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Highlights

e This study aims to fill the knowledge gap on how new value is created with the entry of the
new generation, presenting a conceptual framework to explain the two-generational value
creation process in family businesses.

e  The findings indicate that the entry of the new generation and effective interaction between the
two generations play a key role in the value creation process, such that the creation of new
value is mainly carried out by the capabilities of the second generation, while resource
management and allocation and coordination of activities are the responsibility of the first
generation.

e The results show that two-generational value creation arises from the absorptive capacity of
the second generation and its awareness of modern technologies, and family businesses need
to leverage the capabilities of the active second generation and experts with absorptive capacity
and executive ability to succeed in creating new value.

Extended Abstract

Introduction: The sustainability and success of family businesses are often shaped by a duality of
drivers and hindrances. While the entrepreneurial spirit of the founding generation (Generation 1)
provides a strong impetus, challenges arise in the effective transition and integration of the
succeeding generation (Generation 2). A significant hurdle is the adoption of new technologies and
the navigation of the digital landscape, which can be met with resistance by established business
models. Consequently, family businesses exhibit unique patterns in the drivers and processes of
Business Model Innovation (BMI). The study highlights that many family enterprises struggle to
adapt their business models, underscoring the need for more research into the multifaceted role of
generational involvement in fostering innovation. The interaction between generations is posited as
a key element influencing BMI, particularly with the emergence of the younger generation. Both
Generation 1 and Generation 2 possess distinct attributes that impact the innovation of business
models and the creation of new value, necessitating a deeper understanding of their combined
capabilities. The research emphasizes that while Generation 2 brings fresh perspectives and a
propensity for innovation, the process of building new capabilities and creating value requires
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careful navigation. Elucidating the role of the new generation in preparing the business for change
is therefore paramount. A common observation is Generation 1’s reluctance towards digital
transformation. Future research is recommended to explore how BMI can be achieved despite
Generation 1’s potential resistance to change. Furthermore, limited studies have investigated the
internal drivers of value creation and the specific role of knowledge exchange between generations
in fostering innovation within family firms. Identifying the precise factors that influence value
creation is therefore essential. While existing research has utilized resource-based perspectives to
explain adaptation mechanisms in family businesses, the integration of generational contributions
has been less emphasized. The role of the new generation’s succession in driving BMI within family
businesses is particularly under-researched, especially from a knowledge and capability-centric
viewpoint. This study aims to contribute theoretically by examining the characteristics of
Generation | that may act as sources of innovation inertia, while also highlighting the importance
of analyzing the interplay between value creation and the roles of both generations. The research
objective is to delineate the antecedents, barriers, processes, and outcomes associated with two-
generational value creation. By analyzing the capabilities of both generations in the context of BMI
and value creation, this study seeks to expand the understanding of family business dynamics. The
core aim is to illuminate the drivers and barriers associated with business model change facilitated
by intergenerational collaboration, thereby addressing the under-explored aspects of value creation
driven by the entry and capabilities of the new generation in family businesses.

Methodology: This research adopts a qualitative methodology, employing a multiple case study
approach to investigate two-generational value creation in family businesses. The study focuses
specifically on companies within the publishing industry, selecting five representative cases for in-
depth analysis. Data collection primarily involved semi-structured interviews conducted with key
stakeholders, including members of both the first and second generations of these family
businesses, as well as relevant external experts. These interviews were designed to gather rich,
nuanced insights into their perceptions, experiences, and strategies related to value creation,
innovation, and the dynamics of intergenerational collaboration. Following the transcription of
interviews, a rigorous qualitative data analysis process, including coding, was undertaken. This
process involved identifying central themes, categories, and specific concepts that emerged from
the data, relating to antecedent factors, challenges faced, implemented solutions, the distinct
capabilities of Generation 1 and Generation 2, and the resultant outcomes of their combined efforts
in value creation. The insights derived from this analysis were synthesized to develop a
comprehensive conceptual framework that illustrates the complex interplay of elements
contributing to two-generational value creation within the studied family businesses. The
methodological approach prioritizes understanding the contextual factors and intergenerational
interactions that drive or impede innovation and value creation.

Results:The findings of this research underscore the critical role of the new generation (Generation
2) and their inherent capabilities, particularly their absorptive capacity, in driving two-generational
value creation within family businesses. Continuous learning, a proactive search for new
opportunities, and a keen awareness of modern technologies are identified as key attributes of
Generation 2 that facilitate innovation and the creation of new value. Their ability to discern
evolving customer needs and effectively leverage external knowledge and expertise is central to
this process. Concurrently, Generation 1 provides indispensable managerial and strategic support.
Their experience in resource management, activity coordination, financial provision, and risk
mitigation forms a stable foundation upon which Generation 2 can build. The synergy between
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Generation 2’s innovative impetus and Generation 1’s seasoned oversight is paramount for
successful value creation.

Key enablers identified in the study:

* Leveraging New Resources and Capabilities: The integration of social and human capital from
both generations, augmented by the expertise of external professionals, creates a powerful resource
base. Generation 2’s proficiency in information technology and their capacity to absorb external
knowledge, combined with Generation 1’s tacit knowledge, represents a significant asset for value
creation.

* Cultivating an Innovative Culture: The influx of Generation 2 often imbues the organization with
increased motivation, a greater willingness to take risks, and enhanced flexibility, thereby
challenging and potentially reshaping the traditional mindset of Generation 1. This shift fosters an
environment conducive to open information exchange and innovation. The trust placed by
Generation 1 in the abilities of Generation 2 is a critical factor in the acceptance of novel ideas.

*Implementing Supportive Structures and Systems: The inherent drive of the younger generation

fuels a stronger impetus for creating new value. The entry of Generation 2 and external experts,
coupled with the establishment of collaborative structures, cultivates a dynamic and creative
atmosphere within the company. Clearly defined responsibilities and the creation of growth
opportunities for the upcoming generation are vital components of this supportive ecosystem.

* Employing Learning and Knowledge Management: Generation 2 brings with them a fresh
reservoir of knowledge, specialized skills, and a high capacity for learning, often acquired from
external sources. Establishing effective mechanisms for knowledge integration, exchange, and
continuous learning between the generations is essential. This dynamic process of knowledge
accumulation and dissemination significantly enhances the firm’s adaptive capabilities and its
potential for creating new value.

The research also identified several challenges that can impede this process. These include potential
resistance to change, a lower appetite for risk, and inflexibility within Generation 1. Furthermore,
intergenerational conflicts and a lack of transparent communication can act as significant barriers
to effective collaboration and value creation.

To address these challenges, the study proposes several solutions: fostering a clear long-term vision,
enhancing motivation and flexibility within Generation 1, and maximizing Generation 2’s
absorptive capacity through robust knowledge exchange and integration. Adapting management
styles, creating more agile organizational structures with the active involvement of the new
generation, and cultivating an innovative culture are also highlighted as crucial strategies.

In essence, the study concludes that successful two-generational value creation is intrinsically
linked to effective collaboration, mutual trust, and the seamless integration of diverse capabilities
and knowledge bases from both generations. Generation 2 often serves as the primary catalyst for
innovation and change, while Generation 1 provides the foundational stability, strategic guidance,
and resource management necessary for sustained success.
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