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Abstract

Innovation management in family firms is a paradoxical challenge. The constant tension between innovation and
tradition confers to this topic a fascinating mystery area that calls to action scholarly efforts and further studies to
underscore whether family firms are innovating or not. This debate becomes even more intriguing and
interesting when family businesses are small-sized and embedded in local contexts strongly attached to traditions
and cultures that inhibit change. Based on the curiosity of analyzing the innovation proclivity of small family
firms rooted in such a context and building on previous studies that were focused on innovation in family run
businesses, we deeply investigated two cases. Findings uncovered a twofold and opposite role of the context:
on the one hand, a constraint and, on the other hand, leverage of innovation. Interesting scholars and practical
implications are discussed, and future studies are suggested.
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1. Introduction

Several studies have revealed that family firms are reluctant to introduce innovations that generate change in the
business (Sharma & Manikutty, 2005). Sometimes, contrary to the general notion, later generations are more
conservative than previous ones (De Massis, Chirico, Kotlar, & Naldi, 2014) due to a strong attachment to
tradition and family-produced goods (De Massis et al., 2014). In addition, recent studies (Duran, Kammerlander,
Van Essen, & Zellweger, 2016) have shown that family firms are more engaged in incremental rather than
radical innovation due to lower proactiveness. Other studies (Kammerlander, Dessi, Bird, Floris, & Murru, 2015)
found that innovative spirit can be influenced by the stories told across generations, which affect the way in
which family members manage their firm, by tracing innovative or conservative paths.

The literature, in this sense, seems to be split into two main branches. On the one hand, family firms appear to be
conservative and, on the other hand, family firms are engaged in relevant innovative activities (Zahra, 2012),
pursuing achievement, seeking overseas markets, introducing innovations and following risky strategies. This
apparent incongruence needs in-depth analysis to understand why some family firms clearly demonstrate an
innovation propensity, while others remain conservative, inflexible, and risk-averse (Chrisman & Patel, 2012),
and to discover the main elements that affect family firms’ innovation strategies. Specifically, inspired by a
recent study (Bettinelli, Sciascia, Randerson, & Fayolle, 2017) we consider the contextual and individual
elements as the main exogenous and endogenous drivers that encourage or discourage innovation and
entrepreneurial orientation within small family firms.

By participating in this ongoing debate, this paper focuses on two exemplary cases of small family firms
embedded in a very particular context with the aim of underscore the role that this context plays in managing
innovation.

2. Theoretical Background
2.1 Innovation in Family Firms

As competitive pressures increase, all types of organizations seek innovations to compete and survive in the
market (Kleinschmidt & Cooper, 1991; Dieleman, 2019). Innovation can be defined as “an idea, practice, or
object perceived as new by an individual or other unit of adoption” (Rogers, 1995, p. 35) and, in small or family
businesses, it depicts the ability to alter the paths of the past and develop something that is “new to the firm”
(Hage, 1999). Family firms, in fact, are generally imagined to be entities that adhere to traditions and resist
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change (Kammerlander et al., 2015; Dacin, Dacin & Kent, 2019; Erdogan, Rondi & De Massis, 2019).

For family firms, being innovative means increasing the chance of flourishing across generations (Zellweger,
Nason, & Nordqvist, 2012; Ingram, Lewis, Barton, & Gartner, 2014; Jaskiewicz, Combs, & Rau, 2015;
Diaz-Moriana, Clinton, Kammerlander, Lumpkin, & Craig, 2018; Dacin et al. 2019), thus several studies have
investigated which factors affect innovation in family firms. Many of them have positive and/or negative effects,
such as for instance the availability of resources (Konig, Kammerlander, & Enders, 2013), the loyalty among
employees (Duran et al.,, 2016) or the competency of successors (Litz & Kleysen, 2001). Moreover, the
flexibility of organizational structures (Craig, Dibrell, & Davis, 2008), the professionalization of management
(Alfredo De Massis, Frattini, Kotlar, Petruzzelli, & Wright, 2016), the strategic behavioral controls (Hsu &
Chang, 2011), the existence of a long-term perspective (Diaz-Moriana et al., 2018;) and the intensity of R&D
(Sciascia, Nordqvist, Mazzola, & De Massis, 2015), represent other elements that trace different family firm’s
innovative behavior. Differences among family firms in pursuing innovation are linked with the avoidance or
acceptance of challenges and changes (Sciascia, Mazzola, & Chirico, 2013; De Massis, Wang, & Chua, 2019),
often motivated by an excessive dependence on the firm’s past (Zahra, Hayton, Neubaum, Dibrell, & Craig,
2008), that can sometimes generate inertia and difficulties in facing competitors (Jaskiewicz et al., 2015). In fact,
resistance to innovation is due to a strong attachment to the founder and/or family imprinting (Kammerlander et
al., 2015) and/or to the context variables that affect family firm innovativeness (i.e. Bettinelli et al., 2017).

In this sense, a combination of endogenous (internal) and exogenous (external) aspects determines the firm’s
propensity for or resistance to innovation. In particular, in small family firms embedded in particular contexts,
the family owner (at the individual level) and the territorial characteristics (that comprise the contextual level)
have relevant weight in stimulating or restraining innovation. For this reason, an analysis of these two drivers
appears particularly relevant, especially for small family firms that must manage innovation to survive across
generations in closed or narrow markets or in areas characterized by unfriendly socio-economic and
geographical aspects.

2.2 The Relevance of the Contextual Level

The contextual level refers to the “place” where a firm is embedded; it involves the geographical aspects, the
effects of time, socio-economic elements, industry, sources, norms, culture, traditions, and a whole other set of
aspects that influence the origins, forms, functioning and varied results of innovative initiatives (Ucbasaran,
Westhead, & Wright, 2001; Zahra & Wright, 2011; Ramadani & Hoy, 2015; Botella-Carrubi & Gonzalez-Cruz,
2019).

The context has a significant influence on the existence and dynamics of firms, in terms of growth, development,
survivability, and innovation propensity. Nevertheless, there is still no clarity as to how this influence occurs
(Phan, 2004; Davidsson, 2006; Autio & Acs, 2010; DiazMoriana et al., 2018). A focus on this influence deserves
special attention because, as emphasized by Hayton, George, and Zahra (2002), firms reflect their nearby
environments and want to gain and maintain context legitimacy (Hayton et al., 2002) to survive, as well as earn
local recognition, appreciation and support. Context legitimacy is particularly relevant for family businesses, as
stated by Gianni Agnelli, the head of the Fiat Group, at the world convention of family firms in 2001:

Having roots in a community, in its culture, in its values, is an essential aspect of a family firm's identity. These
roots guide our behaviors and entrepreneurial decisions, with attention and a sense of responsibility toward the
community, its problems and its expectations for growth. This attention and sense of responsibility cannot be
detached from the paramount duty of the owners to stay competitive. Because staying competitive is the premise
and precondition of any social function of the firm. Constantly striving to strike a balance between the highest
level of competition and integration with the local and national territory is another integral aspect of the family
firm (Corbetta & Salvato, 2012).

The main contextual elements for small family firms in seeking legitimacy can be delineated as follows: a. the
variable “time,” which influences the ability to identify and exploit opportunities (Short, Ketchen, & CL, 2010)
and which helps bind families with past strategies (Zahra, 2006); b. the development of various industries,
related and unrelated (Zaheer, & A, 1999); c. spatial dimensions, characterized by the geographical location
(Clark, Feldman, & Gertler, 2006); the morphology, institutions and demographic aspects of the population
(Saxenian, 1994); and d. the social and cultural dimensions (Hayton et al., 2002; Russell, 2005; Thornton,
Ribeiro-Soriano, & Urbano, 2011; Ramadani et al., 2017). In the present study, the most relevant contextual
factors are represented by institutional, spatial and cultural aspects; this is in line with Stough, Welter, Block,
Wennberg, and Basco (2015) who identified these aspects as exogenous elements that drive the creation of
family businesses and their evolution (Basco, 2015). In sum, managing a small family firm is not merely an
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economic process but instead, one that draws from many contextual elements. As part of the local structure,
family firms can identify innovation opportunities (Jack & Anderson, 2002; Dacin et al. 2019).

Thus, the contextual factors may support or invalidate the embeddedness phenomenon, which is essential to a
firm’s survival. Consequently, the context must be taken into account because it constitutes a vital resource for
small firms, especially family-owned businesses; embeddedness offers firms the ‘unique’ potential, to create
long-term relationships with local stakeholders, to transmit a perception of trust and credibility, to preserve the
family reputation, and to ensure a competitive advantage (Upton, Teal, & Felan, 2001; Ramadani & Hoy, 2015;
Mani & Durand, 2019).

2.3 The Role of Individual Level

Sharma & Chrisman (1999) argue that family members are the driving force of family firms, and their personal
capabilities represent the foundation of entrepreneurial orientation (Joardar & Wu, 2011; Sieger & Minola, 2017)
This suggests that individual family members directly affect firm performance (Chrisman, Chua, & Litz, 2003)
by sustaining the firm in special and unique methods that influence innovation and other entrepreneurial
outcomes (Tagiuri & Davis, 1996; Dacin et al. 2019). In line with this statement, the individual level as an
endogenous driver of innovation because it sets the patterns of personal capacities, attitudes, perceptions,
characteristics, perspectives and ambitions of the family members (Joardar & Wu, 2011; Reay, 2019) that
directly influence the performance of the firm (Chrisman et al., 2003) and the perception of opportunities. In fact,
the awareness of external and internal environmental stimuli and events represents the filters used in making
decisions (Behrens & Patzelt, 2016) and the force in implementing innovation strategies. Moreover, family
business owner-managers tend to consider the firm as part of the extended self (Furby, 1978); strong
psychological feelings of ownership can provide a foundation for innovative behaviors (Brown, Brown, &
Perkins, 2004; Dacin et al. 2019).

Therefore, different methods of managing innovation depend primarily on the members of the family firm and
their ability to capture the essence of the context in which the firm is embedded. In fact, researchers have stated
that family members’ interpretation of contextual factors is the cornerstone of innovation and the entrepreneurial
orientation of family firms (Zahra, 1991; Sieger & Minola, 2017), especially in very small entities (Wiklund,
1998). In addition, as suggested by Hollander and Bukowitz (1990) and Hollander and Elman (1988), a
business’s culture is often an embodiment of the founder’s personality and it influences the characteristics of the
firm’s development and its ability to respond to contextual changes. A firm will have an internal orientation
toward innovation (Zahra & Sharma, 2004; Erdogan et al., 2019) if it is inherent in the founder’s personality
(Kelly, Athanassiou, & Crittenden, 2000). This internal orientation drives the firm’s evolution by following the
founder’s intuition, ideas and strategies (Cruz & Nordqvist, 2012).

Such centrality, generally, tends to reduce the shift in management to the second generation, when
decision-making is more a shared process (Carney, 2005; Reay, 2019). In this phase, new owners are often called
in to revitalize and further expand the inherited family firm (Hoy, 2006). The new approach considers more than
the past and the context; the internal cultural orientation is combined with a fresh external orientation that
considers context signals as a source of long-term survival (Hoy, 2006).

3. Methodology

A qualitative methodology is chosen for this research, executed through the analysis of two case studies. Family
firms represent a fertile ground for qualitative analysis (Litz, 1997; McCollom, 1990), and is particularly
appropriate for this study because of the focus on family businesses’ innovation, a topic with debate and contrary
findings (Suddaby, Bruton, & Si, 2015). This research is in line with recent qualitative studies that have analyzed
the “traditional” way of promoting innovation (Bouette & Magee, 2015; Kuhn & Galloway, 2015; Pret & Cogan,
2018; Ramadani, Hisrich, Dana, Palalic, & Panthi, 2017). Moreover, the use of case studies allows for an
analysis of real, unique phenomena, observing the particular scenario and its interactions within the boundaries
of context in which it develops and acts (Patton, 1990; Yin, 2008). It represents a form of qualified investigation
aimed at seeking the “meaning” of reality in the experiential experience of people and organizations (Eisenhardt,
1989; Eisenhardt & Graebner, 2007; Patton, 1990; Yin, 2008). A comparison of two case studies is particularly
useful in this work to spotlight innovative behaviors in two small family firms from the same territory. This is in
line with Patton’s (1990) recommendation. The objects are two Italian firms, operating in the traditional bakery
sector. The narrative approach has been used for data collection and analysis, supplemented by additional
sources for data triangulation (Jick, 1979; Jonsen & Jehn, 2009).

3.1 The Narrative Analysis
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A narrative analysis (Dawson & Hjorth, 2012; Gartner, 2007, 2010) is an interpretive approach that helps to
understand human behavior (Cope, 2005). It examines people in the process of generating and transferring
knowledge (Lyotard, 1984). This approach stimulates the generation of in-depth and contextualized empiric
evidence (Bansal & Corley, 2011) that conceptualizes phenomena and their processes and extends existing
theories (Johansson, 2004) or creates new ones.

This methodology has been used in several studies of innovation and entrepreneurship that consider the
relevance of the owner (Hamilton, 2006a, 2006b; Hjorth & Steyaert, 2004; Johansson, 2004; Larty & Hamilton,
2011), A narrative approach highlights existing correlations such as the link between events and behavior
(Czarniawska, 1997b). Studying the processes of a family business through a narrative approach means to
participate in the social dynamics of relational constructs, such as roles, resources, projects, organizations, and
objectives, and verifying the way an owner family defines the company's development paths in relation to the
family’s history (Labaki, Bernhard, & Cailluet, 2019).

In this work, following the suggestions of Czarniawska (1997a; 1997b, 1999, 2004), the analysis was conducted
using the hermeneutic trio (Hernadi, 1987), which conceptually highlights three phases: 1) explication, i.e.,
contextualization, reconstruction and synthetics, and history; 2) explanation, i.e., identification, description and
understanding the meaning of the narrative; 3) exploration, i.e., discussion of what emerged in the previous
stages and identification of the implications. In addition, to highlight congruencies and inconsistencies, the
stories were analyzed through the dramatist approach (Burke, 1985), which recommends clearly highlighting the
reference context, the stories, the sequence of events, the main actors, how actions are carried out, and the
motivations behind the actions.

3.2 The Contextualization

The objects of this study are two small family firms located in Italy, in a region that is among the 65 poorest in
Europe characterized by low density, a negative natural growth rate, a high retirement index, which highlights
the considerable presence of older people, compared to the young population. Both case firms operate in the
same local territory, characterized by a declining resident population and a negative natural balance, particularly
in recent years. The gradual depopulation of the territory includes a continuing decline in the working population,
and generational changes in the world of work, while in terms of education the area is in line with regional data.
The economy is mostly primary and tertiary industries, with few businesses in the secondary sector. The rate of
firm development is negative, and firms encounter considerable difficulties in survival and development, due to
multiple causes, the combination of which makes the area one of the poorest in Italy.

In light of this brief context description, it can be argued that the area appears to be unfriendly and infertile for
firm development and it represents a challenge for firms that aim to survive across generations staying embedded
in the local territory. This is especially true for firms involved in traditional industries, such as the artisanal
bakery sector. Bread is a symbol of history and cultured transferred across generations, in particular from
women’s hands and minds. Bread makers jealously protect and transmit knowledge orally from generation to
generation within families. Families share a dense and endless network of narratives, sharing centuries of history
to bring bread, to families’ tables. The oral tradition and unique output denote the importance of
transgenerational shift, moving baking from homes into an entrepreneurial activity for the market. In this region,
the main bakery companies are family-owned and intergenerational. These small entities use a traditional
production process and sell their products locally. Although some small family firms are starting to introduce
innovation in their production and products, each bakery preserves its aromas, its tastes, its rites, and its symbols.
This particular evocative and personal sense that bread embodies stimulates reflection, especially when
referencing the role of innovation in such a traditional sector. In order to investigate these dynamics, the
narratives of two-family entrepreneurs have been listened to, recorded, transcribed and analyzed. These stories
offer interesting insights into understanding whether innovation represents a deliberate strategy or a “necessity”
to surviving in unfriendly local contexts.

4. The Case Studies

To ensure anonymity and guarantee privacy, the two small family firms are labeled as Firm A and Firm B, and
respondents’ real names are not used.

Firm A

Firm A was founded in 1954 and is in the second generation. There are nine family members that are actively
engaged in the firm, with different roles. In the last three years, revenues increased by 11.61%. Of its market, 25%
are regional customers and 75% are in other regions of Italy and foreign markets (Europe, America, Asia and
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Australia).

The founder worked as a shepherd until the age of nineteen when he was invited by a friend to acquire his bakery
in a big city. He stayed close to this city, where he met his current wife and started his big family.

In 1973, in a small village, a famous local baker invited the founder to take over his bakery and he happily
accepted. In that period, he managed two bakeries: the first, in a big city and the second, in a small village. They
were in two different areas, with different cultures and economies, and far apart and difficult to manage. For this
reason, the founder decided to invest all of his efforts into the small village operation. Starting with the
production of daily fresh bread to sell to the surrounding area, the founder’s entrepreneurial spirit manifested. He
introduced a traditional type of bread, typically handmade only by women in their homes. Initially, the only
difference between domestic production and bakery production was quantity. Immediately the wife, capturing a
nascent market requirement, began offering the pistoccu in packs of one kilogram, packaged in specially printed
envelopes. This idea, veering from past paths, sanctioned the sale of the packaged product and immediately
registered the first successes in terms of pistoccu demand and market expansion.

Firm A was the first mover in producing and selling a product traditionally handmade by the families; as a son
said: “In the 70s, the product began to be packaged, and with great convenience, it was possible to expand the
market and distribute a product with a longer life that allowed it to be marketed in a wider range.” In light of the
growing demand, the founder and his family decided to implement production and develop new product lines. At
first, the production included only whole-wheat flour; then, also thanks to packaging, it was possible to diversify
production and use both white flour and whole-wheat flour. These strategies represented a first turning point in
the history of the company: from a strictly local market, they moved to a wider market. For this reason, Firm A
needed to acquire new plants and buildings. The passion for bread-making activity immediately “contaminated”
the entire family. The children were introduced at an early age into the family business, helping their parents in
the production and selling. The official entrance of the second generation happened at the end of the 1990s,
starting a new era for the firm, full of innovation and new strategy implementation. One son, in particular,
represented the heart of the firm’s revolution. Thanks to participation in international and national fairs, he
created an important network with giants of organized distribution and the product started to be appreciated
overseas. “For us, it was an opportunity for confrontation with the rest of the world and rapid growth,” the son
stated. Their success implied a long series of product innovation, with the introduction of modern equipment and
high technology machinery compliant with hygiene and safety standards. The generational shift represented a
milestone in Firm A’s history.

The small family firm showed an innovative spirit, thanks to the founder’s charisma, but the new generation
impressed a real change for the firm: from a local firm to an international firm. In fact, during the last two
decades, Firm A has considerably strengthened its presence in both the national and international markets,
increasing production lines, promoting diversification, and differentiating, while above all, interpreting the
traditional bread of the region in innovative ways to meet international tastes. The history of Firm A is
characterized by a progressive and constant orientation toward the future, characterized by a real desire for
growth that stimulated the next generation to increasingly broaden its horizons, crossing the sea to the rest of
Europe Australia, America, and even China.

The territorial context

Firm A operates mainly in the national and international markets. However, this does not mean that geographical
location represents an advantage for the company. A son states, “Our territory is isolated, especially in winter,
when it takes just a bit of snow to send all the transport in the area into a tailspin.” He added, “A problem that
goes beyond the isolation of our territory is the absence of local carriers that push to reach other areas of the
island...It would be a business opportunity for many subjects and could guarantee improvement for all the
producers in the area.” A further weakness, as pointed out by a son is “the absence of warehouses for the storage
of products.”

Another son clarifies: “Our problem as a firm is not so much tied to the shipment of goods as to their entry. Since
there are no incoming goods, transport is much more expensive and often there is difficulty in finding a carrier
that is available only if the journey is fully loaded. Probably, solving the logistic problem is the key to allow the
development of our marginal area. In fact, if an unexpected event occurs, it is necessary to postpone the
transport for a week and this negatively affects customer relations. Punctuality of service is rewarded in this
sector, as is the quality of the product. Not guaranteeing it, you are penalized”.

The geographical location and the problems of logistics represent difficulties. Another son does not see the
resolution logistic problems as a driving force for success: “Despite all the logistical difficulties, I believe that
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there must be a willingness on the part of all the entrepreneurs in the area to cooperate and join forces. We are
still far from this culture of collaboration. ...Internationalization strategies are not simple to implement, but we
invest our efforts to do this. However, in these last years, we have noted that probably only the regional market
needs to receive our attentions. For the future, we intend to reinforce our presence also in the region because we
think that our product represents our isle around the world, and then it is important having also its local
legitimization”. The son concludes sharing a dream: “If we worked together [referring to their competitors], as
good colleagues, we would be able to do our best. We are trying it. We take part in many partnership initiatives
and slowly many others are joining. The network and mutual collaboration represent the main bridges to the
world, able to overcome all the problems, even those related to our geographical position”™.

Firm B

Firm B is a young small family firm, founded in 2005 and is also in the second generation; four family members
are actively involved in different roles. In the last three years, revenues have increased by 21%. The market is
divided as follows: 90% local and 10% other regions of Italy.

The main aim of Firm B is to preserve and to consolidate the ancient tradition of baking a traditional local bread.
A son, a member of the second-generation states: “My parents started making the typical bread because my
father was unemployed. He had another job, but to keep the family going he had to get involved and, together
with my mother, he invented a new job. The production was intended mainly for friends, relatives, and
acquaintances. In addition, with this system, they went on until my father found another job and I decided to run
my own business, with a new impulse toward the market. The founders, however, are my parents and still support
us and give us a big hand”.

When Firm B was founded, the founder was unemployed following the bankruptcy of his company. To find an
alternative source of income for his family, he decided to take advantage of the wood-burning oven built by his
father in the 1980s in the basement of their home. With his wife, he created the basis for a new activity, the
production of traditional bread for friends and neighbors. Starting this initiative without employees, the founder
immediately involved his children. After school or in their free time, they helped out, soon learning the meaning
of hard work, commitment and, above all, the knowledge and skills necessary to make carasau bread. At the
beginning of 2000, after completing his studies and graduating from a technical and commercial institute, the
first son, joined the family business. A few years later, in 2002, the founder found a new stable occupation and
drastically reduced his time in the bakery. However, despite the reduced commitment of the founder, the firm did
not close, and the first son ran the firm, taking on the responsibilities of the business owner. This young boy,
enthusiastic and creative, had clear ideas: he did not want a bakery like his competitors, oriented exclusively to
distributing bread outside the territory. He aspired primarily to obtain strong legitimacy in his own territory and
worked right away to obtain an appreciation of his product in his homeland.

To understand what improvements were needed, he began to study local competition and concluded that
processes, usually based on excessive automation and an industrial approach (to reduce time and the rationalize
production costs), affected the purely artisanal aspect of the product and the characteristics of a qualitative nature.
He was interested in the craftsmanship art of the product; he wanted to capture customers’ attention with
reference to the quality of the product. Thus, he preserved the use of the wood-fired oven and engaged in the
careful selection of raw materials of unquestionable quality; all aspects of the processing followed the traditions
of making the traditional bread.

A few years later, another son joined the small family firm, and since the market was growing slowly,
encouraging innovation. He introduced machinery for specific stages of the production process, careful to
preserve the artisanal process.

Today, Firm B still operates in the historic factory built by the founder and his wife; it is a small workshop where,
with the help of two employees, produces various types of carasau bread. The classic line, which is the most
appreciated, is also the biggest seller. Three other product lines were introduced later and packaged differently;
they constitute innovative interpretations of the traditional bread. Only excellent local raw materials are chosen,
from stone-ground wheat to sourdough, and the processes are traditional from leavening in linen and cotton
sheets to baking in a wood-burning oven, in order to guarantee a strict artisan processing.

For a few months, at the request of another bakery, they experimented with the production of an innovative
interpretation of the traditional bread, but this idea was soon abandoned to avoid the firm losing its identity,
which was built with difficulty over time. Customers were beginning to associate this new product with Firm B
and this did not correspond to the image conceived by owners.
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The meticulous care that the family dedicates to the production of its “special bread” allows it to create a
high-quality product with absolute respect for tradition. The family’s commitment has received special
recognition and the bakery has won several awards over the years for the best traditional bread and bakery
products.

Future projects include the construction of a new laboratory to carry out the processing of classic carasau bread
with state-of-the-art machinery and an electric tunnel oven for increased production. This is a move to widen the
firm’s market boundaries, perhaps even build commercial relationships with large-scale retailers. The historic
wood-burning oven, which references the first generation, will not be abandoned; instead, it will be entirely
dedicated to the production of special lines, because it is considered the true strength of the bakery,
differentiating it from competitors.

The territorial context

Firm B’s prevailing interest is staying in the regional market, which represents 90% of its sales. The other 10% is
concentrated in other Italian areas, usual restaurants. The small local size of the market allows Firm B to serve
customers using only personal vehicles, delivering bread once a week. To handle foreign deliveries the firm
employs specialized couriers that take care of everything, from the collection of the goods to their delivery. In
fact, as a son pointed out “Usually, deliveries are made by me over the weekend, on Saturdays with the company
van. For other deliveries, I call the couriers, who are specialized in this sector. On the fact that we are isolated,
there is no doubt, even for the mere fact that for us it is necessary to cross the sea and therefore it is not possible
to compete with other Italian bakeries. Fortunately, we only make our typical bread here and therefore we do not
have much competition in this field.”

5. Discussion

The two small family firms involved in this research exhibit several differences in facing innovation challenges
and in considering innovation as a way to increase the firm’s activities and competitiveness. However, they have
two common elements: 1) the unfavorable context in which they are embedded, poor, marginal, difficult to serve
with infrastructures and transport, with a narrow market and very ancient and strong tradition and culture; and 2)
the sector in which they operate—bakeries—that even if traditional and rooted in the local culture, need constant
innovation to guarantee success. Notwithstanding, both firms are resilient, able to meet customer needs and work
to ensure survivability across generations.

Innovation is encapsulated in the firms’ strategies in different ways. It has been mainly introduced to make
product and process changes and improvements to satisfy the firms’ intentions and goals. Moreover, the firms
have shown different paths during the lifecycle. Firm B has underlined an unusual behavior. During its lifecycle,
Firm A has shown a physiological innovation propensity, in line with Sharma, Chrisman, & Chua (2003): the
second generation represents change and leaving the traditional path but referencing to past strategies and
development trails. Moreover, although Firm A is undoubtedly innovative, the things the family owners have
introduced are not cutting edge, that is, radical or revolutionary, but rather are incremental. This is in line with
the findings of Nieto, Santamaria, and Fernandez (2015). What is particularly interesting is that Firm A, thanks
to product and process innovation, has become an international firm able to meet consumers' preferences and
take risks in a sector that, often, calls to mind the image of a small neighborhood bakery. Actually, it is a very
innovative small family firm, which constantly studies how to respond to the expectations of customers all over
the world and is able to offer different product lines and many variations to the market. This firm, in addition,
has not abandoned tradition, but has undoubtedly innovated in scale and shape; it is a visionary in the
development of new products that recall the regional tradition but meet international preferences. The life of
Firm A is characterized by a continuous tension between tradition and innovation. On the one hand, the older
generation was particularly attached to the past and uncertain about the strategies implemented by the new
generation. On the other hand, the new owners are very motivated, curious, and risk-oriented; they are convinced
that innovation is not equivalent to abandoning established practices, but to a functional review with a view to
transgenerational growth and survival. Local context, in this case, represents contemporarily an obstacle because
of the unfriendly environment as a springboard to reaching new and more ambitious goals overseas.

Firm B has shown an unusual development trajectory. It was interested in innovating its products by ensuring
adequate processes, but in a certain instance, the owners have reversed their strategies to focus on traditional
products, not altering the very ancient nature of the carasau. This is in line with Duran et al. (2016) who noted
the link with context and that consolidating past paths affects innovation propensity. Product innovation comes in
the form of a new line of products, but they are not really finding innovative ways to conceive the traditional
product. High quality represents the main specific character of the Firm B products; it unceasing searches for
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high quality raw materials. However, it is anchored to tradition. Process innovation is introduced only to
alleviate manual hard work and not to increase production to enlarge the bakery’s markets. The owners’ goal is
preserving the artisanal nature of the process. This case appears to be following the “innovation through tradition”
strategy (De Massis et al., 2016), in which innovation allows a firm to reinterpret existing traditions that
characterize the core of the local context.

6. Conclusions

The two small family firms have shown two different approaches to innovation strategies. Each of them, in their
lifecycle, has introduced product and process innovations, generally incremental in nature. However, the owners’
goals have strongly affected innovation propensity. Firm A is managed by a particularly ambitious second
generation, who is passionate and interested in growing and selling in international markets because the local
context is too narrow for their aspirations. It is characterized by a low dynamism. Firm B is managed by a
second generation that expresses the desire to obtain trust in the local context, trying to differentiate its product
from that of competitors by using high quality raw materials. The dream of Firm A is to become a leader in the
local context. Considering the weakness of the market and the unfriendly local context as cornerstones to stay
and think local, its innovations continually reference tradition. Both small firms are seeing a constant increase in
their revenues; this allows us to suppose that each strategy gains positive results. Consequently, what is the right
innovation strategy in an unfriendly context? Is it innovating and thinking global or is it “retro-innovating” and
thinking local? In other words, is innovation a deliberate strategy or a “must” for survival in unfriendly local
contexts? The firms analyzed have shown that innovation can be interpreted through different perspectives and
lenses, with reference to the owners’ aims. Firm A considers innovation as a deliberate strategy to be competitive
in the international market, while Firm B sees innovation as a “must” to survive in the local unfriendly context
and clearly respects local tradition.

These findings have highlighted that for small family firms, the role of the individual level is relevant in
overcoming context difficulties, shifting the obstacles in opportunity for growing locally or globally. Further
studies should be carried out in longitudinal and cross-case analyses to determine what happens in other sectors,
regions and over a firm’s lifecycle. Moreover, it would be interesting to study the differences between family and
non-family firms that operate in a similar setting.
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