (“Strong(Achleitner et al., 2010a; Bergstrom et al., 2007;
Sales above average (before versus after)? increase in sales”) Loos, 2007; Pindur, 2009)
Growth in Is profitability development below or 0.00 (“Decline in profitability”) to 1.00 (Achleitner et al., 2010a; Bergstrom et al., 2007;
profitability above average (before versus after)? (“Strong increase in profitability”) Loos, 2007; Pindur, 2009)
Financial Have you achieved a multiple expansion  0.00 (“Decline in valuation”) to 1.00 (Achleitner et al., 2010a; Bergstrom et al., 2007;
Arbitrage (increase in valuation)? (“Strong increase in valuation™) Loos, 2007; Pindur, 2009)
Growth in Is the employee-development below or 0.00 (“Decline in employees™) to1.00  (Achleitner et al., 2010a; Bergstrom et al., 2007;
Employees above average (before versus after)? (“Strong increase in employees”) Loos, 2007; Pindur, 2009)

Firm-level

oo Governance measures

conditions
Management Is the top management of the firm 0.00 (“No change”) to 1.00 (“Entire "
Team replaced after the takeover? change”) (Kaplan & Stromberg, 2009)
Further family Are family members further involved (e.g., 0.00 (“Family further operationally (Tappeiner, Howorth, Achleitner, & Schraml,
involvement operationally, strategically)? involved”) to 1.00 (“No involvement”) 2012)
Employee . Is there a ghange in employee 0.00 ( {:Io change”) to 1.00 (“Entire (Jensen, 1989; Kaplan & Strémberg, 2009)
compensation compensation models after the takeover? change”)
Firm Has the firm culture changed after the 0.00 (“Major, negative change”) to 1.00
Culture acquisition? If yes, in what way? (“Major, positive change”) (Astrachan, 1988)
Firm Is the name of the family firm replaced 0.00 ( {:Io change”) to 1.00 (“Full (Jaskiewicz et al., 2016)
Name after the takeover? change”)
Risk Has risk attitude changed after acquisition? 0.00 (“No change”) to 1.00 (“Entire (L 2007)
Attitude If yes, to what degree? change”) 008,

Firm-level .

o Strategic measures

conditions
Business Was there a change in the firm’s business 0.00 (“No change”) to 1.00 (“Entire N
Model model after the takeover? change”) (Bergstrom et al., 2007)
Strategic Are there any strategic M&A activities 0.00 (“No strategic M&A”) to 1.00

M&A after the takeover? (“Full-fledged M&A”) (Brigl et al., 2016)




Legal

Was there a change in the firm’s legal

0.00 (“No change”) to 1.00 (“Entire (Bergstrom et al., 2007)

Structure structure after the takeover? change”)
Capital How much leverage is used (e.g., measures 0.00 (“No usage of leverage”) to 1.00 ) N
Structure in EBITDA)? (“Very high usage of leverage”) (Jensen, 1989; Kaplan & Stromberg, 2009)
Strategic Are there external strategic advisors hired 0.00 (“No usage of advisors™) to 1.00 .
Advisors after the takeover? (“Very significant usage of advisors™) (Achleitner ctal., 2010b)

Firm-level .

o Operational measures

conditions
Operational bottom-Are there any operational improvement ~ 0.00 (“No improvements”) to 1.00 . .
line improvements initiatives started after the takeover? (“Full-fledged improvement program”) (Jensen, 1989; Kaplan & Stromberg, 2009)
International Is there any expansion of international sales0.00 (“No internationalization™) to 1.00 .
expansion pursued after the takeover? (“Full-fledged internationalization”) (Loos, 2007; Pindur, 2009)
Expansion of Is there a change in market focus after the 0.00 (“No change”) to 1.00 (“Entire (Berg & Gottschalg, 2005; Loos, 2007; Pindur,
market takeover? change”) 2009)
Product Is there a change in product focus after the 0.00 (“No change”) to 1.00 (“Entire (Berg & Gottschalg, 2005; Loos, 2007; Pindur,
Focus takeover? change”) 2009)
Flnanfslal Is there a charl)nge in financial planning after 0.00 ( {:Io change”) to 1.00 (“Entire (Acharya et al., 2011)
Planning the takeover? change”)

Environment-

level conditions

Market situation

General economic

What are the general economic conditions 0.00 (“Strong economic downturn”) to  (Achleitner et al., 2010a; Kaplan, 1989; Valkama

conditions during the holding period? 1.00 (“Strong economic upswing”) etal., 2013)

Market key What is the degree of stability of the 0.00 (“Very unstable market”) to 1.00

characteristics market/industry (before and after)? (“Very stable market”) (Valkama et al., 2013)

Market-wide Are there any market-wide changes after  0.00 (“Entire market disrupts”) to 1.00  (Achleitner et al., 2010a; Kaplan, 1989; Valkama
changes the takeover? (“No market disruption”) etal., 2013)

Owner-level
conditions

Investor fit

Type of financial
investor

What type of financial investor is it?

0.00 (“Venture capital investor”) to 1.00

(“Family Office”) (Bierl et al., 2018; Schickinger et al., 2018)

Previous experience How familiar is the financial investor with

with family firms

family firms?

0.00 (“No focus on family firms”) to 1.00

(“Very strong focus on family firms”) (Bierl et al., 2018; Schickinger et al., 2018)

Industry experience Does the financial investor have a
of financial investordedicated industry focus?

0.00 (“No industry focus”) to 1.00

(“Very strong industry focus”) (Bierl et al., 2018; Schickinger et al., 2018)

Holding period of
financial investor

What is the typical holding period of the
financial investor?

0.00 (““0-3 years”) to 1.00 (Longer than (Dreux, 1993; Kaplan, 1989; Schickinger et al.,
ten years”) 2018; Sirmon & Hitt, 2003; Zellweger, 2007)




consistency >0.90 and frequency=1 (intermediate solution), PRI >0.6

Table 3: Truth table: Outcome “successful family firm takeover;” analysis of sufficient conditions at
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Incentivizers Optimizers édj acent
investors
Path 1 Path 2a Path 2b Path 3a Path 3b Path 4
Governance P PY P ® ®
measures
Strategic measures X o ®
Operational
measures ® ® o
Market situation b3y o o o
Investor fit ® ® o
Number of cases! 6 5 6 3 6 8
Raw coverage 0.555 0.508 0.516 0.521 0.629 0.642
Unique coverage 0.004 0.051 0.041 0.003 0.004 0.031
Consistency 0.925 0.962 0.983 0.906 0.922 0.935
Total coverage 0.831
Total consistency 0.877

Note: White crossed-out circles indicate the absence of a condition, and black filled circles indicate the presence of a

condition.

Only including positive outcomes.

Table 4: Robustness check summary

Incentivizers Optimizers {&djacent
investors
Path 1 Path 2a Path 2b Path 3a Path 3b Path 4
Consistency >0.95 v 4 ) ) vA ()
Frequency =2 ™) ) ) ) )
PRI >0.5 v v v v v v
PRI >0.7 ) v v ) 4 4
CRISP ™) ) ) ) ) )

Note: v'is placed in cases with identical solution paths. (v) is set in patients with similar solution paths, i.e., one

condition is included or excluded compared to the initial analysis.
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Table 5: Robustness check (individual components)

Adjacent

Incentivizers Optimizers .
investors

Path 1 Path 2a Path 2b Path 3a Path 3b Path 4

Growth in sales v v v v v v
Growth in profitability ) ) ) ) ) ()
Financial arbitrage v v v v v

Growth in employees v ) 4 v v v

Note: v'is placed in cases with identical solution paths. (V') is set in patients with similar solution paths, i.e., one
condition is included or excluded compared to the initial analysis.

Appendix: Example of GMET sheet (one out of a total of 175)

Generic Membership Evaluati p! (GMET) for: Family firm's success

Generic ip plate (GMET) Case number: L

Membership in the set of: Outcome

Dimensions Context-specific description of dimension Fuzzy-set value definition Fuzzy-set Value Direction on members}

Outcome

1.00 = Strong increase in sales

0.67 = Slight increase in sales

Growth in sales Sales increased by 4x from initially EUR 20 M to currently EUR 80 M. 1.0 Positive

0.33 = Flat sales
0.00 = Decline in sales
Infal EBITDA margin of ~20% drapped to ~15% due fo adifferent | 90 - oond ncrease in profitasiily
Growth in profitability product mix (e-bikes with significantly higher cost basis and hence lower ', F\aﬁ profitability P v 0.00 Negative
margins). 0.00 = Decline in profitability
1.00 = Strong increase in valuation
Financlal arbltrage Higher valuation possible, mainly due to more diversified sales and 06 = Slight mcrgase in valutaion 067 Positive
higher share of online sales. 0.33 = Flat valuation
0.00 = Decline in valuation
1.00 = Strong increase in employees
The number of employees increased slightly, however, slower than 0.67 = Slight increase in employees 0.67 Positive

Growth in employees sales. 0.33 = Flat employees

0.00 = Decline in employees

Supporting qualitative data
Set membership (negative / positive)

Set membership (fuzzy values) 0,59
Consolidated set memberships 0,59
Reason for fuzzy-set attribution score Mostly positive dimensions.
6-value fuzzy set Qualitative anchors: Meanings attached to fuzzy values
1.0 = Overall intense and various positive dif with no or negative
0.8 = Intense or various positive dimensions with very few negative dimensions

= Mostly positive dimensions with some (intense) negative dimensions

Mostly negative dimensions with some (intense) positive dimensions

0.2 = Intense or various negative dimensions with very few positive dimensions

0.0 = Overall intense and various negative with no or positive

4-value fuzzy set Qualitative anchors: Meanings attached to fuzzy values

1.0 = Overall intense and various positive di with no or negli negative
0.66 = Mostly positive dimensions with some (intense) negative dimensions
0.33 = Mostly negative dimensions with some (intense) positive dimensions
0.0 = Overall intense and various negative dir fons with no or ible positive
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