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ABSTRACT

Family businesses represent a crucial component of the global economy, yet many struggle to sustain performance
across generations. Previous studies have largely examined family values and innovation separately, but few have
explored how these two elements interact to enhance family business performance, particularly in developing
economies such as Indonesia, where cultural values strongly influence entrepreneurship. This study employs a
qualitative literature review by synthesizing research published between 2015 and 2025 from databases including
Scopus, ScienceDirect, and Google Scholar. A total of 120 papers were initially reviewed, from which 30 peer-
reviewed journal articles were selected based on relevance, methodological rigor, and academic credibility. The
findings indicate that family values such as trust, commitment, and responsibility form the emotional and ethical
foundation of long-term sustainability, while innovation serves as a strategic tool to adapt family businesses to
modern challenges. The integration of these two elements generates a unique competitive advantage that supports
intergenerational continuity and sustainable business growth.
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INTRODUCTION

Family businesses play a significant role in both global and national economies by contributing to
employment, innovation, and economic stability (De Massis & Foss, 2018). They are characterized by strong
emotional attachment, shared vision, and long-term orientation. In Indonesia, family-owned enterprises represent
the majority of small and medium-sized businesses, forming the backbone of the national economy. However,
despite their resilience and flexibility, many struggle to sustain performance across generations due to challenges
in innovation, succession, and governance (Eka Prillia & Edy Handoyo, 2023).

Innovation has become an essential element for maintaining competitiveness and ensuring the long-term
sustainability of family enterprises (Martinez-Alonso et al., 2019). At the same time, innovation within family
businesses is often influenced by deep-rooted family values that shape decision-making, leadership, and
organizational culture (Del Carmen Vasquez Torres et al., 2018). In developing countries like Indonesia, family
values such as trust, collectivism, and social responsibility strongly affect the way family members manage their
businesses. These cultural dynamics may either foster or hinder innovation depending on how they are interpreted
and institutionalized within the family system (Peng & Chong, 2016).

Previous studies have generally examined family values and innovation separately—focusing either on how
values affect governance or how innovation impacts business performance. However, existing studies have not
sufficiently explained how family values interact with innovation processes to sustain business performance,
especially in non-Western cultural contexts. This lack of integrated understanding limits the development of a
comprehensive framework for sustainable family entrepreneurship in developing economies where cultural and
institutional settings differ significantly from those in Western economies (Martini et al., 2017). Thus, this study
addresses this gap by systematically reviewing recent literature to conceptualize the interaction between family
values and innovation in sustaining family business performance. By synthesizing studies published between 2015
and 2025, this research aims to develop a conceptual understanding of how the synergy between tradition and
innovation contributes to sustainable family entrepreneurship (Curado & Mota, 2021).

METHOD

This study adopts a qualitative literature review approach to explore the role of innovation and family values
in enhancing family business performance and sustainability. A literature review was chosen because it enables
the synthesis of existing knowledge and the identification of theoretical patterns relevant to the topic (Snyder,
2019)
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The data for this study were collected from reputable academic databases, including Scopus, ScienceDirect,
Emerald Insight, and Google Scholar. The search covered publications between 2015 and 2025, as this range
captures the most recent decade of research development on innovation and family business sustainability.

The review process followed several systematic steps to ensure rigor and transparency:
Step1 : Identify relevant keywords, such as ‘“family values”, ‘“innovation”, ‘family business”, and
“sustainability”.

Step 2 : Conduct a database search using Boolean combinations (e.g., "family business" AND "innovation" AND
"sustainability™).

Step 3 : Screen and filter the results based on inclusion and exclusion criteria only peer-reviewed journal articles
written in English were included, while conference papers and non-academic materials were excluded.
Step4 : Review the abstracts and full texts to ensure alignment with the research objectives.
Step 5 : Select the most relevant studies and extract key findings and theoretical perspectives for analysis.

In total, 30 journal articles were reviewed and analyzed after screening an initial pool of 120 publications.

Data Analysis Technique
The selected literature was analyzed using a thematic analysis approach adapted from Braun and Clarke
(2006). This process involved identifying, categorizing, and interpreting patterns across studies to discover
relationships between family values, innovation, and business performance.
Thematic coding was organized into three main categories:
1. The influence of family values on business management.
2. The role of innovation in maintaining business competitiveness.
3. The integration of family values and innovation to enhance sustainability.
This analytical process allowed the development of a conceptual framework connecting cultural and strategic
aspects of family business performance (Braun & Clarke, 2006).

Validity and Reliability

To ensure the validity and reliability of findings, multiple strategies were employed. Triangulation of sources
was achieved by comparing insights from different databases and authors to minimize source bias and enhance
thematic reliability (Santos et al., 2020). The inclusion and exclusion procedures were consistently applied, and
the analytical process was carefully documented to maintain the traceability of interpretations and conclusions.

RESULTS AND DISCUSSION

1.  The Influence of Family Values on Business Management
Family values form the emotional and ethical foundation that guides strategic decisions, leadership
behavior, and long-term vision in family businesses (Flen Rossi & Rojas-Vallejos, 2024). According to
(Yilmaz et al., 2024), family values such as trust, commitment, and responsibility promote continuity and
cohesion across generations. These values are deeply rooted in socioemotional wealth theory, which
emphasizes non-financial goals like family legacy and reputation (Flen Rossi & Rojas-Vallejos, 2024). In the
Indonesian context, collectivism and harmony-based relationships further strengthen business resilience
(Kussudyarsana et al., 2024). Innovation within family firms does not conflict with traditional values; rather,
it acts as a mechanism to renew and preserve the family legacy (Erdogan et al., 2020). (Barros-Contreras et
al., 2024) highlighted that innovation through tradition enables family firms to leverage their historical values
while adapting to modern technologies and market dynamics. Similarly, (Porfirio et al., 2024) found that
family firms with strong value-based cultures tend to embrace digital transformation more effectively. This
hybrid approach maintaining heritage while adopting innovation ensures continuity and competitiveness.
2. The Role of Innovation in Maintaining Competitiveness
Innovation acts as a critical driver for sustaining competitiveness and adapting to environmental change
(Agazu & Kero, 2024). found that innovation in family businesses is not merely technological but often
process- and culture-based, reflecting a balance between heritage and modernization. Similarly, (Heider et
al., 2022) introduced the concept of innovation through tradition, where family firms leverage historical
values to drive creativity and differentiation. Digital transformation has become particularly relevant for
family firms in the post-pandemic era, enabling them to develop new business models and reach broader
markets while preserving core family values (Tutar et al., 2024).
3. The Integration of Family Values and Innovation for Sustainability
The interaction between family values and innovation creates a distinctive competitive advantage that
fosters long-term sustainability (Heider et al., 2022). When values such as trust, learning orientation, and
social responsibility are embedded in innovation strategies, they generate enduring stakeholder relationships
(Fb & Rahmiati, 2020). demonstrates that the alignment of values and innovation enhances firm adaptability
and intergenerational succession. In developing countries, this alignment helps family firms navigate
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uncertain institutional environments, ensuring that business growth aligns with ethical and social objectives
(Mousa & Arslan, 2023)

Table 1. Summary of Key Themes, Main Findings, and Implications

Theme Key Authors Main Findings Implications
Family Values Flen Rossi & Rojas-Vallejos | Family values such as trust, | Family values form the
(2024) commitment, and emotional and ethical
Yilmaz et al. (2024) responsibility shape foundation for long-term
Kussudyarsana et al. (2024) | leadership behavior, business continuity,
Erdogan et al. (2020) promote intergenerational supporting stable
cohesion, and strengthen governance and
socioemotional wealth. In leadership succession.

collectivist contexts like
Indonesia, harmony and
shared responsibility
enhance resilience.
Innovation Innovation acts as a ke Innovation enables
Agazu & Kero (2024) driver for competitiven)éss, family firms to remain
Heider et al. (2022) combining traditional values | competitive by balancing

Tutar et al. (2024) with digital transformation. | heritage and
Barros-Contreras et al.

It is not only technological modernization, fostering
(202,4 ) but also cultural and renewal while preserving
Porfirio et al. (2024) process-based, promoting core values.
adaptability.
Integration of | Heider et al. (2022) The interaction between Integrating values with
Family  Values | Fb & Rahmiati (2020) family values and innovation | innovation leads to
and Innovation Mousa & Arslan (2023) creates a distinctive sustainable business
competitive advantage and models, intergenerational
enhances sustainability. success, and ethical
Embedding trust, learning, growth aligned with

and social responsibility in social objectives.
innovation strengthens

stakeholder relationships.
Source: Compiled by the authors based on literature synthesis (2015-2025)

CONCLUSION AND IMPLICATONS

This study provides an integrative understanding of how family values and innovation interact to enhance the
performance and sustainability of family businesses. Based on a review of 30 journal articles published between
2015 and 2025, the findings reveal that family values such as trust, commitment, and responsibility act as the
emotional and ethical foundation that shapes long-term strategies and intergenerational cohesion (Flen Rossi &
Rojas-Vallejos, 2024; Yilmaz et al., 2024). Meanwhile, innovation serves as a dynamic force that allows family
firms to balance traditional heritage with modern market challenges (Heider et al., 2022; Tutar et al., 2024). The
synergy between family values and innovation generates a unique competitive advantage. When these two
dimensions are effectively aligned, family businesses can sustain performance, adapt to technological and social
transformations, and preserve their legacy across generations (Calabro et al., 2020; Rondi et al., 2021). This finding
reinforces the concept of innovation through tradition, where continuity and creativity coexist as complementary,
not conflicting, forces (Erdogan et al., 2020).

Theoretical Implications

From a theoretical standpoint, this study contributes to the growing body of knowledge on family business
management by reinforcing the linkage between socioemotional wealth theory (Gomez-Mejia et al., 2019) and
innovation theory (De Massis & Foss, 2018). The findings demonstrate that innovation in family businesses is not
only technological but also cultural and value-driven (Heider et al., 2022). This integration expands the conceptual
understanding of how family-oriented goals and innovation capability jointly drive sustainability. Furthermore,
contextual factors such as collectivist culture and intergenerational trust significantly influence how values are
transformed into innovative practices (Kussudyarsana et al., 2024).



The Synergy of Family Values and Innovation in Enhancing Family Business Performance: A Literature Review
4

Future studies are encouraged to empirically test this conceptual relationship using mixed-method or cross-country
comparative approaches, particularly in emerging economies where family enterprises dominate the business
landscape (Curado & Mota, 2021).

Practical Implications

From a managerial perspective, this study suggests that family business owners should institutionalize core family
values within their governance structures while simultaneously fostering an environment that encourages
creativity, experimentation, and digital adaptation (Rau et al., 2022; Porfirio et al., 2024). Policymakers are also
advised to design programs that strengthen innovation ecosystems for family-owned SMEs such as training in
digital literacy, access to innovation funding, and mentorship programs that support intergenerational succession
(Mousa & Arslan, 2023). In conclusion, family values and innovation should not be perceived as opposing forces
but rather as mutually reinforcing pillars of sustainability. Their integration offers a strategic path for building
resilient, ethical, and future-oriented family enterprises that can thrive across generations.
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