
Technological Forecasting & Social Change 185 (2022) 122053

Available online 29 September 2022
0040-1625/© 2022 The Authors. Published by Elsevier Inc. This is an open access article under the CC BY-NC-ND license (http://creativecommons.org/licenses/by-
nc-nd/4.0/).

Family business, servitization, and performance: Evidence from Portugal 

Maria João Guedes a,*, Pankaj C. Patel b, Christian Kowalkowski c,d, Pejvak Oghazi e,f 

a ISEG (Lisbon, School of Economics and Management), Universidade de Lisboa, Lisboa, Portugal 
b Villanova School of Business, Villanova University, Villanova, PA 19085, United States of America 
c Department of Management and Engineering, CBMI – Centre for Business Model Innovation, Linköping University, SE-581 83 Linköping, Sweden 
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A B S T R A C T   

Drawing on the servitization and family business literature, we ask whether family governance improves or 
worsens performance through servitization. Given the preference to preserve socio-emotional wealth, serviti-
zation in family firms presents a double-edged sword. That is to say, a preference to preserve socio-emotional 
wealth facilitates the development of relationships with service-related stakeholders, but it may also prevent 
family firms from diluting their socio-emotional wealth through greater service-related collaboration with out-
siders. In a sample of 35,329 manufacturing firms (13,755 family firms and 21,574 non-family firms from 2010 
to 2018) in Portugal, we find that family firms have lower levels of servitization, and they achieve lower per-
formance through servitization. These findings are robust to alternative performance measures and carry 
important implications for the servitization and family business literature.   

1. Introduction 

Privately held family firms are generally managed by “members of 
the same family by blood, marriage, or adoption” (Villalonga and Amit, 
2020, p. 242). Private family firms are the most prevalent organizational 
form across the world and are considered the lifeblood of economic 
milieus across the world (Villalonga and Amit, 2006). For example, the 
Mittelstand of family-owned small and medium-sized enterprises (SMEs) 
form the backbone of the German economy and are among the country’s 
most profitable and successful manufacturing exporters (Roscher, 
2015). In emerging economies, most private-sector firms with revenues 
of $1 billion or more are family firms. While privately held family firms 
are a more significant part of the economies of emerging markets 
compared to most developed nations (Björnberg et al., 2014), they also 
constitute the majority of all private-sector firms and provide a signifi-
cant share of employment in these countries – for example, 88 % and 
47 % respectively in the UK (IFB, 2018), and 90 % and 52 % respectively 
in Sweden (Andersson et al., 2018). Family firms focus on preserving 
their socio-emotional wealth (SEW) by reconciling socio-emotional as-
pects of maintaining family control and succession with their economic 
goals (Gomez-Mejia et al., 2007). At times, family firms rely less on 

rational calculative criteria and focus instead on preserving their socio- 
emotional wealth (Miller and Le Breton-Miller, 2014). 

In parallel, an emerging area of research on servitization has gained 
increased attention in recent years. The governance elements of family 
firms provide unique theoretical considerations for family firms. Servi-
tization – the shift from a traditional goods-centric to a service-centric 
business model – is increasingly regarded as an imperative for 
manufacturing firms (Raddats et al., 2019). With a growing strategic 
priority afforded to service research (Ostrom et al., 2015), the serviti-
zation of manufacturing has focused less on the ownership differences 
among firms (e.g., Josephson et al., 2016; Suarez et al., 2013; Visnjic 
et al., 2016). 

The consideration given to family firms in the servitization literature 
carries the following non-trivial, dual-edged implications. 

On the one hand, family firms may be less inclined to invest. For 
example, owners of family firms may be more interested in legacy 
preservation than in profit when making major strategic decisions 
(Dawson and Mussolino, 2014). SEW carries implications for the way 
family firms manage resource allocations, strategic choices, risk, and 
profitability preferences to create unique strategic motifs and develop 
their repertoires (Carney et al., 2015). The preference for preserving 

* Corresponding author. 
E-mail addresses: mjguedes@iseg.ulisboa.pt (M.J. Guedes), pankaj.patel@villanova.edu (P.C. Patel), christian.kowalkowski@liu.se, christian.kowalkowski@ 

hanken.fi (C. Kowalkowski), pejvak.oghazi@sh.se, pejvak.oghazi@hanken.fi (P. Oghazi).  

Contents lists available at ScienceDirect 

Technological Forecasting & Social Change 

journal homepage: www.elsevier.com/locate/techfore 

https://doi.org/10.1016/j.techfore.2022.122053 
Received 13 April 2022; Received in revised form 12 September 2022; Accepted 14 September 2022   

mailto:mjguedes@iseg.ulisboa.pt
mailto:pankaj.patel@villanova.edu
mailto:christian.kowalkowski@liu.se
mailto:christian.kowalkowski@hanken.fi
mailto:christian.kowalkowski@hanken.fi
mailto:pejvak.oghazi@sh.se
mailto:pejvak.oghazi@hanken.fi
www.sciencedirect.com/science/journal/00401625
https://www.elsevier.com/locate/techfore
https://doi.org/10.1016/j.techfore.2022.122053
https://doi.org/10.1016/j.techfore.2022.122053
https://doi.org/10.1016/j.techfore.2022.122053
http://crossmark.crossref.org/dialog/?doi=10.1016/j.techfore.2022.122053&domain=pdf
http://creativecommons.org/licenses/by-nc-nd/4.0/
http://creativecommons.org/licenses/by-nc-nd/4.0/


Technological Forecasting & Social Change 185 (2022) 122053

2

SEW leads to unique configurations resulting in fewer assets as well as 
lower debt and R&D (Andersson et al., 2018), reluctance to innovate 
(Duran et al., 2016), and loss aversion (Gomez-Mejia et al., 2007). 
Hence, family firms may be less inclined to invest in opportunities in 
servitization. Moreover, research shows that family firms are particu-
larly inclined to avoid dilution of control even if such dilution facilitates 
the pursuit of growth. Servitization requires intensive collaboration and 
trust with a variety of non-family stakeholders. Making the boundaries 
of family firms more porous to accommodate servitization may reduce 
family identity and control, hence further explaining the reluctance to 
engage in servitization. The need for particularism, parsimony, and 
personalism may lead to a reduced preference to intensively engage with 
non-family stakeholders in servitization. 

On the other hand, family firms may be aptly positioned to undertake 
servitization. Compared to other high-risk strategic initiatives (e.g., 
exploration), servitization presents a unique opportunity to leverage 
SEW with limited losses. By adding service elements to an existing 
resource base, loss-averse family firms may prefer servitization because 
it allows for more strategic and tactical control (e.g., Berrone et al., 
2012) that poses only a limited threat to the pursuit of non-economic 
goals (e.g., maintaining dynastic rule, receiving reputational benefits 
in the local community). The particularism, parsimony, and personalism 
of family firms may allow for stronger development of service-related 
resources. This development may be achieved by active engagement 
through personalism, experimenting with servitization loci with limited 
resources through parsimony, and cultivating unique servitization 
resource bundles through the particularistic criteria of the owners. 

Given these competing considerations of preference for servitization 
among family firms, we propose two research questions: (a) compared to 
non-family firms, do family firms engage in higher or lower levels of 
servitization? and (b) compared to non-family firms, do family firms 
realize higher or lower levels of performance through higher or lower 
levels of servitization? Our proposed research questions aim to make the 
following contributions. 

First, the servitization literature has given increased attention to 
investigating the association between the service ratio and the perfor-
mance of manufacturing firms. In their meta-analysis of 60,618 firms 
from 41 studies, Wang et al. (2018) found that the relationship between 
the proportion of a firm’s total revenue that results from services and its 
financial performance was positive and significant. Nonetheless, despite 
constituting a major share of companies and employees, no study has 
specifically examined family firms. To date, empirical studies on the 
consequences of servitization for manufacturing firms using archival 
data or surveys and self-reported financial data have not distinguished 
between non-family and family firms (e.g., Kohtamäki et al., 2013). Our 
study relies on objective and certified financial data for privately held 
family and non-family firms. 

Second, contributing to the family business literature through the 
lens of servitization, we aim to test the notion of the sharing of control by 
family firms and their willingness to co-develop assets. The literature 
suggests that family firms are less likely to incur debt or raise equity to 
maintain control of the firm (González et al., 2013). Servitization calls 
for co-sharing, co-owning, and co-developing resources and capabilities 
– a proposition to which family firms may be averse or, conversely, they 
may foresee a reduced prospect of loss compared to riskier strategic 
initiatives. Therefore, the strategic priorities driven by the non- 
economic goals of family firms may or may not be conducive to 
servitization. 

In the next section, we review the literature and propose hypotheses. 
We then introduce the sample, present the analyses, and discuss the 
results. To conclude, we consider the theoretical and managerial im-
plications along with the limitations of the current study, and we 
pinpoint potential research directions that arise from our study. 

2. Family firms and servitization 

2.1. Socio-emotional wealth theory and differences between family and 
non-family firms 

Family firms are drivers of economic development and employment 
(La Porta et al., 1999; Arregle et al., 2019) and are the most prevalent 
form of business (Villalonga and Amit, 2006). One might expect family 
firms not to differ from non-family firms. However, a growing body of 
research has shown that family firms vary systematically in both 
governance and performance. In their desire to preserve their socio- 
emotional wealth (Gomez-Mejia et al., 2007), family owners prefer to 
preserve and strengthen emotional ties to the business and its stake-
holders (Arregle et al., 2017), enhance the identification of family 
members with the business (Kallmuenzer et al., 2018), strengthen the 
reputational underpinnings with economic and non-economic stake-
holders (Alonso-Dos-Santos and Llanos-Contreras, 2019), ensure 
dynastic succession (Gomez-Mejia et al., 2011), and maintain the ex-
clusivity of control by family members (Firfiray et al., 2018). These SEW 
imperatives may conflict with economic wealth maximization goals 
(Berrone et al., 2012). 

Family firms differ from non-family firms on the following six di-
mensions (Andersson et al., 2018): financial and non-financial perfor-
mance, financial composition, risk preference, firm age, firm size, and 
internationalization. Notwithstanding the possibility of considerable 
variation (Amit and Villalonga, 2013), family firms are more profitable, 
demonstrate greater stability, are more risk-averse, are smaller (in total 
employment, total assets, and sales), and have lower internationaliza-
tion (Andersson et al., 2018). Furthermore, family firms are more con-
servative, more socially responsible, more trustworthy, and maintain 
strong ties with their communities (Sageder et al., 2018). Family firms’ 
singularities affect their strategic and operational choices in the man-
agement of their businesses (Gomez-Mejia et al., 2011). Yet, the meta- 
analysis shows that family firms’ performance does not vary systemat-
ically from that of non-family firms (O’Boyle Jr et al., 2012). 

2.2. Servitization, performance, and family firms 

A parallel stream of research on servitization concentrates on the 
decision to offer services (Matthyssens and Vandenbempt, 2008). There 
are many reasons why manufacturing firms choose to offer services (i.e., 
servitization) but the most important ones are to: maintain or expand 
revenue streams (Reinartz and Ulaga, 2008), build customer loyalty 
(Oliva and Kallenberg, 2003), and strengthen their competitive standing 
(Vandermerwe and Rada, 1988). The choice to shift from merely of-
fering goods to offering goods and services is increasingly important in 
improving the performance of manufacturing firms (Raddats et al., 
2019). Servitization requires manufacturing firms to radically reorga-
nize their businesses by reconfiguring the model governing organiza-
tional structures, leadership, and strategic reallocations (Baines and 
Lightfoot, 2013). 

Despite most studies claiming that servitization exercises a positive 
impact on performance (e.g., Crozet and Milet, 2017) or yields an 
inverted U-shaped relationship (e.g., Fang et al., 2008; Kwak and Kim, 
2016), some authors claim that the financial benefits of servitization 
that are widely heralded do not materialize in many situations (Gebauer 
et al., 2005). This is known as the “service paradox”. The benefits of 
servitization may only materialize in performance over the long term 
and, in the short term, servitization may result in increased costs and an 
ambiguous direction in strategic positioning (Visnjic et al., 2016; 
Kowalkowski et al., 2017), higher labor costs, poorer cash flows, and 
increased asset outlay (Neely, 2008). 

Furthermore, the benefits of servitization depend upon contextual 
factors (Neely, 2008; Kowalkowski et al., 2017) including i) the level of 
economic development in the country (Moreno et al., 2020), where a 
medium level is associated with a stronger relationship between 
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servitization and performance; ii) the market and industry context 
(Chiarini and Vagnoni, 2017), where more developed economies have 
market size and proximity to customers and, therefore, tend to have 
greater success with servitization; and iii) internal factors such as firm 
age and size. Larger firms engage in higher levels of servitization (Neely, 
2008), which leads to higher levels of performance (Crozet and Milet, 
2017), particularly for older firms (Benedettini et al., 2017). In the 
context of SMEs, a small number of studies found support for the mixed 
effects of servitization on performance (e.g., Valtakoski and Witell, 
2018). 

To date, scant evidence exists on the relationship between family 
ownership and servitization. Servitization presents a double-edged 
sword proposition for family firms. On the one hand, family firms 
have fewer agency conflicts (Chrisman et al., 2004) because ownership 
and management “must live side by side” (Hernández-Perlines et al., 
2019, p. 3128). However, De Massis et al. (2016) found that family 
ownership is less important in predicting firm profitability than the 
owners’ goals. Moreover, these firms employ more flexible practices and 
display a greater commitment to their human capital (Kallmuenzer 
et al., 2018). Using more informal governance mechanisms (Calabrò and 
Mussolino, 2013), their preferences for greater control can expedite 
servitization-related decision making (Kallmuenzer et al., 2018). 
Owners tend to have long-term horizons (Patel and Fiet, 2011) because 
they wish to pass the firm on to a future generation. This may make them 
more willing to invest in servitization for the long term (Eddleston et al., 
2012). Their desire to maintain continuity and preserve their reputation 
(Habbershon and Pistrui, 2002) would lead one to expect a positive 
relationship between the family firm and servitization. 

On the other hand, servitization may require significant changes for 
family owners who not only have significant personal resources 
committed to the firm but also are concerned about losing SEW. The 
potential loss aversion associated with SEW could lower preferences to 
engage in servitization (Filser et al., 2018). Family firms are more loss 
averse compared to non-family firms, and they value independence and 
control (Andersson et al., 2018). Some family members may have strong 
emotional ties to certain assets of the business (Sydow et al., 2009), may 
be less inclined to dilute or meld the assets and resources with those of 
servitization stakeholders (Astrachan and Jaskiewicz, 2008) and, 
therefore, may not be receptive to the demands of servitization (Filser 
et al., 2018). Faced with challenges to the “status quo”, servitization 
does not sit easily with SEW preservation preferences (Roessl et al., 
2010), nor with the family firm’s need for security (Llanos-Contreras 
et al., 2020), its sense of belonging, nor its long-term objectives of 
maintaining continuity and preserving family traditions (Laffranchini 
et al., 2020). A shift to servitization may not be embraced by family 
firms because it requires them to be open to servitization-related inno-
vation and substantial changes in organizational structure (de Vries, 
1993; Kammerlander et al., 2015). The strategic choices and resource 
outlay involved in servitization require openness and co-development of 
resources, both financial and non-financial (Huikkola et al., 2016) and 
capabilities (Davies and Brady, 2000; Baines et al., 2011). 

Even if a family firm shows some openness to shifting to servitiza-
tion, it may not have all the necessary human resources, technology, or 
supply chain resources (Eddleston et al., 2008). Often, the involvement 
of family members in the firm’s management comes at the expense of 
vital knowledge and diverse perspectives (Arzubiaga et al., 2019), which 
can lead to strategic inertia (Minichilli et al., 2010). In addition, the 
uncertainty that comes with servitization may be detrimental not only to 
the family firm’s financial wealth but also to its reputation and status 
(De Massis et al., 2016), putting at risk the continued survival of the firm 
for future generations (Kellermanns et al., 2012; Kammerlander and 
Ganter, 2015). 

Similarly, family firms may wish to pursue servitization but are 
inhibited by limited financial resources (Carlock and Ward, 2001). 
Previous studies have shown that financing decisions in family busi-
nesses are quite distinct (Michiels and Molly, 2017). Raising either debt 

or equity lowers the control of family owners. External financial capital 
dilutes SEW (Filser et al., 2018) even though such funding may provide 
the only viable route to investing in servitization (Blanco-Mazagatos 
et al., 2007). 

Family firms may prioritize maintaining control and preserving a 
family-oriented agenda (Sciascia et al., 2015) over pursuing servitiza-
tion that would exert detrimental outside influences on SEW (Berrone 
et al., 2012). Hence, even if servitization plays a key role in manufac-
turers’ service-led growth (Kowalkowski et al., 2017), family firms may 
prefer non-servitization-based growth (cf. Andersson et al., 2018). In 
addition, when significant investment is required – as in the case of 
servitization – it may put the financial wealth of the family at risk as well 
as its reputation and status. Non-economic rationales related to SEW 
taint the perceived servitization benefits despite the longer-term pros-
pects of profit, expansion, and survival (Laffranchini et al., 2020). Thus, 
a negative relationship between the family firm and servitization is to be 
expected. Consequently, we propose the following first hypothesis: 

H1. : Relative to non-family firms, family firms have lower levels of 
servitization. 

2.3. The mediating role of servitization on family firms 

In terms of performance, do family firms benefit from servitization? 
And if so, what role does servitization, a new strategic choice, play in the 
process? Previous research has suggested that the strategic choice of 
firms, in particular their market orientation, plays an important role in 
explaining financial performance (Roundy et al., 2018). Yet, the direc-
tion of such a relationship has rendered inconclusive findings (Cusu-
mano et al., 2015), in particular in the case of SMEs and family firms. 
The causes of such conflicting outcomes are related to the diversity of 
definitions of family firms, the challenges in measuring SEW, and the 
limited consideration given to adequate mediators of such relationships 
(Chua et al., 2012; Razzak and Jassem, 2019). 

The shift to servitization can translate into an important competitive 
advantage (Storey et al., 2016). However, the choice and effort put into 
the service component determine the success of such change (e.g., 
Lightfoot and Gebauer, 2011) and the performance of the firm (Eggert 
et al., 2014). Furthermore, the firm may lack the resources and capa-
bilities needed (Ulaga and Reinartz, 2011). Few firms that enter service 
markets outperform their pure product counterparts in terms of financial 
performance. The failure to achieve the desired benefits of servitization 
(e.g., performance) may be related to the absence of a formal approach 
to engaging in servitization (Gebauer et al., 2008; Storey et al., 2016) 
and the ability to solve the “innovation paradox” within the confines of 
the family – that is to say, being able to align servitization decisions with 
the characteristics of the family firm (De Massis et al., 2016). 

This fit between innovation decisions and the characteristics of the 
firm can be especially relevant in family firms that may have limited 
resources or experience to provide the new services. In their quest to 
preserve non-economic goals (Zhang et al., 2006), internal conflicts may 
limit the full realization of servitization’s potential. Family firms may 
not be willing to change their routines and “the way things are usually 
done” (De Massis et al., 2016) because tradition is regarded as a 
“foundational element of successful family businesses” (Suddaby and 
Jaskiewicz, 2020, p. 234). This will be reflected in reduced openness to 
new strategic directions required by servitization and this, inevitably, 
will have consequences for the firm’s performance (Roundy et al., 
2018). Family firms may not want to cooperate or collaborate with 
partners in the service chain (Miller, 2015), and may also struggle to find 
qualified managers (Blumentritt et al., 2007). The required changes to 
services may or may not coincide with the family’s socio-emotional 
wealth (Gomez-Mejia et al., 2007). On the positive side, the long-term 
horizon that is a central feature of family firms (Le Breton-Miller and 
Miller, 2006) strengthens their financial, psychological, and socio- 
emotional commitment to the firm (Cannella and Shen, 2001) and 
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that, in turn, favors projects that may take years to yield returns and 
positively affect performance. If that is the case, family owners may not 
shy away from long-term projects, such as servitization. These argu-
ments seem to be supported by previous research, which found that 
servitization is very difficult for manufacturing firms – particularly, 
small and medium-sized firms whose natural inclination is to innovate 
through product development rather than services (Terziovski, 2010; 
Maes and Sels, 2014). 

Progressing from Hypothesis 1 and the above arguments, we posit 
that servitization mediates the relationship between family firms and 
performance. We propose the following hypothesis: 

H2. : Servitization mediates the relationship between family firms and 
performance, such that family firms realize lower performance through 
increased servitization. 

2.4. Data and methods 

2.4.1. Sample 
We draw on the population of Portuguese manufacturing firms (CAE 

[Código das Actividades Empresariais] industry codes from 10 to 33), from 
2010 to 2018. The data was available in the INFORMA D&B database 
that collects information using the IES (Informação Empresarial Sim-
plificada (IES)) form – a document the Portuguese government requires 
from all registered firms. The IES form is a yearly financial statement 
certified by an accountant. Compared to most countries where private 
firms are not mandated to disclose their financial statements, Portuguese 
law requires firms, irrespective of age and size, to disclose their financial 
information. 

We exclude observations of firms that have reported errors – namely, 
negative values of liabilities (current, non-current, and total liabilities) 
and assets (non-current, current, intangible, and total assets, trade ac-
counts receivables, inventories, and cash). After case-wise deletion, our 
final sample consists of 35,329 manufacturing firms, which represent 
203,686 firm-year observations. The sample includes 13,755 family 
firms representing 89,357 family-firm years, and 21,574 non-family 
firms representing 114,329 family-firm years. 

Table 1 presents the distribution of the firms among the two-digit 
industry codes. The largest share of firms (N = 6249), at 17.7 % of the 
sample, is in fabricated metal products, except machinery and equip-
ment (industry code: 25), followed by food products (N = 5354; 15.2 %; 
industry code: 10) and apparel (N = 2767; 7.8 %, industry code: 14). The 
smallest share of firms is in tobacco products (N = 3, industry code: 12), 
followed by the coke and refined petroleum products (N = 15; industry 
code: 19) and basic pharmaceutical products and pharmaceutical 
preparations (N = 90; industry code: 21). 

2.4.2. Variables 
Table 2 presents the operationalization for each variable. To mini-

mize the effect of outliers, all continuous variables are winsorized at the 
top and bottom 2.5 % of their distributions. 

2.4.2.1. Independent variable. A family firm is a dummy variable that 
equals one if the firm is owned by a family and is coded as zero if the firm 
is not owned by a family. The classification of the family was provided 
by Informa D&B, and it is based on the definitions provided by the Eu-
ropean Commission (2009). A family firm is considered one that exer-
cises ownership or management functions and participates in the 
majority of the decision-making events, either directly or indirectly, and 
that engages one or more family members – spouses, parents, children, 
or children’s heirs. 

Though the dummy variable of the family firm is a less rich measure 
because it does not account for the effects of generation, ownership, and 
control, a variety of studies in the family firm literature generally shows 
similar effects under alternative definitions of a family firm. Various 
studies in finance have also used a dummy variable measure of family 

firms (e.g., Andersson et al., 2018). 

2.4.2.2. Mediator variable. Servitization is the ratio of revenues from 
services to total revenues, both from services and products (e.g., Fang 
et al., 2008). 

2.4.2.3. Control variables. Size is proxied by the natural logarithm of 
the number of employees. More employees enable firms to have a larger 
production capacity and a greater variety of services (Leal-Rodríguez 
et al., 2015). The capacity to deal with short-term commitments is 
proxied by the natural logarithm of current assets and inventories. On 
the one hand, inventories ensure that firms can respond to immediate 
increases in demand for their products, which can be complemented by 
the services offered (Sirmon and Hitt, 2003). On the other hand, current 
assets can be transformed into cash rapidly and conveniently as the firm 
may require (López-de-Foronda et al., 2019). The debt ratio is defined as 
the ratio of total debt to total assets. It proxies for the creditworthiness of 
the firm and reflects the capacity of the firm to finance more resources 
using external sources of financing (Anderson et al., 2003). We also 
control for industry dynamism and munificence. Industry dynamism is a 
measure of variability in industry sales or the standard error derived by 

Table 1 
Distribution of firms in industry at 2 digits.  

Industry code Number of 
family firms 

Number of 
firms 

% of 
total 

10 Manufacture of food products  2201  5354 15.2 % 
11 Manufacture of beverages  399  910 2.6 % 
12 Manufacture of tobacco products  1  3 0.0 % 
13 Manufacture of textiles  649  1610 4.6 % 
14 Manufacture of wearing apparel  1041  2767 7.8 % 
15 Manufacture of leather and related 

products  
514  1618 4.6 % 

16 Manufacture of wood and 
products of wood and cork, except 
furniture; manufacture of articles 
of straw and plaiting materials  

1088  2494 7.1 % 

17 Manufacture of paper and paper 
products  

182  409 1.2 % 

18 Printing and reproduction of 
recorded media  

563  1679 4.8 % 

19 Manufacture of coke and refined 
petroleum products  

3  15 0.0 % 

20 Manufacture of chemicals and 
chemical products  

234  606 1.7 % 

21 Manufacture of basic 
pharmaceutical products and 
pharmaceutical preparations  

31  90 0.3 % 

22 Manufacture of rubber and plastic 
products  

425  955 2.7 % 

23 Manufacture of other non-metallic 
mineral products  

1071  2314 6.5 % 

24 Manufacture of basic metals  103  251 0.7 % 
25 Manufacture of fabricated metal 

products, except machinery and 
equipment  

2370  6249 17.7 % 

26 Manufacture of computer, 
electronic, and optical products  

56  196 0.6 % 

27 Manufacture of electrical 
equipment  

194  503 1.4 % 

28 Manufacture of machinery and 
equipment n.e.c.  

432  1161 3.3 % 

29 Manufacture of motor vehicles, 
trailers, and semi-trailers  

155  419 1.2 % 

30 Manufacture of other transport 
equipment  

51  142 0.4 % 

31 Manufacture of furniture  1055  2470 7.0 % 
32 Other manufacturing  453  1300 3.7 % 
33 Repair and installation of 

machinery and equipment  
484  1814 5.1 %  

Total  13,755  35,329 100.0 % 

Notes: N = 203,686 firm-year observations, representing a total of 35,329 
manufacturing firms. 
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regressing industry sales over five-year rolling windows. Industry 
munificence, a measure of growth in industry sales, is the beta derived 
by regressing industry sales over five-year rolling windows (Chirico 
et al., 2020). Finally, we include year dummies. 

2.4.2.4. Dependent variables. We use alternative measures for perfor-
mance. First, we use gross value added, measured as the difference be-
tween the production value (revenues from sales, services, gains in 
production in inventories, and other supplementary revenues) and the 
value of intermediate consumption (such as cost of sales, indirect taxes, 
and external supplies and service expenses). Second, we use the return of 

sales (ROS) as the ratio of net income to total revenues from sales and 
services (Amore et al., 2017). Finally, we use return on assets (ROA), 
defined as the ratio of net income to total assets. These measures have 
been widely used to evaluate the performance of family firms (e.g., IFB, 
2018; MacFeely and O’Brien, 2009). 

Table 3 presents the summary statistics of the sample across in-
dustries, and Table 4 presents the mean standard deviations and corre-
lations. Table 5 presents the mean values of the variables and the 
equality test to assess the difference in means between family and non- 
family firms. The results show that family firms have lower levels of 
servitization and lower profitability of sales (measured by ROS). How-
ever, they seem to use their resources more efficiently and have a higher 
mean for ROA. Furthermore, family firms have higher gross value 
added, more employees, higher inventories and current assets, and 
lower levels of debt. The industry dynamism is very similar between 
family and non-family firms, while non-family firms have slightly higher 
industry munificence. 

Taking into consideration the differences between family and non- 
family firms in terms of servitization and performance (ROS), we split 
the firms into four quadrants. The results are presented in Fig. 1 and 
Table 6. Table 7 presents the one-sample multivariate test on means. 
According to the estimates in the table, the null hypothesis is rejected, 
showing that the mean of ROS within the groups is different. Family 
firms have, on average, lower levels of servitization. For those com-
panies that have servitization, the profitability obtained is different, 
depending on the business type. Thus, non-family firms have higher 
levels of ROS (7.862 %), compared to family firms (5.219 %). Interest-
ingly, despite family firms not obtaining the same levels of profitability 
as non-family firms, it seems to pay off regardless because the profit-
ability of family firms without servitization is negative (− 2.298 %). 
Similarly, family firms with servitization have higher levels of ROA 
(0.486 % against a negative value for family firms without servitization 
of − 0.347 %). Finally, non-family firms without servitization obtain 

Table 2 
Variables operationalization.  

Variable Operationalization 

Family firms Dummy variable that equals one if it is a family firm and zero 
otherwise. 

Servitization The ratio of revenues from services to total revenues, both 
from services and products. 

Gross value added 
(GVA) 

The difference between the production value (revenues from 
sales, services, gains in production in inventories, and other 
supplementary revenues) and the value of intermediate 
consumption (such as cost of sales, indirect taxes, and 
external supplies and services expenses). 

Return on sales 
(ROS) 

The ratio of the net income to total revenues from sales and 
services. 

Return on assets 
(ROA) 

The ratio of the net income to total assets. 

Current assets Natural logarithm of the current assets. 
Employees Natural logarithm of the number of employees. 
Debt ratio Natural logarithm of the ratio of total debt to total assets. 
Inventories Natural logarithm of inventories. 
Industry dynamism Variability in industry sales, standard error derived by 

regressing industry sales over five-year rolling windows. 
Industry 

munificence 
Growth in industry sales, beta derived by regressing industry 
sales over five-year rolling windows.  

Table 3 
Sample descriptions across industry at 2 digits.  

Industry code Family Servitization Performance 

ROS ROA Gross value 
added 

Mean SD Mean SD Mean SD Mean SD Mean SD 

10 Manufacture of food products  0.450  0.497  0.166  0.269  − 0.056  0.466  − 0.042  0.219  11.554  1.656 
11 Manufacture of beverages  0.466  0.499  0.069  0.177  − 0.017  0.549  0.015  0.098  11.494  2.144 
12 Manufacture of tobacco products  0.346  0.485  0.355  0.479  0.960  1.297  0.032  0.013  16.569  1.265 
13 Manufacture of textiles  0.460  0.498  0.198  0.345  0.109  0.859  0.011  0.126  12.000  1.812 
14 Manufacture of wearing apparel  0.455  0.498  0.216  0.347  0.032  0.841  − 0.006  0.162  11.946  1.678 
15 Manufacture of leather and related products  0.385  0.487  0.134  0.281  0.051  0.590  0.015  0.141  12.284  1.587 
16 Manufacture of wood and products of wood and cork, except furniture; 

manufacture of articles of straw and plaiting materials  
0.488  0.500  0.147  0.281  0.000  0.545  0.004  0.133  11.312  1.617 

17 Manufacture of paper and paper products  0.507  0.500  0.034  0.140  0.004  0.329  0.011  0.115  12.269  2.036 
18 Printing and reproduction of recorded media  0.359  0.480  0.139  0.307  0.043  0.791  − 0.006  0.158  11.276  1.655 
19 Manufacture of coke and refined petroleum products  0.178  0.385  0.286  0.327  0.092  0.211  0.040  0.072  14.038  3.078 
20 Manufacture of chemicals and chemical products  0.431  0.495  0.060  0.184  0.013  0.390  0.017  0.123  12.149  2.150 
21 Manufacture of basic pharmaceutical products and pharmaceutical 

preparations  
0.382  0.486  0.105  0.224  0.002  0.558  0.011  0.133  13.362  2.652 

22 Manufacture of rubber and plastic products  0.486  0.500  0.071  0.195  0.039  0.428  0.021  0.106  12.483  1.766 
23 Manufacture of other non-metallic mineral products  0.502  0.500  0.090  0.202  − 0.046  0.465  − 0.013  0.134  11.632  1.777 
24 Manufacture of basic metals  0.455  0.498  0.072  0.193  0.016  0.381  0.015  0.121  12.602  2.080 
25 Manufacture of fabricated metal products, except machinery and 

equipment  
0.423  0.494  0.266  0.355  0.115  0.830  0.014  0.130  11.634  1.595 

26 Manufacture of computer, electronic, and optical products  0.296  0.457  0.231  0.313  0.060  0.760  0.030  0.130  12.139  2.245 
27 Manufacture of electrical equipment  0.428  0.495  0.121  0.241  0.019  0.469  0.018  0.124  12.144  1.994 
28 Manufacture of machinery and equipment n.e.c.  0.416  0.493  0.184  0.276  0.079  0.567  0.028  0.119  12.190  1.742 
29 Manufacture of motor vehicles, trailers, and semi-trailers  0.408  0.491  0.181  0.297  0.041  0.659  0.009  0.133  12.839  2.195 
30 Manufacture of other transport equipment  0.396  0.489  0.237  0.372  0.159  0.891  0.018  0.112  12.412  1.979 
31 Manufacture of furniture  0.488  0.500  0.094  0.222  − 0.028  0.472  − 0.013  0.157  11.269  1.630 
32 Other manufacturing  0.397  0.489  0.122  0.249  0.010  0.560  0.006  0.166  11.092  1.676 
33 Repair and installation of machinery and equipment  0.318  0.466  0.467  0.338  0.190  0.972  0.027  0.162  11.128  1.635  

Total  0.439  0.496  0.177  0.302  0.032  0.661  0.000  0.155  11.687  1.766 

Notes: N = 203,686 firm-year observations, representing a total of 35,329 manufacturing firms. 
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negative outcomes measures both by ROS and ROA. 

2.4.3. Results 
To test our hypotheses, because of the time-invariant measure of the 

family firm, we use random effects regression. Hypothesis 1 posited that 
family firms would have lower levels of servitization. Table 5 showed 
that family firms have indeed lower mean values of servitization. In 
Table 8, model 2, the results related to the direct effect of the family firm 
on ROS show that the relationship is negative and significant 
(β = − 0.040, p < 0.01). We find support for Hypothesis 1 (β = − 0.038, 
p < 0.01), that is, family firms have lower levels of servitization. 

Next, we test the mediation role of servitization (Table 8), using 
Baron and Kenny’s (1986) logic for inferring mediation. The direct effect 
of the family firm on performance is negative and significant (model 2), 
and the effect of the family firm on servitization is negative (model 3). 
The direct effect of servitization on performance is positive and signif-
icant (model 4) and also positive and significant when including family 
firms (model 5). Based on the negative effect in model 3 (Step 2) and the 
positive effect in model 5 (Step 4), the net mediation effect is negative 
(− 0.038 * 0.412 = − 0.02; Sobel test = − 9.988). Overall, Hypothesis 2 is 
supported. 

In addition to return on sales, in Tables 9 and 10, we test whether our 
findings are consistent with the main analysis on return on assets (ROA) 
and gross value added (GVA). We find that the mediation inferences are 
consistent with the main inferences. The effect of servitization on 
profitability is not driven by the choice of ROS as a performance mea-
sure, and the results hold when using ROA and GVA. 

2.4.4. Robustness checks 

2.4.4.1. Possibility of moderation effects. In model 6 of Tables 8 to 10, we 
tested whether the moderation effects between the family firm and 
servitization are significant. We find that interaction is non-significant, 
supporting the mediation model and failing to provide evidence of a 
moderation effect of servitization. Specifically, in Table 8 (model 6), the 
moderation effect on ROS is not significant (β = − 0.035, p > 0.10). 
Similarly, in Table 9 (model 6), the moderation effects on ROA are not 
significant (β = − 0.001, p > 0.10), and the moderation effect on gross 
value added is marginally significant (β = − 0.035, p < 0.10). 

2.4.4.2. High and low servitization. Restricting the sample to those with 
servitization levels higher than zero, we create a high versus low ser-
vitization variable split at the median. In Table 11, the effects are 
consistent with those of the main effects. 

Ta
bl

e 
4 

M
ea

n,
 S

D
, a

nd
 p

ai
rw

is
e 

co
rr

el
at

io
ns

.  
 M

ea
n 

SD
 

1 
2 

3 
4 

5 
6 

7 
8 

9 
10

 

1 
Fa

m
ily

 fi
rm

s 
 

0.
43

9 
 

0.
49

6 
 

1 
   

   
   

2 
Se

rv
iti

za
tio

n 
 

0.
17

7 
 

0.
30

2 
 

−
0.

06
5*

**
  

1 
   

   
  

3 
G

ro
ss

 v
al

ue
 a

dd
ed

 (
G

VA
)  

11
.6

87
  

1.
76

6 
 

0.
11

1*
**

  
−

0.
07

3*
**

  
1 

   
   

 
4 

Re
tu

rn
 o

n 
sa

le
s 

(R
O

S)
  

0.
03

2 
 

0.
66

1 
 

−
0.

01
2*

**
  

0.
19

0*
**

  
0.

16
2*

**
  

1 
   

   
5 

Re
tu

rn
 o

n 
as

se
ts

 (
RO

A
)  

0.
00

0 
 

0.
15

5 
 

0.
01

2*
**

  
−

0.
02

0*
**

  
0.

27
4*

**
  

0.
43

6*
**

  
1 

   
  

6 
Cu

rr
en

t a
ss

et
s 

 
12

.4
57

  
1.

76
3 

 
0.

13
8*

**
  

−
0.

17
4*

**
  

0.
82

7*
**

  
0.

08
0*

**
  

0.
23

1*
**

  
1 

   
 

7 
Em

pl
oy

ee
s 

 
2.

25
2 

 
1.

16
6 

 
0.

11
6*

**
  

−
0.

07
0*

**
  

0.
88

4*
**

  
0.

03
3*

**
  

0.
06

3*
**

  
0.

76
8*

**
  

1 
   

8 
D

eb
t r

at
io

  
0.

96
2 

 
0.

12
3 

 
−

0.
02

6*
**

  
0.

00
9*

**
  

−
0.

03
9*

**
  

−
0.

10
8*

**
  

−
0.

22
1*

**
  

−
0.

06
2*

**
  

0.
01

0*
**

  
1 

  
9 

In
ve

nt
or

ie
s 

 
9.

90
7 

 
3.

64
1 

 
0.

13
9*

**
  

−
0.

24
6*

**
  

0.
50

7*
**

  
−

0.
06

9*
**

  
0.

03
4*

**
  

0.
62

4*
**

  
0.

52
6*

**
  

0.
02

9*
**

  
1 

 
10

 
In

du
st

ry
 d

yn
am

is
m

  
0.

06
0 

 
0.

05
9 

 
−

0.
00

8*
**

  
−

0.
06

8*
**

  
0.

08
6*

**
  

−
0.

00
9*

**
  

0.
02

2*
**

  
0.

13
3*

**
  

0.
05

8*
**

  
−

0.
01

1*
**

  
0.

08
8*

**
  

1 
11

 
In

du
st

ry
 m

un
ifi

ce
nc

e 
 

0.
00

2 
 

0.
10

2 
 

−
0.

01
2*

**
  

0.
01

1*
**

  
0.

04
3*

**
  

0.
06

0*
**

  
0.

09
3*

**
  

0.
02

4*
**

  
0.

00
9*

**
  

−
0.

01
3*

**
  

−
0.

00
5*

* 
 

−
0.

09
8*

**
 

Si
gn

ifi
ca

nc
e 

le
ve

ls
: *

**
 p

 <
0.

01
, *

* 
p 
<

0.
05

, *
 p

 <
0.

10
. 

Table 5 
Mean difference of variables, by business type.  

Variable Full sample 
N = 35,329 

Family 
firms 
N = 13,755 

Non-family 
firms 
N = 21,574 

t-Test 

Servitization  0.177  0.155  0.194  29.372*** 
Gross value added 

(GVA)  
11.687  11.909  11.514  50.320*** 

Return on sales 
(ROS)  

0.032  0.023  0.039  5.486*** 

Return on assets 
(ROA)  

0.000  0.002  − 0.002  − 5.514*** 

Current assets  12.457  12.732  12.242  − 62.854*** 
Employees  2.252  2.405  2.132  − 52.812*** 
Debt ratio  0.962  0.959  0.965  11.633*** 
Inventories  9.907  10.478  9.461  − 63.187*** 
Industry 

dynamism  
0.060  0.060  0.061  3.403*** 

Industry 
munificence  

0.002  0.001  0.003  5.343*** 

Significance levels: *** p < 0.01, ** p < 0.05, * p < 0.1. 
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3. Discussion 

The burgeoning servitization literature has focused on a variety of 
contingencies in exploring the servitization and financial performance 
relationship (Kohtamäki et al., 2019; Raddats et al., 2019). As a system 
of complex interconnected elements within and outside the firm, servi-
tization requires coordination and communication across multiple levels 
of the firm. In this study, we explore an important factor – family firm 
governance – that may strengthen or weaken the servitiza-
tion–performance relationship. We asked whether family firms are more 
prone to servitization and whether the direction of this relationship, in 
turn, impacts firm performance. We found that family firms engage less 
in servitization and achieve lower performance. The findings carry both 
theoretical and managerial implications. 

3.1. Theoretical implications 

In line with Lexutt (2020), “servitization research is ambiguous 
regarding its conceptualization of servitization success and the results 
are often inconclusive or even contradictory” (p. 105). Lexutt (2020) 
suggests that a configurational approach may be informative in assess-
ing how the variety of economic and non-economic goals that family 
firms typically possess may impact the degree of servitization. Due to 
concerns about non-economic goals and dynastic control (Casson, 1999; 
Chua et al., 2012), family firms may be less inclined to pool resources 

and develop shared servitization routines in collaboration with outside 
firms and customers. Family owners may imbue their firms with deeply 
rooted personalistic values that may not accord with the need to co- 
develop servitization goals across firm boundaries. In a similar vein, 
parsimony may constrain a family firm from allocating slack resources 
that are needed to develop servitization capacity. Servitization requires 
experimentation and a search for additional resources (Baines et al., 
2020; Vendrell-Herrero et al., 2014) that loss-averse family firms may 
not be willing to undertake, being loath to allocate such resources 
(Alessandri et al., 2018). Limited human capital and few competitive 
resources are additional factors that may lower the extent of servitiza-
tion in family firms. 

Possibly, the personalism, particularism, and parsimony of family 
firms may explain the results (Carney, 2005). Although our data do not 
allow us to assess potential mechanisms – and such mechanisms may be 
idiosyncratic to the firm – we draw on prior family business research to 
provide plausible explanations. Given these characteristics, family firms 
may be less disposed to develop corporate culture with diffused decision 
making across firm boundaries and shared resource commitments as 
part of a co-developed servitization plan. Building upon the social 
network theory, a better understanding of the idiosyncrasies of family 
governance will enable stakeholders to adapt or develop managerial 
solutions for value creation. The distinctive features of family firms call 
for models that reconcile the intertwined relationships between families 
and their economic and non-economic goals, on the one hand, and the 
goals and ambitions of stakeholders, on the other, by developing a 
deeper understanding of stakeholder networks. The selection of network 
partners through the SEW lens could explain how family firms share 
knowledge resources, manage power, control differentials, and facilitate 
the flow of servitization knowledge through the stakeholder networks. 

Although servitization could be construed as a long-term strategy 
consistent with several findings in family business research, we find that 
family owners are less amenable to longer-term, collaborative serviti-
zation commitments. Research has found support for lower R&D in-
vestment, limited internationalization, and a reduced propensity to 

Servitization

epy
Tssenisu

B

Family Firms with Servitization 
(N=10,519)

ROS (5.219%),

ROA (0.486%),

GVA (12.165)

Family Firms without Servitization 
(N=3,236)

ROS (-2.298%),

ROA (-0.347%),

GVA (11.499)

Non-Family Firms with Servitization 
(N=16,117)

ROS (7.862%),

ROA (0.003%),

GVA (11.754)

Non-Family Firms without Servitization 
(N=5,457)

ROS (-2.242%),

ROA (-0.0567%),

GVA (11.135)

Fig. 1. Firm profile descriptives, according to servitization and family business.  

Table 6 
Mean value of servitization and performance, by business type and servitization.   

Type of Firm Number of firms Servitization Performance 

ROS ROA Gross value added (GVA) 

1 Family firms with servitization  54,924 25.138 % 5.219 % 0.486 %  12.165 
2 Family firms without servitization  34,433 0 % − 2.298 % − 0.347 %  11.499 
3 Non-family firms and with servitization  69,977 31.707 % 7.862 % 0.003 %  11.754 
4 Non-family firms and without servitization  44,352 0 % − 2.242 % − 0.567 %  11.135 

Notes: N = 203,686 firm-year observations, representing a total of 35,329 manufacturing firms. 

Table 7 
Test for equality of 4 group means, for ROS.   

Statistic F(df1, df2 =F) Prob>F 

Wilks’s lambda  0.9954 3.0, 203682.0  313.70  <0.001 
Pillai’s trace  0.0046 3.0, 203682.0  313.70  <0.001 
Lawley-Hotelling trace  0.0046 3.0, 203682.0  313.70  <0.001 
Roy’s largest root  0.0046 3.0, 203682.0  313.70  <0.001 

e = exact, a = approximate, u = upper bound on F. 
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acquire and divest on the part of such firms. Similarly, the expected non- 
economic losses from servitization may dissuade family firms from 
leveraging servitization as a means to improve performance. 

Moreover, the findings run counter to increased convergence in the 
manufacturing sector, where greater commoditization and homogeni-
zation of goods seems likely to drive loss-averse family business owners 

to engage in servitization. While the earlier call from Matthyssens and 
Vandenbempt (2008) was for firms to offer a combination of goods and 
services, servitization today requires a shift in resource deployment that 
may increase the risk to the firm. Family firms may be averse to 
experimenting with such novel servitization resources and capabilities. 
Therefore, despite the potential for improved performance and 

Table 8 
Random-effects regression estimates (ROS).   

(1) (2) (3) (4) (5) (6)  

Step 1 Step 2 Step 3 Step 4   

DV = ROS DV = Servitization DV = ROS DV = ROS DV = ROS 

Controls Family firm ➔ 
performance 

Family firm ➔ 
Servitization 

Servitization 
➔ 
performance 

Family firm and servitization ➔ 
performance 

Moderator effect of 
Servitization 

Family  − 0.040*** − 0.038***  − 0.026*** − 0.019***   
(0.007) (0.003)  (0.006) (0.006) 

Servitization    0.413*** 0.412*** 0.425***     
(0.018) (0.018) (0.023) 

Family x Servitization      − 0.035       
(0.038) 

Current assets 0.105*** 0.106*** − 0.017*** 0.115*** 0.115*** 0.115***  
(0.004) (0.004) (0.001) (0.004) (0.004) (0.004) 

Employees − 0.060*** − 0.059*** 0.016*** − 0.071*** − 0.071*** − 0.071***  
(0.005) (0.005) (0.002) (0.005) (0.005) (0.005) 

Debt ratio − 0.308 − 0.308 − 0.001 − 0.309 − 0.309 − 0.309  
(0.194) (0.194) (0.005) (0.197) (0.198) (0.198) 

Inventories − 0.022*** − 0.022*** − 0.006*** − 0.018*** − 0.018*** − 0.018***  
(0.001) (0.001) (0.000) (0.001) (0.001) (0.001) 

Industry dynamism − 0.124*** − 0.126*** − 0.061*** − 0.064* − 0.065** − 0.065**  
(0.034) (0.034) (0.009) (0.033) (0.033) (0.033) 

Industry munificence 0.168*** 0.169*** 0.015*** 0.161*** 0.162*** 0.162***  
(0.018) (0.018) (0.005) (0.018) (0.018) (0.018) 

Constant − 0.621*** − 0.617*** 0.477*** − 0.843*** − 0.840*** − 0.843***  
(0.200) (0.201) (0.013) (0.204) (0.204) (0.204) 

Time dummies Yes Yes Yes Yes Yes Yes 
Observations (firm- 

years) 
203,686 203,686 203,686 203,686 203,686 203,686 

Number of firms 35,329 35,329 35,329 35,329 35,329 35,329 

Note. Robust standard errors in parentheses; Significance levels: *** p < 0.01, ** p < 0.05, * p < 0.1. 

Table 9 
Random-effects regression estimates (ROA).   

(1) (2) (3) (4) (5) (6)  

Step 1 Step 2 Step 3 Step 4 Moderation  

DV = ROA DV = Servitization DV = ROA DV = ROA DV = ROA 

Family  − 0.008*** − 0.038***  − 0.008*** − 0.007***   
(0.001) (0.003)  (0.001) (0.002) 

Servitization    0.017*** 0.016*** 0.017***     
(0.002) (0.002) (0.003) 

Family x Servitization      − 0.001       
(0.004) 

Current assets 0.056*** 0.056*** − 0.017*** 0.056*** 0.056*** 0.056***  
(0.001) (0.001) (0.001) (0.001) (0.001) (0.001) 

Employees − 0.047*** − 0.047*** 0.016*** − 0.047*** − 0.047*** − 0.047***  
(0.001) (0.001) (0.002) (0.001) (0.001) (0.001) 

Debt ratio − 0.153 − 0.153 − 0.001 − 0.153 − 0.153 − 0.153  
(0.108) (0.109) (0.005) (0.108) (0.109) (0.109) 

Inventories − 0.005*** − 0.005*** − 0.006*** − 0.005*** − 0.005*** − 0.005***  
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Industry dynamism − 0.014* − 0.014* − 0.061*** − 0.011 − 0.012 − 0.012  
(0.008) (0.008) (0.009) (0.008) (0.008) (0.008) 

Industry munificence 0.068*** 0.069*** 0.015*** 0.068*** 0.068*** 0.068***  
(0.005) (0.005) (0.005) (0.005) (0.005) (0.005) 

Constant − 0.400*** − 0.399*** 0.477*** − 0.409*** − 0.408*** − 0.408***  
(0.111) (0.112) (0.013) (0.111) (0.112) (0.112) 

Time dummies Yes Yes Yes Yes Yes Yes 
Observations (firm-years) 203,686 203,686 203,686 203,686 203,686 203,686 
Number of firms 35,329 35,329 35,329 35,329 35,329 35,329 

Note. Robust standard errors in parentheses; Significance levels: *** p < 0.01, ** p < 0.05, * p < 0.1. 
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revenues, family firms may find the cooperative demands of servitiza-
tion and the resulting injection of non-family influences incompatible 
with family preferences. Despite the increasing convergence in the 
manufacturing sector, family firms, which are known to pursue non- 
economic goals over economic goals, have a lower propensity for 
servitization. 

For the broader servitization literature, our findings carry three key 
implications. First, in terms of collaboration between servitization 
partners, it is important to give due consideration to partners that are 
family owned. Our findings provide preliminary evidence that the 
presence of family firms in a servitization network may be detrimental to 
the servitization outcomes of other members. By collaborating with 
family firms, non-family servitization stakeholders should determine 
whether their goals and business behavior are not locking them into 
family-firm-specific assets that benefit family but not non-family firms 
(Rondi et al., 2021) thus restricting such firms to opportunities driven by 
SEW considerations (Arregle et al., 2017). Second, the assumption of 
economic and non-economic goal alignment driven by variations in 
governance levels must be closely examined. The transition and conti-
nuity risks for non-family firms are likely to be higher and may signifi-
cantly increase conflict and misalignment. Third, the presence of family 
firms in servitization networks may increase overall risk because the 
lower propensity to servitize may increase incompatibilities in service 
provision, leading to suboptimal customer and brand relationships and a 
greater number of erroneous servitization strategies. The discrepancies 
resulting from such misalignment could increase the overall risk in the 
servitization chain. 

3.2. Managerial implications 

Our study carries implications for managers of both family and non- 
family firms. First, our findings, somewhat indirectly, call on family 
firms not only to increase their propensity for servitization but also to 
leverage it as a tool for improving their competitiveness. The negative 
association between family firms and servitization demands a closer 
examination by family firms’ willingness to engage with external 
stakeholders and refrain from overly focusing on SEW considerations. 
Although the internally focused pursuit of non-economic goals may have 

its uses, growing convergence in manufacturing industry calls for a 
collaborative stance to improve long-term competitiveness. 

Our findings also serve to better inform servitization partners who 
are either seeking or continuing relationships with partner firms 
controlled by families. Although the compatibility of resources and goals 
are key considerations, our results indicate that firms should focus on 
the goals of the family firm and how they might contribute to collabo-
rative relationships. Importantly, our findings demonstrate that non- 
family firm partners should focus not only on the economic goals of 
collaboration but also on the non-economic motives. 

3.3. Limitations and future research 

This paper’s findings have several limitations that also offer scope for 
future research. First, we focus on the impact of the family firm using a 
binary measure of family ownership. Although our data beneficially 
provide reliable financial information, the reported family ownership 
measure does not adequately reflect the additional governance-related 
nuances on family involvement nor the generation of the family that 
currently controls the firm. Except for founder-firm effects, the effects of 
a variety of family-firm definitions are generally consistent. Neverthe-
less, the less rich definition of a family firm remains a limitation of this 
study. Future research could usefully focus on whether the identified 
relationship can vary with the definition of family-firm ownership types. 
Second, we have focused on firms in Portugal and, therefore, our find-
ings may not be generalizable to other contexts. As a predominantly 
service-oriented economy, it is possible that the manufacturing sector 
may not be as competitive and, therefore, family firms may not sustain 
the potential losses that come from lower servitization. We call on future 
researchers to assess the generalizability of our findings across other 
contexts. 

Third, although our findings are robust to three outcome variables – 
ROA, ROS, and gross value added – we are not able to examine the 
microdynamics of the service flow nor the dynamics that would allow us 
to examine richer interconnections between governance drivers and 
service mechanisms. Nevertheless, examining the richer in-
terconnections between family-firm service resource allocations and 
service-related outcomes may provide a salient opportunity to open the 

Table 10 
Random-effects regression estimates (Gross value added [GVA]).   

(1) (2) (3) (4) (5) (6)  

Step 1 Step 2 Step 3 Step 4 Moderation  

DV = GVA DV = Servitization DV = GVA DV = GVA DV = GVA 

Family  − 0.024*** − 0.038***  − 0.018** − 0.011   
(0.007) (0.003)  (0.007) (0.009) 

Servitization    0.187*** 0.186*** 0.199***     
(0.011) (0.011) (0.013) 

Family x Servitization      − 0.035*       
(0.021) 

Current assets 0.382*** 0.383*** − 0.017*** 0.387*** 0.387*** 0.387***  
(0.005) (0.005) (0.001) (0.005) (0.005) (0.005) 

Employees 0.915*** 0.915*** 0.016*** 0.910*** 0.910*** 0.910***  
(0.007) (0.007) (0.002) (0.007) (0.007) (0.007) 

Debt ratio − 0.077 − 0.077 − 0.001 − 0.077 − 0.077 − 0.077  
(0.099) (0.099) (0.005) (0.100) (0.101) (0.101) 

Inventories − 0.008*** − 0.007*** − 0.006*** − 0.006*** − 0.006*** − 0.006***  
(0.001) (0.001) (0.000) (0.001) (0.001) (0.001) 

Industry dynamism 0.023 0.022 − 0.061*** 0.050 0.049 0.049  
(0.046) (0.046) (0.009) (0.046) (0.046) (0.046) 

Industry munificence 0.191*** 0.191*** 0.015*** 0.188*** 0.188*** 0.188***  
(0.024) (0.024) (0.005) (0.024) (0.024) (0.024) 

Constant 5.007*** 5.010*** 0.477*** 4.906*** 4.909*** 4.906***  
(0.117) (0.117) (0.013) (0.118) (0.119) (0.119) 

Time dummies Yes Yes Yes Yes Yes Yes 
Observations (firm-years) 203,686 203,686 203,686 203,686 203,686 203,686 
Number of firms 35,329 35,329 35,329 35,329 35,329 35,329 

Note. Robust standard errors in parentheses; Significance levels: *** p < 0.01, ** p < 0.05, * p < 0.1. 
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black box of family firm ownership and servitization outcomes. 
Consistent with Fang et al. (2008), assessing the process of service 
transition and continuation in servitization by family firms remains an 
important question for future research. 

Fourth, in our data, we do not have information on whether a firm’s 
customers include B2B or B2C customers. Although servitization has 
greater desirability in B2C contexts, family firms may be better able to 
develop and sustain their relationships with fewer B2B customers. The 
more intensive and tailored relationship required for B2C may limit 
family firms from engaging in such intensive relationships and expend 
resources at the cost of their socio-emotional wealth. The form of busi-
ness – family or non-family firm – may have important implications for 
B2B and B2C relationships. 

Finally, the relationship between family firm-related governance and 
servitization does not capture the full range of richer governance cal-
culus. Though our financial data is reliable, it is limited by the coarse-
ness typical in balance sheet and income statement data. We are unable 
to explore the boundary conditions implicit in this relationship and are 
not able to capture the richer implications of loss aversion among family 
firms. Family firms may focus on a servitization perspective directed to 
short-term profits rather than building longer-term relationships at the 
expense of diluted SEW resulting from longer-term and richer serviti-
zation relationships with non-family firm stakeholders. Conversely, to 
preserve SEW, family firms may focus on longer-term strategic invest-
ment in servitization because it offers the longer-term possibility of 
preserving SEW and a less risky prospect than explorative innovation. 
Future studies could focus on these richer mechanisms that we are un-
able to parse in the current study. 

4. Conclusion 

In conclusion, complementing a significant body of research on 
servitization, we have focused on a less-traveled area of servitization 
research – the family firm – but one whose mode of ownership is prev-
alent. Our findings show lower servitization levels among family firms 
coupled with lower realized performance from servitization. These 
findings indicate that ownership type is an important consideration for 
servitization researchers; they invite family owners to improve their 
servitization capability in the face of convergence in the manufacturing 
industry and non-family collaborators to consider family ownership as a 
cautionary factor in developing servitization relationships. 
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Kohtamäki, M., Partanen, J., Parida, V., Wincent, J., 2013. Non-linear relationship 
between industrial service offering and sales growth: the moderating role of network 
capabilities. Ind. Market. Manage. 42 (8), 1374–1385. 
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