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Chapter 1: Introduction

1.1 Background

Family businesses form a crucial part of the economy and act as major
employers throughout the world. They make up more than 60% of all
companies in Europe (European Commission, n.d.). According to the Finnish
Family Business Network, in 2014 of the approximately 274 000 companies
in Finland, about 62 000 are family businesses employing over half a million
employees. This accounts for some 40% of all employees in the corporate
sector. Family businesses have some notable differences when compared to
companies with different ownership structures. Tourunen (2009) and
Leskinen (2018) propose that small and medium-sized family businesses are
more solvent and self-sufficient than their non-family-owned counterparts.

This necessitates research specifically on family businesses.

The definition of family business lacks consensus among researchers.
According to Litz (1995), a research problem in undertaking family business
research is what exactly is meant by the concept of the family business. The
definition of family businesses is crucial to the research, both for achieving
generalizable results, and for ensuring that some key insights are not
overlooked. Definitions of family business do not just tackle the question of
ownership, but also other factors that define the whole scope of the research
field. In some studies, up to 79% of all companies were classed as family
businesses (Chrisman, Chua, Litz, 2004), whereas in others the figure was

merely 15%.

While a single definition is not accepted worldwide, international effort to
standardize the term has been made. The European Commission (n.d.),

defines family businesses as companies having the majority of decision-



making rights in the possession of either the business’s establisher, the
one(s) that has/have acquired the share capital of the business, or in the
possession of their spouses, parents, child, or children’s direct heirs. Also, at
least one representative of the family or kin must be formally involved in the
governance of the firm. Additionally, listed companies need to have the
person who established or acquired the company, or their families or
descendants possess 25 percent of the decision-making rights mandated by
their share capital to be defined as a family enterprise. The same definition is
also used by the Finnish Family Business Network, an organization that
includes about 450 Finnish family businesses. Since the same or very similar
definition is used on both a global and national scale, the definition by the

European Commission will also be used in this thesis.

Digitalization as a phenomenon is an international megatrend, and Finnish
companies cannot fall behind in the transformation of industries. While
digitalization has significant implications for the business world, it also affects
the rest of society, as it is a multi-dimensional phenomenon. The pressure to
advance the use of digital solutions does not come just from inside the
companies, but also due to the ever-tightening competition. Digitalization has
even been described as a race (Scullion, 2022). Poorly understood or
realized digital capabilities and opportunities can also lead to a higher
turnover for key personnel. According to Kane, Palmer, Nguyen Phillips,
Kiron, and Buckley (2017), the risk for vice president level leaders leaving
within a year is over 15 times higher in companies where the opportunities to
develop in a digital environment are not provided. For the sales staff, the risk
was over sixfold. The competitiveness brought by digitalization is not limited
to competition for consumers, but also for skilled employees.

According to Rogers, Pérez-Moifio, and Poncela. (2021), the COVID-19
pandemic affected the digital market evolution by compressing several years'
worth of development into only a few months. Increasing concerns about
privacy regarding third-party cookies have also impacted digital marketing as

an industry.



Some research on the subject has been conducted both on an international
and national scale. Cravotta and Grottke (2019) have explored the
opportunities and challenges of digitalization specifically for German family
firms. PWC’s Global Family Business Survey (Bartels & Englisch, 2021)
clarifies digitalization’s effects on family businesses both in an international
and Finnish context, while Elisa Oyj and Suomen Yrittajat (2021) have
commissioned Prior Konsultointi Oy to research digitalization’s effects on the
success of Finnish SMEs. Westerman, Bonnet, and McAfee (2012) conclude
that more digitally mature companies were also performing better financially
in their study of almost 400 large international companies. Rogers et al.
(2021) claimed that companies effectively utilizing the opportunities brought
by digital marketing, i.e., the more digitally mature companies, can be more
than 30% more cost-effective than their counterparts. Additionally, the more
digitally mature companies increased their income by an average of 20%
more than others. The study also showed that digitally more mature

companies had a considerably higher likelihood of market share growth.

In the study commissioned by Elisa Oyj and Suomen Yrittajat, Kivikoski and
Kauppinen (2021) claim that only one in ten companies has identified how
digitalization could bring new business opportunities. This could present the
lack of interest, confidence, or knowledge towards digitalization, even though
the growth possibilities and the realized benefits seem vast. There might also
be a gap between the perceived level of digital maturity and the actual level.
According to Korkiakoski and Stenqvist (2021), digital capabilities are
perceived to be especially high in Finland: fifty-eight per cent of family
businesses in Finland believe that their digital capabilities are strong, while
the number internationally is only 38%.

Kivikoski and Kauppinen (2021) indicate a significant link between
digitalization and the success of SMEs. According to their study, besides the
company's growth target, the next most important factor explaining the
degree of digitalization of the company is the entrepreneur's attitude and
interest in digitalization. According to Kivikoski and Kauppinen, the surveyed

Finnish SMEs estimate that up to 17% of their growth comes through



digitalization, making it a major channel of growth. The reported growth
through digitalization was even greater at 35% for companies with higher
base growth (over 30%). Kivikoski and Kauppinen (2021) also show that by
utilizing digitalization, 68% of Finnish SMEs have improved their customer
experience, 67% have expedited receipt of payments, 67% have improved
their products or services, and 66% have streamlined their processes.
Kivinen and Kauppinen also highlight that the use of digital tools and services
by SMEs has doubled in the last two to three years (up to 2020), with digital
investments primarily focused on video conferencing tools. As these two
studies do not differentiate between the companies’ ownership structures, the
results cannot be considered directly comparable to family businesses, but

form a solid basis for this study, nonetheless.

Finland could be argued to be one of the world’s most digitally advanced
nations, which further increases both the value and the importance of digital
capabilities as a competitive advantage. Digibarometer created by Mattila,
Pajarinen, Seppala, Makarainen, and Neuvonen (2021) measures the
utilization of digitalization, and in the latest version, Finland was ranked
second highest, only below Denmark in the overall digital capability index.
The digibarometer consists of 22 countries, and 36 variables. According to
Mattila et al., Finland has been among the top three countries on the
digibarometer for eight years in a row. Although this digibarometer does not
give an overall picture of the world economy due to the small number of
countries involved, it still gives a good picture of Finland's digital
competitiveness compared to, for example, Sweden, Norway, and Denmark.
While the top positions are dominated by the Nordic countries, the scores are
very even, and Finland has a slim lead over the countries below it.
Maintaining and investing in digital capabilities are ongoing processes
without a determined end goal. To maintain the current position, a continuous
effort must be put into realizing and identifying new possibilities, as well as

improving the current weaknesses.



1.2 Problem formulation

While family businesses form an important part of the economy, their
contribution to the digital economy still lacks research (Basly & Hammouda,
2020). Digitalization and digital maturity have not been researched enough
among Finnish SME family businesses to give an accurate picture of the
current situation. This can lead to a lack of understanding of the companies’
current digitalization levels, which in turn might hinder the identification of
opportunities for future investments and development. Basly and Hammouda
propose that a reason for this might be that the primary characteristics of
family businesses and the features of digital entrepreneurship might be
conflicting. However, the identification of development targets might not be

the problem, but rather the implementation of such developments.

Hong, Lee, and Tay (2017) show that while most family businesses name
digitalization as their main concern, only around a half of them have a
strategy to address this. Even more alarmingly, 13% of the surveyed family
businesses do not even see the need to have a digitalization strategy. The
need for digitization must first be identified to examine it further. Assessing
the level of digitalization, or digital maturity, in turn, can help to identify
potential strengths and areas for both future research and investments.
According to Rossman (2019), there is a lack of measurement framework for

digital maturity in scholarly work.



1.3 Objective and research questions

This study aims to explore the current state of digital maturity in Finnish SME
family businesses and examine the impact it has on them through exploratory
research. The impact will be investigated by surveying the current awareness
of digitalization’s possibilities, and by analyzing the correlation between
digital maturity and financial viability in Finnish SME family businesses, as it
has not been thoroughly researched before. Digitalization has revolutionized
and transformed many industries, but various researchers still use different
metrics and models in measuring the level of digitalization, the digital
maturity. The extreme pace of development has made measuring
digitalization in a generalizable way more and more complicated While this
thesis may not provide any concrete and all-encompassing recommendations
applicable on any single business's investment or actions, it will serve as a
basis for future more in-depth research, and potentially highlight the

importance of digitalization for family businesses.

Some related research areas, such as the returns on investments in
digitalization have raised more interest, as has digital transformation in
general, and some of the more concrete possibilities with it, such as SEO,
social media marketing, and e-commerce. The research field lacks a holistic
view of the impact of the level of digital maturity when considering SME
family businesses. SMEs, in general, have also raised some interest, as have

family businesses.

By examining the impact that different levels of digital maturity have on family
businesses, this study will aim to help companies map the impact of digital
maturity on their own business, and potentially develop their business based
on it. Additionally, it will aim to provide a deeper understanding of what the
term digital maturity means to family businesses. The objective of the thesis

is to answer the following research questions:



1. What is the current state of digital maturity of Finnish SME

family businesses?

2. Does higher digital maturity have a positive effect on the

financial performance of Finnish family-owned SMEs?

3. Have the possibilities of digitalization been acknowledged in

Finnish SME family businesses?

1.4 Focus and delimitations

The contextual setting for this thesis is limited to only small and medium-
sized Finnish family businesses. This is to make the results of this study
more applicable throughout the selected target group. In this study, | will use
the European Commission's (2003) definition of small and medium-sized
enterprises: up to 250 employees and an annual turnover of under 50 million
euros, or a balance sheet of under 43 million euros. While the scope of this
study will be limited to only Finnish family businesses, the challenges and
opportunities presented might reflect beyond the Finnish scope and be useful

in future research on the subject.

The reason for omitting the examination of large companies in this study is
the fundamental differences between them and smaller companies
concerning digital maturity and the existence of entire departments
specialized in tackling specific issues with digitalization. It would therefore
prove difficult, if not outright impossible, to draw meaningful conclusions
between the results of a company consisting of only one employee and a
conglomerate of thousands of employees. Concentrating on companies of
limited scale, more precise benchmarks by for example industry can be

created.



1.5 Methodology

Quantitative methods have been chosen for this research. Casula,
Rangarajan, and Shields (2020) define quantitative methods as using
deductive logic, as well as hypotheses and models to explain, predict and
establish causation. Data will be collected mainly with a web survey sent to
Finnish family businesses. The survey will assess family businesses’ digital
maturity, and it will be analyzed together with the companies’ publicly
available financial information. Previous research and models on digital
maturity will be used as the basis for measuring digital maturity. As
exploratory research, this study will aim to discover what is currently
happening, as well as try to assess the phenomena in a new light (Saunders,
Lewis, & Thornhill, 2009). The survey will have four different categories, as
well as general questions towards the end. The digital maturity of companies
will be given a value of 1 to 5 for each category based on the answers to the
survey, and their average calculated to give a comprehensive view of digital
maturity. The companies’ digital maturity will be classified on four different

levels, which are then used to calculate an average for the company.

To reach reliable and generalizable conclusions, responses from at least 80
companies are sought for this study. According to Bryman and Bell (2015),
reliability and validity are the two most prominent criteria in the evaluation of
business economics and management research. Reliability is about how
reliable and repeatable the survey is, i.e., that the survey can be repeated in
similar conditions so that it shows the same results. The more the reader can
trust the repeatability of the result, the higher the reliability of the survey.
Important for the scientific credibility of the survey is that the data used by the

survey can be checked

According to the Finnish Patent and Registration Office (n.d.), limited
companies must file their financial statements with the Finnish Trade



Register. The registered financial statements of companies are public
information and can be accessed or bought directly from the Finnish Patent
and Registration Office’s Virre service. Suomen Asiakastieto Oy has also a

database of most companies’ financial information.

The survey will assess the level of digitalization in four different categories
(Management and strategy, Digitalization and technology, Personnel and
communication, and Economy) of the companies, to give a comprehensive
view of digital maturity. For example, the digital maturity of the management,
and digital maturity of the information systems are assessed separately, in

different parts of the questionnaire.

1.6 Key definitions

Family business - For the purpose of this research, family business (and
synonyms such as family firms, family-owned businesses, and family
companies) will be addressed with the European Commission's definition -

see 1.2 - Family Businesses

SME - Small and medium-sized enterprises. The main determining factors
are staff headcount, and either turnover or total balance sheet. SMEs employ
up to 250 employees and have an annual turnover of under 50 million euros,
or a balance sheet of under 43 million euros (European Commission, 2003)

Digitalization - “The process of converting something to digital form.”
(Merriam-Webster, 2021).



Digital maturity - The level of digitalization, a measure of an organization's
ability to create value through digital. Describes the process and current level
of digitalization, and the bar for digital maturity continues to rise (Gill &
VanBoskirk, 2016)

Profitability - Yritystutkimus ry (2017) defines profitability as the financial
result of a business. Profitability can be measured in either absolute or
relative terms. Absolute profitability is simply measured as the difference
between operating income and expenses, whereas relative profitability
describes the in relation to the capital invested in the company. In this study,
KPIs ROl and EBIT% will be used.

1.7 Disposition

The varying definitions of the term family business can lead to the limited
generalizability of the research across the board. The chosen method of
research for this study has its own delimitations; The sample size is limited
but should still provide a high enough confidence level to draw conclusions to
meet the research questions. There can also arise differences in digital
maturity between different industries and companies of different sizes. The
theory that is built based on the results may not be generalizable and

therefore applicable to individual industries or geographical areas.

10



Chapter 2: Literature review

In this chapter, the key features of family businesses and what sets them
apart from companies with different ownership structures are presented.
Family businesses have raised considerable interest for a longer time,
leading to a somewhat saturated research field with lots of specific
phenomena being covered. It is worth noting, however, that family business
studies have overlapped with other disciplines, such as psychology, law and

sociology (Zahra & Sharma, 2004).

| will also present various previous studies on digital maturity and examine
some of the models and indexes used to measure digital maturity. The model
used in this study is anchored on pre-existing studies and models, but it will
also be customized to better fit the scope of this study. Finally, two research

hypotheses are presented.

2.2 Family businesses

Family businesses have several unique aspects compared to companies with
other ownership structures. Some of these may impact the business
positively, but there are also some challenges caused by the intertwining of
ownership and management. According to, Zahra and Sharma (2004) family
business research has become an integral part of entrepreneurship research.
Litz (1995) proposes the following as defining features of family businesses:
the ownership and or management being concentrated within a family unit,
and that the family members seek to achieve, “maintain, and/or increase
intraorganizational family-based relatedness”. Next, family businesses’
opportunities and challenges, power transfer, and how interpersonal conflicts

in family businesses can affect the business are discussed.

11



2.2.1 Opportunities for family businesses

According to Stewart (2003), relatives can provide not only the initial capital
for a family business but also help with living expenses during startup.
Stewart claims that relatives can also pool their resources to generate
enough capital. According to Schulze, Lubatkin, and Dino (2003), altruism
among family members can encourage both loyalty and commitment toward

the family and the business.

Family businesses may have increased organizational flexibility due to higher
employee autonomy and lower formalization (Batt, Cleary, Hiebl, Quinn, &
Rikhardsson, 2020). Owner-managers often prevalent in family businesses
do not have to utilize as lengthy or extensive approval processes when
compared to non-family businesses. Batt el al. claim that even though family
businesses have lower research and development budgets, they still
generate more new products and patents than non-family businesses, which

could mean that family businesses are more efficient innovators.

2.2.2 Challenges for family businesses

Schulze et al. (2003) and Schulze, Lubatkin, Dino, and Buchholtz (2001)
propose that family businesses may suffer from a unique kind of problem
caused by altruism: certain kinds of business conflicts may be more difficult
to resolve due to relationships between family members. According to
Schulze et al. (2003, 2001), tackling and eradicating unwanted behavior can
also be problematic, but can still be addressed, for example, by pay

incentives.

The success of a business could be negatively affected by hiring
management from a smaller, more limited pool of family members and others
from closed circles. According to Wong and Kleiner (1994), nepotism can
expose a business to family fights and sibling rivalries. They also argue that

12



this can cause a business to not only lose valuable executives but also to fail

to attract new ones.

Innovativeness in family businesses differs from other types of companies.
According to Batt et al. (2020), innovation is more likely to happen
incrementally rather than radically in family businesses. This could lead to
slower reactive capabilities to rapidly changing market conditions or customer

needs.

2.2.3 Transferring power in family businesses

Zahra and Sharma (2004) claim that leadership succession is one of the
most challenging organizational tasks. While Litz (1995) mentions the
availability of family members for generational transfer in defining family
businesses, this is not always the case. According to Ward (1997), between
one-third and one-half of all family businesses do not currently have available
successors. Ward also mentions that there are many pressures and doubts
next-generation leaders must cope with. Additionally, Ward argues that the
potential successors do not just need motivation, but also a skill set that fits

the requirements of the current business environment.

According to Barnes and Hershon (1976), the transfer of power from the first
to second generation seldom takes place while the founder is on the scene
and alive. They argue that giving up the company to the next generation can
feel extremely difficult for the founders, leading to grasping the reins of the
family business even tighter. A reason for this, as proposed by Barnes and
Hershon, is that the different generations have fundamentally differing
opinions on how to run the business, further limiting the possibilities for

cooperation and co-management.

Barnes and Hershon (1976) argue that there are several pressures and

interests in family businesses, both inside and outside of the family and the

13



business. Not all family members are necessarily inside the business,

whereas not every family business employee is a part of the family.

2.2.4 Differences caused by ownership structures

According to Chrisman et al. (2004), most scholars agree that the separation
of management and ownership creates costs that perhaps would not exist if
they were combined; these costs are called agency costs. They further clarify
this by explaining agency theory “that managers who are not owners will not
watch over the affairs of a firm as diligently as owner-managers.” While
altruism might mitigate some of these costs, it might create others such as
free-riding family members or entrenchment of ineffective or even predatory

managers (Chrisman et al.)

As Chrisman et al. (2004) explain, family businesses pursue not just
economic, but also non-economic goals. This might result in some actions
being considered as agency problems in companies with other ownership
structures but not being considered as problematic in family businesses.
They conclude that family involvement may decrease overall agency

problems.

2.2.5 Interpersonal conflicts

Family businesses differ from companies with other ownership structures by
their deeply interwoven social structure, which includes not just professional
and personal relationships but also inter-family relations. Barnes and
Hershon (1976) claim that the coexistence of younger and older generations
in top management often leads to years of conflict and tension. Ward (1997)
mentions management’s sibling relationships as a possible challenge, that
could even prove fatal to the existing ownership structure were there to occur

some serious discord. Siblings' partnership split-ups can even cause a

14



serious decline in capital and growth potential (Ward). Olson et al. (2003)
also claim that built-up tensions within the family can lead to a business

suffering.

To counter this, Ward proposes that the family business teammates must
continually invest in their relationship by discussing issues, compromising,
and trying to reach a mutual understanding. One could argue, however, that
this would also be the case in companies where the management does not
consist solely of family members. According to Olson et al. (2003), it is
notable that the number of family employees had a net positive effect and a
much greater effect on revenue than other variables. They further clarify that
there exists a mismatch between perception and reality with employing the
owner’s relative, as each additional family member employed brought more
than a hundred times more annual revenue (0.20%) than an additional

unrelated employee.

Different goals and values may create friction between family members,
especially as both the family and the family business grow older (Ward,
1997). Ownership in non-family-owned businesses is both liquid and
comparatively short-term for the shareholders. However, an important factor
raised by Ward is that the ownership of a family business carries not just a
major portion of its owners' wealth, but also emotional significance. Murdoch
and Murdoch (1991) explain this by proposing that selling out a family
business might both feel disloyal towards one's heritage and cause worry
about receiving full value for one's shares. They also claim that staying with
one's investment might result in one feeling entitled to special rewards and

acknowledgment.

15



2.3 SMEs and digitalization

A challenge faced by many SMEs is that they have limited time and
resources to rethink and innovate their business models (Bouwman, Nikou &
de Reuver, 2019). Kergroach (2020) explains that SMEs may be lacking the
communication, the management, or digital knowledge required for
innovation and technology adaptation. Further, data protection and
cybersecurity may also be lacking, as the smaller scale and lack of greater
volumes of data necessitates less overall data infrastructure. However,
according to previous research on Finnish SME family businesses, they
seem to be more profitable and self-sufficient than otherwise owned
enterprises of a similar size. According to Tourunen (2009), small enterprises
were clearly more profitable than companies with other ownership structures,
whereas family-owned medium-sized enterprises were slightly more
profitable. Leskinen (2018) noted that Finnish SME family businesses were
significantly more profitable and more self-sufficient than other types of

businesses.

The benefits brought by digitalization can be even greater for smaller
companies, as according to Kergroach (2020), they might suffer from limited
negotiation and market power, as well as having a limited capability to
internally deal with complex business environments. Cost, resource, and time
savings gained through digital technologies can therefore play an important
role for SMEs.

Nguyen, Newby, and Macaulay (2013) highlight the importance of an
“adoption environment” for IT implementations success in SMEs. This
environment consists of flexible organizational culture, the owner’s
commitment to digital technologies, and the employees’ knowledge of and

commitment to IT, among others.

16



2.4 Assessing digital maturity

Digital maturity could be described simply as a measure of digital
development, or as the current state or level of digitalization in a company.
Westerman et al. (2012) define digital maturity as the combination of the level
of investments in technology-enabled initiatives, and the level of investment
in the leadership capabilities needed to create digital transformation.
According to Kane et al. (2017), digital maturity tackles the issue of adapting
an organization to compete in an increasingly digital market. This includes for
example the implementation of new technologies and strategies. Achieving a
complete or final digital maturity, however, is not possible even with vast
investments of capital and effort, rather, digital maturity describes an ongoing
process. The scale of digital maturity keeps shifting together with the
competition, and according to Kane et al., the differences in digital
investments can cause the gap in digitalization between organizations to
widen further. Developing digital maturity does not happen overnight, either.
According to Westerman et al., building digital maturity can take several

years.

As Gill and VanBoskirk (2016) present, there are significant sectoral
differences in digital maturity across different branches. For example, the
sector “business services” is shown to be considerably more digitally mature
than “financial services and insurance”, with 27% of the former and only 9%

of the latter belonging to the most digitally mature level of Differentiators.

Westerman et al. (2012) argue that a company’s higher level of digital
maturity correlates to higher financial performance. They assert that the
companies with the highest digital performance far outperform less-mature
firms on several financial measures. Achieving digital maturity is not a
uniform journey for all companies; according to Westerman et al. (2012),

companies can have different routes to digital maturity.
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2.4.1 Digital maturity models

To assess digital maturity, several different models and indexes have been
made by different researchers and organizations. The lack of conceptual
clarity and prior research may explain the significant differences between the
different models. Mettler (2010) proposes that the diffusion of innovations
theory may explain the need for these digital maturity models. Many of these
models have been published by consultancies, such as Deloitte or Forrester,
and as such serve a practical purpose of both assessing the current level of
digital maturity and providing the company with concrete steps and strategies
to improve it. The model that will be used in this study will be based on
several different pre-existing models. The purpose of this study will be to only
measure the current level, and not provide a comprehensive guide or path to
digital maturity. The evaluation criteria of the model will be used to form a
comprehensive model of the current status of digital transformation at the

companies.

Following are various existing models of digital maturity, which are presented
shortly. The digital maturity models’ characteristics and what makes them

especially useful will be discussed.

According to Proff, Ahrens, von Ostrowski, and Neuroth (n.d.), Deloitte’s
Digital Maturity Index was developed to offer a standardized approach to
identifying differences in digital potential. The companies were ranked into
the following six different categories - or Digital archetypes - in the index with
percentual distribution in parentheses: Laggards (7%), Followers (33%),
Operators (8%), Innovators (8%), Potentials (40%), and Champions (5%).
The percentual distribution roughly corresponds to the Rogers’ (1957)
Innovation Adaption Curve (Figure 1), which represents how some
companies adapt and innovate quicker than others. Depending on the
weighting of the question, the distribution of respondents can reflect the

standard normal distribution.
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Adoption/innovation Curve

Early Early Late
adopters majority | majority | Laggards

Innovators

Proportion of adopters

Time

Figure 1, Rogers’ innovation curve. Rogers, (2003).

However, Proff et al. found some notable differences in digital maturity when
comparing various branches and sectors. Some industries, such as
“Industrial Products” were considerably more top-heavy, with 46% of the
companies belonging to the two most digitally mature archetypes. On the
other hand, 40% of the companies in the automotive industry were assigned
to the two least digitally advanced archetypes. It could therefore be assumed
that the required and beneficial levels of digital maturity vary across
branches, with the same level of digital maturity providing different benefits
and possibilities for companies across different sectors. This could be
explained by marginal utility. Whereas investing in digital maturity is required
in one industry due to tightened and digitally advanced competition, it might

provide relatively lower benefits in less digitally saturated industries.

Based on Deloitte’s survey (Proff et al., n.d.), digital maturity has a clear

positive correlation with a company’s financial performance. This is clearly
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visualized in Figure 2 below. When comparing the highest-ranked digital
archetype Champions to the lowest-performing Laggards, both the average
growth in revenue and EBIT are decisively higher among the Champions.
The correlation is seen throughout the different archetypes. According to
Proff et al., the more digitally mature companies can “optimize both the

operational and strategic indices through digitalization” (p. 11).

AVERAGE REVENUE UPLIFT AVERAGE EBIT UPLIFT
CHAMPIONS 38.5% 16.2%
POTENTIALS 25.7% I 13.6%
20.0¢ | 784
OPERATORS 15.6% I 12.5%
FOLLOWERS 9.7% | 2.0%
1.2% 7|7 1.3%

Figure 2. The business impact of digital archetypes. Proff et al. (n.d., p. 11).

The Government of South Australia uses a five-level Digital Maturity
Assessment Tool, with the levels being Minimal, Informal, and reactive,
Transitional, Customer-driven, and Transformed. This model also assesses
digital maturity on five distinct levels to determine an overall digital maturity
rating. The five levels (Governance and leadership, People and culture,
Capacity and capability, Innovation, and Technology) all contribute equally to
the final rating - 20% each. In Figure 3 below, the Technology category of the

Digital Maturity Assessment Tool is presented.
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This model and its different levels consist of a considerable number of
individual characteristics and statements. Although the meticulousness of the
individual statements distinguishes the model somewhat from other models,
filling and using the tool is not the most user-friendly. First, it is slower than
other models, as it requires more reading. Second, the calculation of the
result is left to the end-user, enabling errors. Also, there are different
numbers of characteristics at different levels (two at the least, six at the

most), so they may not be always fully comparable.

Level 1 Level 2 Level 3 Level 4 Level 5
Minimal Informal and reactive Transitional Customer-driven Transformed

O no or very low dedicated O basic IT support for the O IT strategy and systems O IT enhances the delivery O IT strategy and

IT commitment to the digital strategy are aligned to the digital of digital services and performance are entirely
digital channel and O focus is on IT solutions for strategy speed and ease of aligned to the
solutions the department not the 0O 1T is focussed on digital developing new digital organisational vision and
O no orill-defined IT digital channels and the channel delivery and services strategy
strategy customers’ needs delivering the benefits O IT team input ensures O IT constantly optimises the
O no integration of the digital 0 some integration of the articulated in the digital digital services are benefits of digital service
> channels with business digital channels with strategy responsive to the delivery
60 processes or systems business processes, O greater integration of customers’ chosen O business processes and
° O no integration with systems and multiple IT systems that devices and comply with IT systems are driven by
é communications strategy communications strategy assists development of accessibility standards the digital channels and
g joined-up servicesanda [ the IT team provides customers’ needs
[= single-customer view proactive input into O on-going feedback and
O IT systems and solutions digitisation projects and optimisation of IT
comply with best practice business re-engineering processes and digital tools
in security and business O the IT team is skilful in encouraged and applied
continuity training and supporting

other staff in their use of
digital solutions, tools and
devices

Your maturity level rating (tickthe box): 01 O1.5 O2 O25 O3 O35 O4 O45 O5

Figure 3, Digital Maturity Assessment Tool. South Australian Government & KPMG Australia
(n.d.).

Gill and VanBoskirk (2016) have divided their model for digital maturity into
four dimensions, and four digital maturity levels. The dimensions describe
four key areas of an organization where digital solutions can be utilized:
culture, technology, organization, and insights. Based on the answers to the
statements, the dimension is classified into one of the four following digital
maturity levels: Differentiators, Collaborators, Adopters, and lastly Skeptics.
Based on the current maturity level, which represents the current stage of the
digital transformation, Gill and VanBoskirk also present some concrete

strategies and recommendations.
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The statements used for this model are shorter and more concise than the
ones in The Government of South Australia’s model, which makes it both
more readable and tidier. Also, there are only seven statements for each four
levels, which makes the entire digital maturity assessment tool fit onto a
single page. The response alternatives for the statements leave risk for
response bias. Respondents are provided no alternative for “Don’t know”, or
“Neither agree nor disagree”. Every response alternative provided forces the
respondent to either agree or disagree to some extent, which could affect the

results.

Kane et al. (2017) conducted a study in 2016 measuring digital maturity,
surveying over “3,500 business executives, managers, and analysts from
organizations around the world.” A scale of 1 to 10 was used when rating the
companies, and this was then further divided into three: Early (1-3),
Developing (4-6), and Maturing (7-10). The respondents were asked to rate
their companies against “an ideal organization transformed by digital
technologies and capabilities that improve processes, engage talent across
the organization, and drive new value-generating business models” (Kane et
al., p. 4).

The survey that was used as the basis for Kane et al.’s study is
comprehensible, with a total of 52 questions. The question types were varied,
from statements with a Likert scale to arranging the top three alternatives to a
question. It is notable, that an ideal organization is a highly subjective
concept. This could have affected the respondents’ answers and the results
of the study, as well. Figure 4 below highlights the study’s results on the
distribution of digital maturity. However, the results of the study could vary
depending on how many levels of digital maturity are defined. The ten sub-
levels are divided into three levels of digital maturity, but if for example five
levels would have been used, the conclusions on digital maturity could have
been different.
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Figure 4, Organization’s digital maturity level. Kane et al. (2017).

2.4.2 Challenges with digitalization

According to Henriette, Feki, and Boughzala (2016), customers are
increasingly demanding with regards to the quality of digital products and
services. Companies are expected to adapt quickly to changing needs and
market conditions, which according to Henriette et al. is especially true for the
younger generations. Addressing these increasingly demanding market
conditions necessitates the adoption of Customer Relationship Management

tools.

Merely allocating resources into some digital projects and making an
investment here and there is not always enough. Westerman et al. (2012)

argue that in many companies, digital investments are often uncoordinated
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and sometimes duplicative. By coordinating these investments on a higher

level, or by focusing them on key areas, issues such as this may be avoided.

Assessing one’s company’s current digital capabilities objectively can prove
difficult. Some companies might have an optimistic view of their status, which
in turn impacts further investments and operations. External consultancies
might give some new insight and bring detailed know-how to a specific issue,
and according to Delany (1995), strategic consulting can have many kinds of
objectives, such as the collection of competitor data. By assessing the
current status of the competition, it might be easier to identify one’s own
position, too, but the problem is that the data required to draw this kind of

conclusion might be easily or at all available.

According to Delany (1995), a key determinant of an organization’s
performance is its strategic positioning. Henriette et al. (2016) also highlight
that the digitalization of business processes does not just have
implementations on the strategic level, but also at the organization's cultural
level. For example, pushing for optimization and automation of entire
processes, that leads to the disappearance of jobs can cause great
resistance to change. On the other hand, new practices such as remote
working necessitate managers coming up with new ways of remote team
leadership and management. Digitalization presents a lot of opportunities
with the help of new technology, from new innovations to specialization to a

new niche.

2.4.3 Digitalization strategy

Gobble (2018) differentiates IT strategy, product and service innovations, and
research and development functions from being the sole defining functions of
the digitalization strategy. Digitalization is a company way phenomenon,
requiring a corporate strategy. Gobble clarifies that the digitalization strategy
does not isolate technologies as separate components of the business’s
operations, rather it deals with enterprise-wide digital reshaping of functions.
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Gobble further defines the phenomenon by claiming that digital

transformation is driven forward not by technology, but by strategy.

Whereas businesses have before formulated their digitalization strategies
yearly or even more seldom, as technological advancements and competition
continue to hasten, companies now must rethink their digitalization strategies
in a much shorter time frame, even in a matter of days or weeks (Blackburn,
LaBerge, O'Toole & Schneider, 2020). Contrastingly, Kane et al. (2017)
propose that more digitally mature companies have a longer time frame for
their digitalization strategy, being twice as likely to develop digitalization

strategies with time horizons of five years or even more.

Having a clear and coherent digitalization strategy is one of the most notable
differentiators of different levels of digital maturity, according to Kane et al.
According to their study, 80% of digitally maturing companies had a clear and
coherent digitalization strategy, while this was only true for 19% of the
companies in early stages of digital maturity. Hong et al. (2017) found out in
their survey that only around a half of family businesses have a distinct
digitization strategy, while some family businesses do not even see a need

for it.

2.5 Digital maturity dimensions

Digitalization and digital transformation are complex phenomena, facing
challenges on multiple levels at the same time. Digital maturity also manifests
in diverse ways in different corporate dimensions. This necessitates
measuring digital maturity on various levels to reach any meaningful
conclusions about the companies. By concentrating or limiting to only a
single aspect of digitalization - say, digital marketing, the results would not
give the desired information about the current status of digital maturity in a
company, but rather a limited view. Each dimension with its sub-dimensions

faces unique challenges and possibilities. As Salume, Barbosa, Pinto, and
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Sousa (2021) propose, it is therefore important to first identify which
dimensions are related to the establishment of higher levels of digital

maturity.

Digital solutions are used in personnel solutions, for example in
communication technologies. Production can be measured, planned, and
optimized with technology. Information systems are very reliant on digital
solutions, utilizing new technologies not just as supportive systems. Digital
marketing plays a crucial role in most modern marketing departments as the
circulation and popularity of traditional print media declines. Management can
use new Al-powered tools to help and improve their decision-making. All
these will need to be assessed to give a comprehensive view of the current

digital maturity.

Rossman’s (2019) model for measuring digital maturity included the following
eight dimensions designated as capabilities: Strategic, Leadership, Market,
Operational, People and Expertise, Cultural, Governance, and Technology.
These dimensions encompass most of an organization’s operations and as
such together with some adjustments form a solid basis for this study. To
condense these dimensions further, they will be grouped into only five
broader categories in the survey. Rossman’s dimensions Strategic,
Leadership, and Governance will be addressed in Management and
Strategy, People and Expertise, and Cultural capabilities will be inspected in

Personnel and communications,

The dimensions of digital maturity used for this study are presented below in
Table 1, modeled after Rossman’s (2019, p. 6) model of Digital Maturity,
which includes digital maturity dimensions, and items. The items included in
the table are assessed with the questions of the survey for this study.
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Table 1. Digital maturity dimensions and items

#

Dimension(s)

ltems

Management and

strategy

Digitalization strategy
Digital tools assist in
decision making
Quantifiable goals
Clear roles and

responsibilities

Digitalization and

technology

Digital procedures and
policies

Social media

Adapting to market change
Process automation and

optimization

Personnel and

communications

Digital skills

Utilizing existing digital
knowledge

Employee enablement
Cross-functional

collaboration

Economy

Investments in digitalization
Digital budget

The scale of digital business
initiatives

Digital channels’

prioritization
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2.5 Financial performance

According to Yritystutkimus ry (2017), profitability describes the financial
performance of a business, and is a prerequisite for continuous business.
Profitability can be measured in either absolute or relative terms.
Yritystutkimus ry clarifies that absolute profitability is measured simply as the
difference between operating income and expenses, i.e., profit whereas
relative profitability describes the profit in relation to the capital invested in

the company.

2.5.1 ROI

Yritystutkimus ry (2017) defines return on investment (ROI) as an investment
measure of relative profitability, i.e., the return on capital invested in a
company that requires interest or other returns. The percent for return on

investment is calculated through the following formula (Yritystutkimus ry):

Net result + financial expenses + taxes (12 months) 100
*

Average capital invested during the financial year

Shawqi (1987) claims that ROI has a statistically greater association with
stock return than some other commonly used alternative measures of
financial profitability, such as operating income growth or profit margin.
Further, Shawqi proposes that ROI can be used to provide insights into the

profit performance.
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252 EBIT

Earnings before interest and taxes, or EBIT is a key figure that shows how
much revenue is left from the actual business before accounting to financial
items and taxes (Yritystutkimus ry, 2017). EBIT can be used, for example, for
comparisons within an industry or even for comparisons between different

industries.

The following guideline values can be used to estimate the EBIT%:
More than 10% - good

5 - 10% - satisfactory

less than 5% - weak

EBIT percentage can be calculated with the following formula:

(Netincome + interest expense + taxes) 100
*

Revenue

Nissim (2019) proposes EBIT as a more complete measure of operating
income than EBITDA, due to it also considering the cost of fixed operational
assets. Additionally, EBIT can give more accurate view of sustainable
profitability when compared to some other measures and yield a relatively

unbiased measure of profitability.
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2.6 Research hypotheses

A higher level of digital maturity leads to a higher level of financial
performance among Finnish family-owned SMEs. As Westerman et al.
(2012) demonstrated with their study, digital maturity correlates positively
with financial profitability within large international companies. Rogers et al.
(2021) confirm this by claiming that more digitally mature brands benefit from
increased revenues and gain cost savings and are two times more likely to
grow their market share. Additionally, Proff et al. (n.d.) claim that the average
growth in revenue and EBIT are considerably higher for the digitally most
mature companies. With this study, | aim to confirm or disprove this in the

scope of Finnish SME family businesses.

| also argue that Finnish SME family businesses lack digital awareness.
According to Hong et al (2017), up to 75% of family businesses may not
understand the significance or possible benefits of digitalization. They also
propose that the lack of digitalization expertise and skills may form a barrier
to developing and implementing a digitalization strategy. Also, innovation
does not occur throughout the entire organization at family businesses, rather
it occurs primarily at the management level (Hong et al.). Kergroach (2020)
explains SMEs underutilized their digital potential by their lack of information
and awareness of new digital possibilities. Further, Kergroach claims that too

few SMEs engage their employees in ICT training.

2.7 Summary of the literature overview

In this chapter, notable differences between family businesses and
companies of other ownership structures that need to be taken into
consideration in research on the subject were introduced. Family businesses
strengths and weaknesses were discussed, as well as transferring power in
family businesses. Some of the SMEs’ limitations and possibilities when it
comes to digitalization were also presented.
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The theoretic background of digital maturity was discussed. Previously
developed and utilized digital maturity models and dimensions were
introduced, and different levels of digital maturity were discussed. Based on
the previously utilized models, the digital maturity dimensions used in the

survey for this study were motivated.

Financial performance was defined, and the financial profitability measured
used in this study were introduced. The challenges of digitalization were
discussed at a general level, and the significance of the digitalization strategy
was discussed. Finally, based on the previous studies and literature, two

research hypotheses are proposed.
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Chapter 3: Method

The purpose of this thesis is to examine the current state of digital maturity
within Finnish SME family businesses, and what impact digital maturity has
on them. Quantitative research methods in the form of a web survey and
regression analysis have been chosen to answer the thesis’ research
questions. As the digital maturity of Finnish family businesses has not been
researched, the nature of this study is exploratory research, which Doyle
(2011, p. 162) describes as “The preliminary research to clarify the exact

nature of the problem solved.”

The chapter begins by introducing the research design, after which the
chosen research methods are discussed. Next, the survey is presented in
detail. The chapter concludes with an account of how the quantitative content
analysis is performed, and how reliability and validity are achieved in

quantitative research.

3.1 Research design and alternative methods

A research design, according to Bryman and Bell (2015), provides the
framework for data collection and analysis. Additionally, it reflects the priority
decisions regarding the dimensions of the research project. These research
projects’ dimensions include for example how causal connections between
variables are reflected. The research design could also be described as the
motivation for the chosen methods of data collection, measurement, and
analysis.

The data needed to address the research questions and test the hypotheses
needs to be collected both directly from Finnish SME family businesses, to
be able to draw conclusions on the level of digital maturity, as well as from

official sources to allow the collection of reliable and comparable financial
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data. The web survey was chosen as the main measure of data collection,
because of its ease of dissemination to the target group. The survey consists
mainly of closed-ended questions, as they are quicker and easier to

complete, collect and analyze.

3.1.1 Alternative methods

Another viable method of collecting quantitative data needed to answer the
research questions, that was ultimately omitted from this study, is the
structured interview, also known as the standardized interview. As digital
maturity is still a fairly new concept, attitudes and views on it may vary
considerably. A structured interview could have brought new perspectives to
the topic and provided more comprehensive answers on the state of digital
maturity than closed-ended questions. Bryman and Bell list some of the
common sources of error that resulted in rejecting structured interviews as
the research method for this survey. In particular, two-way human errors may
affect the outcome of the structured survey. The wording of the question and
the way it is asked by the interviewer can cause errors, as well as the
interviewee misunderstanding the question. Additionally, the interview
process is more time-consuming than creating and distributing a web survey.
To achieve a sufficiently comprehensive sample, a web survey was chosen

as the main method of the survey instead of structured interviews.

Additionally, content analysis was weighed as an alternative method of
assessing digital maturity in Finnish SME family businesses. Previous
research on the state of digital maturity could have been analyzed more in-
depth, utilizing for example the results of PwC’s Family Business Survey of
2021 for Finland (Korkiakoski, Stenqvist & Oksa 2021), and the yearly digital
barometer by Mattila et al. (2021). However, the previous research in the
context of Finnish SME family businesses was limited to non-existent. PwC’s
survey consisted only of 60 answers, which could also include answers from
large family businesses outside the scope of this study. The digital
barometer by Mattila et al. included answers from companies with other

ownership structures, as well as large-scale enterprises.
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3.2 Web survey

According to Couper (2008), terms such as internet survey, web survey, and
online survey have been used interchangeably, but for this study, the term
web survey will be used. The survey this study is based on will be done as a
web survey. According to Bryman and Bell (2015), web surveys function by
inviting respondents to visit a website and complete a questionnaire online.
Bryman and Bell argue that web surveys have an important advantage over
email surveys, as they can offer a greater variety in terms of appearance and
structure. For example, the usage of colors and different formats offer many
possibilities, as do different features such as pull-down menus and filter
questions. Other advantages that online surveys have over postal
questionnaires or email surveys include low cost, fast response times, and

fewer unanswered questions, leading to less missing data (Bryman & Bell).

To examine the target group’s digitalization awareness and their utilization of
digitalization opportunities, specific questions about the digitization strategy,
the adequacy of the digital budget, and other specific issues will be
inspected. After the collection of data through the survey, first, the univariate
analysis will be used to reveal insights into one variable at a time (Bryman &
Bell, 2015).

For displaying the quantitative data, various charts and diagrams will be
used. For example, respondent statistics will be presented with a pie chart,
the distribution of digital maturity in different categories with a radar chart, the
regression analysis with line charts, and the distribution of digital maturity

with a histogram.
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3.2.1 Closed-ended questions

Bryman and Bell (2015) note that choosing between the closed and open
formats for the survey’s question is one of the most significant considerations

for researchers, each with its own strengths and weaknesses.

Open-ended questions, according to Bryman and Bell, enable the
respondents to reply however they wish, whereas closed questions have to
choose from a fixed set of alternatives. As one of the main disadvantages of
these questions, Bryman and Bell mention that they are very time-
consuming. This applies both to the respondents and the researcher. First, it
takes more time and effort for the respondents to respond to open-ended
surveys, which may decrease the overall response rate. Secondly, the
answers must be coded so that they are comparable and easier to examine.
The creation of the coding system is already a time-consuming process, as is

also classifying and going through the answers manually.

Answers to closed-ended questions are considerably easier to process,
according to Bryman and Bell. The answers also enjoy the benefit of being
much easier to compare, making it easier to show relationships between the
different variables, as well as making it easier to compare answers between
different types of respondents. Additionally, Bryman and Bell explain that the
limited possibilities of answer alternatives might also clarify the meaning of
the question for the respondents if they are unsure what the question itself is
trying to ascertain. Compared to open-ended questions, closed questions are
easier and faster to complete, as instead of having to write down extensive
answers, they can answer by placings ticks or dragging a slide scale. Bryman
and Bell also mention that the closed questions reduce the possibility of
variability due to the researcher’s bias when collecting the answers. Closed-
ended questions have some disadvantages, too. Bryman and Bell explain
that they suffer from a lack of spontaneity in the respondents’ answers, as
well as possibly making it difficult to make a choice between overlapping

answer alternatives. To counter this, an effort will be put into making the
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questions of the survey easy to comprehend and avoiding overlapping

answer alternatives.

Closed-ended questions were chosen for this survey due to both the
advantages inherent in closed format beneficial for the thesis’ research
purpose, as well as the disadvantages of the open-ended questions. Closed-
ended questions are a good way of collecting vast amounts of quantitative

data that is in a format easy to analyze.

3.2.2 Response rate

As Bryman and Bell (2015) clarify, most surveys attract a certain number of
non-responses. To reach the aimed sample, non-responses must be kept in
mind when conducting research. Bryman and Bell present several ways of
increasing the response rate of questionnaires. Firstly, the reason for the
research and the motivation of its importance needs to be clarified to the
recipient. Also, the confidentiality of the research must be guaranteed.
Bryman and Bell emphasize the importance of following up with individuals
who initially fail to reply, as reminders do work in increasing the response
rate. The overall attractiveness of the questionnaire as well as clear
instructions improves the response rate. If it cannot be proven that those who
do not participate do not differ from those that do, a risk of bias appears
(Bryman & Bell).

Bryman and Bell (2015) also claim that shorter questionnaires tend to
achieve higher response rates than longer ones. They explain that long
questionnaires can cause respondent fatigue, which may result in a greater
tendency to not answer the questionnaire at all. Also, open-ended questions
should be generally used sparingly or altogether avoided, as respondents are
often deterred by having to write a lot themselves. Bryman and Bell also

encourage placing potentially more compelling questions at the beginning of
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the survey. Finally, they also mention the use of providing monetary
incentives to the respondents as an effective way of increasing the response

rate.

3.2.3 Design for the web survey

According to Couper (2008), there are several design possibilities with
surveys longer than a single screen. For example, a scrolling design, in
which the entire questionnaire is presented on a single page through the
scrolling function, to a paging design with each question appearing on its own

page (see Figure 5 below).

1. What is your age B 1. What is your age
rowser
— .
2. What is your gender WlndOW
Voatie (St |
—_ Female
3.Do youuéwc in an urban or rural area? 2. What is your gender
—Lioan ___Male
— ___Female
4. What 1s your favorite color
_Red [t |
__ Green
__ Blue
Yellow
3. Do you live in an urban or rural area?
How mﬁxlcllzudn {m!u ugu;c or disagree ___ Urban
w s statement? Rural
5. This is the first staement HTML —
___Strongly agree >
—Agre form -
I geuhﬁ agree nor disagree
—__ Disagree
___ Strongly disagree 4. What is your favorite color
Red
6. This is the second statement _(_‘,Ieen
7ihongly agree ~Blue
ee L
—_Neither agree nor disagree —Yellow
___Disaggee
___ Strongly disagree -
7. This is the third statement
___ Strongly agree How much do you agree or disagree
_ Apgree with this statement?
o gesﬂahg;::gﬂ! nor disagree 5. This is the first statement
— Strongly agree
___Suongly disagree —_Agree
—_ Nether agree nor disagree
___Strongly disagree

Figure 5. Scrolling versus Paging Designs. Couper (2008).
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Both the scrolling page layout (several questions per page) and the paging
layout (a single question per page) have their benefits and disadvantages.
The advantages of scrolling page design for web surveys, according to
Couper (2008), include the ease of determining the length of the survey for
the respondents, the ability to review forthcoming questions, the ability to
move back and forth through the questionnaire enables any order of
answering the questions, and returning to answer earlier questions. Couper
lists the following as disadvantages of this design approach: partial
completion of the survey is not possible, as closing the browser, a sudden
loss of internet access, or forgetting to press the submit button after
completing the survey may lead to losing all of the responses, seeing all the
questions at once may lead to the respondents choosing the shortest path
through the survey, and that the order of responding cannot be controlled

even when it would be desirable.

According to Couper (2008), paging survey design’s advantages reflect the
disadvantages of the scrolling page layout: little to no necessary scrolling, the
data from partially answered surveys is retainers, meaning that the
respondents can complete the questionnaire in several sessions, continuing
where they were left. Couper also mentions more complex skip and routing

options and patterns, (dis)allowing certain questions to be left unanswered.

As for the potential disadvantages of the paging approach, Couper (2008)
presents a greater chance of transmission failures due to the greater required
interaction with the server, less control of the order of completion for
respondents, and potential navigation issues leading to the respondents not

necessarily knowing where they are in the instrument.

With the advantages and disadvantages in mind, for this survey, a
combination of both models will be used. The respondents will be presented
with all of the questions of a specific category at once, having to advance to
the next page and next section when ready. This solves the issue of

respondents answering questions in an erratic order while allowing some
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freedom in the order of answering the questions. Avoiding a single-page

survey will also limit respondents’ survey fatigue.

According to Bryman and Bell (2015), a vertical arrangement of the fixed
answers is often desirable because of the possibility of respondents feeling
disoriented when a horizontal arrangement is employed. As shown in Figure
6 below, a clear layout used in Rogers et al. (2021) survey assessing digital
maturity makes it unlikely for the respondent to make a mistaken choice

between two answers.

Google

ATV
DIGITAL MATURITY ASSESSMENT

Organisation

At what level in your organisation is data-driven
marketing championed?

Limited senior sponsorship.

Sponsored by mid-management (e.g. local director).
Sponsored by extended leadership (e.g. VP).
Sponsored by senior leadership (e.g. CMO, CTO, C0O0).

Sponsored by CEO.

Figure 6. Example of a vertical arrangement of answers. Rogers et al., Google & BCC, 2021.

The Likert scale enables assigning numerical values to the respondents’
attitudes in a questionnaire. The scale consists of a series of statements to
which the respondents indicate their degree of agreement or disagreement
using the following options: strongly agree, agree, neither agree nor
disagree, disagree, or strongly disagree (Gerald, 1997). According to Gerald,
the scale measures both direction (agree/disagree) and intensity of the
attitude. The scale’s benefits include the ease of administration and

response.
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3.3 Survey for the study

Based on the previously introduced digital maturity models and assessment
tools, the 40 questions for the survey will be divided into the following five
categories: General, Management and Strateqy, Digitalization and marketing,
Personnel and communications, and Economy. The survey used for this
study is an in-depth assessment tool consisting of 32 closed-ended
questions, covering the proposed four different dimensions of digital maturity.
It can be completed by any individual with a good overview of the
organization's operations. Additionally, eight questions in the category
General do not contribute to the digital maturity ranking, but rather serve as
reference points and explanatory variables. Out of the eight questions in the
category General, the ones asking for the organization name, the
organization’s primary industry, the respondent’s role at the organization, and
the voluntary response field for receiving a summary of the study will be
open-ended questions to not limit the answer alternatives. These will be
manually coded to enable the comparison between different industries’
answers, for example. The questionnaire along with the sources it is based

on is presented as Appendix 1.

3.3.1 Scoring of the survey

Certain questions of the survey will be used to give the companies a
numerical value of 1 to 5 on their digital maturity for each category, the
average of which determines the result. These questions are highlighted
above but were indistinguishable for the respondents of the survey. The
formulas for scoring the responses to the survey are presented below in
Table 2.
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Table 2. Scoring of the survey

Category Digital maturity rating (1-5)
Management and strategy (8-40)/8=1t0o5

Digitalization and technology (8-40)/8=11t05

Personnel and communications (8-40)/8=11t05

Economy (8-40)/8=1t05

Overall digital maturity rating Average of the above =110 5
(the average of the four categories)

The following four levels of digital maturity will be used when grading the
companies: Beginning, Transitioning, Maturing, and Advanced. The numeric
values corresponding to the level of digital maturity will be 1 - 1.99, 2 - 2.99, 3

- 3.99, and 4+, respectively.

To increase the trustworthiness of the survey, it will be indicated to the
respondents that the replies will be confidential, and not shared in any
publications (Bryman & Bell, 2015). Any contact information provided by the

respondents will be deleted within two months of the data collection.

3.4 Key figures analysis

Key figures or KPI analysis is used to analyze a company’s finances as it
provides a comprehensive understanding of the company’s financial
condition. Depending on the data, it may give insights into the company’s

strengths and weaknesses. According to Friedlob and Schleifer (2003), the
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profitability analysis of a company is dependent on the information reported
by the company itself. They explain that the profitability of companies can be
assessed by various analytical techniques, such as ROI, ROE, and the P/E
ratio. To examine the correlation between digital maturity and financial
profitability, ROI, and EBIT% will be used to define the companies’ financial
profitability. While this thesis will not go in-depth in analyzing key figures, it is
still important to understand what they are useful and to choose the correct

indicators.

3.5 Regression analysis

Regression analysis is a statistical method for analyzing a relationship
between two or more variables in such a manner that one variable can be
predicted or explained by using the information on the others.

According to Freund and Wilson (2003), is a statistical method for analyzing
a relationship between two or more variables in such a manner that one
variable can be predicted or explained by using the information on the others.
Regression analysis is used to observe sample measurements taken on
different variables, called factors or independent variables. Regression
analysis can be used to examine relationships between these variables and a
dependent variable, which can then in turn be expressed as a statistical

model, the regression model.

Freund and Wilson argue that while the relationship between variables is not
often completely straight, a straight line can still be used to approximate the
relationship. This is especially true in a limited or restricted range of values of
the variables. Freund and Wilson state that the slope of the regression line
can be estimated to a greater precision when the variation in the population

is small, or when the sample size is large.

For this study, regression analysis will be performed with one regression
model to test the interdependence of the variables. EBIT% and ROI will be
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used as dependent variables and digital maturity as the independent

variable.

3.5.1 Regression model

As the number of variables is limited, simple linear regression is a suitable
regression model, and will therefore be used for this test the first hypothesis
of digital maturity’s correlation with financial profitability. In simple linear
regression, the relationship is specified to have only one-factor variables.
This relationship is described by a straight line (Freund and Wilson, 2003).
The sample for this model consists of observations on a pair of variables, x,

and y. The form for the simple linear regression model is

y=B0+B1x +¢,

X and y represent the independent and dependent variables, respectively. B0
+ B1x represents the equation of the regression line of the two variables x
and y, with B0 and B1 being the regression coefficients. The last part, ¢,
represents the random error. Regression analysis was performed with
Microsoft Excel. Statistics provided by the regression analysis can be seen

below in Table 3.

Table 3. Regression analysis statistics

Dependent | R? Adjusted P-value F Intercept Coefficient
variable R?

EBIT% 0.00392 -0.03439 0.75153 0.1024 3.2479 0.25902
ROI 0.07913 0.04229 0.15521 2.14815 3.12039 0.73013
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3.5.2 Independent and dependent variables

Bryman and Bell (2015) define an independent variable as the variable that
has a causal impact on another variable, the dependent variable. In this
study, digital maturity is the independent variable, and its impact on
dependent variables is examined. The dependent variables are ROl and
EBIT%. Suomen Asiakastieto Oy and Finnish Patent and Registration Office

provide these figures among other financial statistics as a percentage yearly.

3.5.3 Explanatory variables

Higher levels of financial profitability might also be explained by other
variables than digital maturity. Potential explanatory variables that could

explain higher profitability are presented in Table 4 below.

Table 4. Potential explanatory variables

Explanatory variable | Definition Expected impact on

financial performance

Family generation Which family Negative

generation runs the

business

Age of the company The years of operation | Positive
of the firm

Branch The main industry a Varied

company operates in

44



Revenue Total amount of income | Negative
generated by the sales

of goods or services

Sufficiency of digital Sufficiency based on Positive
budget the questionnaire
replies

3.6 Data collection

To gather the empirical data for the research purpose, data were collected by
two methods: firstly, by companies answering the provided survey, and by
reviewing publicly available financial data from the Finnish Trade Register
and Suomen Asiakastieto Oy, a Finnish information service company
specialized in management, financial administration, risk management, and

sales and marketing.

The survey was delivered through LinkedIn, and by directly contacting SME
companies and entrepreneurs. Ultimately, the survey received 114 complete
answers after removing test answers and mischievous responders from the
sample. As Bryman and Bell (2015) argue, a greater sample size makes it
more representative. The companies represented a wide variety of different
branches, and the respondents had various tasks, most being either owners
or entrepreneurs. The achieved response rate was quite satisfactory, and
even above average for online surveys: out of 191 respondents opening the
survey, 114 completed the survey, yielding a response rate of 59.7%.
However, only 97 of these respondents were family businesses, so the true
response rate for the survey was 50.8%. According to previous research on
response rates to online surveys (Nulty, 2008), the average online response
rate is approximately 33%. The relatively high response rate could be
explained by the research issue being relevant to the respondents, making a

high response rate feasible (Bryman and Bell).
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The financial data about the companies that filled the survey were collected
from the Finnish Trade Register, a public register that contains official details
and information on traders and businesses, as well as from Suomen
Asiakastieto Oy's business information service. These were chosen as the
main sources for financial data, as they are more reliable and standardized in
format than self-reported financial statistics. Not resorting to self-reported
financial information also limits the possibility of confusion between for
example gross and net profit, or the fiscal year in question. 2020 was chosen
as the financial year, as financial data for 2021 were not yet available from all

companies.

As many companies which answered the survey were either small, limited
liability companies or private traders, financial data were not publicly
available for every company. According to the Finnish Patent and
Registration Office, public limited companies and limited partnerships are
required to file financial statements with the Trade Register only if the
company's business exceeds a certain scale. Many of those surveyed for this
study fell below this threshold, so no financial information was available.
Also, some companies refused to disclose their company name, which made
the collection of financial data about them impossible. Out of the 97
respondents, financial information was available for only 28 companies. The
sample size for financial information is therefore considerably smaller than for
the assessment of digital maturity, which may reduce its reliability and
generalizability. Additionally, this poses a risk of sampling error. Bryman and
Bell define sampling error as the difference between a sample and the
population from which it is selected. Limited companies were over-
represented in the smaller sample compared to other types of companies,

such as general partnerships and limited partnerships.

As the premise for this study was to inspect specifically SME family
businesses, further answers were filtered out and divided into two distinct
data sets. The first one consists of 28 companies’ answers supplemented

with publicly available financial data. The second data set consists of all the
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answers of the 97 family businesses, and it will be used the assess the

current state of digital maturity in SME family businesses.

3.7 Reliability and validity in quantitative research

Bryman and Bell (2015) define reliability as the consistency of measures, and
validity as the issue of whether the indicators meant to gauge a concept
really measure that concept. They are used as criteria for assessing the
quality of business research. Reliability, according to Bryman and Bell, is

very closely related to replicability.

One of the prominent factors of a measure’s reliability is its internal reliability.
Bryman and Bell define internal reliability as the issue of whether the scale or
index’s indicators are consistent, that is “whether or not respondents’ scores
on any one indicator tend to be related to their scores on the other indicators”
(Bryman and Bell, 2015, p. 158). According to Bryman and Bell, Cronbach’s
alpha is commonly used to test internal reliability. The computed alpha
coefficient varies between 0 and 1, denoting no internal reliability to perfect
internal reliability, respectively. Bryman and Bell add that the alpha value of
0.8 is usually employed as an acceptable level of internal reliability.

Cronbach’s (1951) alpha can be calculated with the following formula:

_ k
Rr=raC

2
ZSi

ST

)

Here, k represents the number of items (or questions, in this case), s? the
variance of the number / item, and sZ the variance of the sum of all items, or
the total score. Calculated with the formula above, the survey’s intern
reliability was excellent, with Cronbach’s alpha value of 0.983, which vastly

exceeds the acceptable limit of 0.80.
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Validity, according to Bryman and Bell, is one of the most important research
quality criteria in many ways. The two most important types of validity for this
type of research are internal and external validity. Internal validity describes
the extent to which evidence supports the conclusion by incorporating a
causal relationship between two or more variables. Bryman and Bell clarify
internal validity further by asking if one can be sure that it is x that is
responsible for variation in y, and not something else that is producing an
apparent causal relationship when a correlation between x and y is proposed.
In other words, internal validity addresses the problem of if the independent
variable is actually at least partially responsible for the variation in the

dependent variable.

External validity, according to Bryman and Bell, is concerned with whether
the study’s results can be generalized beyond the specific research context.
Achieving a representative sample, meaning that the sample is generalizable
to the rest of the population is especially important in quantitative research.
While repeating the study in the same target population would be the only
certain means of establishing external validity, it is a somewhat impractical
way for the scope of one study. Bryman and Bell note, however, that a
randomly selected sample, as in the case of this study, increases external
validity. They clarify further that non-random sampling methods, in turn, lower

the external validity.

3.8 Summary of the method chapter

In this chapter, the fundamentals of research design, and some alternate
research methods have been discussed, and the research methods for
collecting and analyzing data used for this thesis have been presented. In
this thesis, quantitative research methods in the form of web survey and
regression analysis were chosen to examine the current status of digital
maturity in Finnish SME family businesses, and what impact it has on them.

The web survey used as the main form of data collection was introduced, as
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was the scoring of the survey. Next, the key figure analysis was briefly

presented.

Regression analysis and the regression model used in this analysis were
introduced and discussed. The independent and dependent variables were
defined, and additional potential explanatory variables were identified. The
division of the collected data was divided into two data sets to answer the
research questions and to test the research hypotheses. Finally, two
measures used to ensure the quality of the research were introduced.
Reliability and validity in quantitative research were discussed, as well as

how their impact shows in this particular study.
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Chapter 4: Results

In this chapter, the results of the survey measuring digital maturity will be
presented and analyzed. The descriptive analysis will include a description of
the surveyed companies by the frequency of different levels of digital
maturity, the respondents’ titles, distribution between different industries, as
well as the presentation of key differences between different digital maturity
levels. The survey’s answers are used to inspect whether SME family
businesses lack awareness of digitalization possibilities, as proposed in the
research hypothesis. The main differences in responses between different
levels of digital maturity are presented. After this, the data collection process

and the difficulties thereof were presented.

4.1 Descriptive analysis

The data were collected through the web survey and publicly available
financial data registries. To address the two research hypotheses, the data
collected was divided into two distinct data sets. The survey received 114
complete answers, out of which 97 answers were from Finnish SME family
businesses, which formed the first data set. The second data set consists of
the 28 companies’ answers together with the publicly available financial
statistics. As the survey was targeted at SMEs, some of which likely only
have a single employee, a lot of answers were received directly from the
companies' owners or leaders. As shown in the graph (Figure 7) below,
44.4% of the respondents were either owners, founders, or entrepreneurs,
with an additional 32.1% of the respondents working as some type of
manager. Other positions included for example marketing duties and service

delivery.
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Founder
2.1%

Others
19.6%

Owner
28.9%

Designer

31%
Chairman of the board

1%
Other management
1%

Director
12.4%

CEOQ
15.5%

Entrepreneur
13.4%

Figure 7. Respondent Titles.

Overall, digital maturity was somewhat evenly distributed throughout the
digital maturity scale. However, the distribution did not show a clean normal
distribution, but a slightly left-skewed distribution (Figure 8): For the 97
respondents shown on the histogram below, the median value for digital
maturity was 3.34, and the average value 3.25. The distribution was
unimodal, with one clear peak between the values 3.22 and 3.67. The
internal reliability of the survey was excellent, with Cronbach’s alpha of
0.983.

Figure 8. The distribution of digital maturity of Finnish SME family businesses.
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When examining the distribution of digital maturity based on the survey’s
responses, a similarity with the distribution presented by Rogers et al. (2021)
can be observed (Table 5 and Table 6). In both studies, the vast majority of
companies belong to the middle two levels of digital maturity, with only a

small minority in the least digitally mature level.

Table 5. Digital maturity levels of Finnish SME family businesses 2022

Digital maturity | Score Absolute Relative
level frequency frequency
Beginning 1.0 to 1.99 7 7.2%
Transitioning 2.0t0 2.99 28 28.9%
Maturing 3.0 to 3.99 44 45.4%
Advanced 4.0 t0 5.00 18 18.6%

Table 6. Digital Maturity levels based on a survey by Rogers et al. (2021, p. 7)

Digital maturity level Relative frequency (2021)
Nascent 7%

Emerging 36%

Connected 48%

Multimoment 9%

As shown in previous research, there was some variance in digital maturity
based on the sector or the branch. IT and finance industries, for example,
were ranked as some of the most digitally mature industries. This was also
confirmed in Westerman et al.’s (2012) study. The most notable outliers were
the Renting / Leasing industry at the low-end, and the IT industry at the
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higher end of the digital maturity scale. Other industries, while showing some
variation, were quite close to the average value of 3.25, as can be seen
below in Figure 9. The colors red, orange, yellow and green represent the
digital maturity levels Beginning, Transitioning, Maturing, and Advanced,

respectively.
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Figure 9. Digital maturity by industry.

The variance between different maturity levels and different categories was
not too prominent. Based on the responses, digital maturity was distributed
fairly evenly between different areas. Digitally advanced companies stood out
in terms of a proportionally higher score in the Personnel and
communications category, whereas their digital maturity in the category
Economy was somewhat lower as shown in Table 7 and further visualized in
Figure 10 below. The digitally least mature companies scored notably the
lowest in Personnel and communications category, while the differences

were not as prominent in the Digitalization and technology category.
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Table 7. Averages of digital maturity levels and dimensions

Management Digitalization Personnel and | Economy
and strategy and technology | communication
Beginning 1.68 1.89 1.61 1.64
Transitioning | 2.57 2.65 2.58 2.40
Maturing 3.53 3.58 3.66 3.22
Advanced 4.52 4.32 4.66 4.06
5,00
4,50
4,00
3,50
3,00
2,50
2,00
1,50
1,00
0,50
0,00

Beginning

B Management and strategy

B Personnel and communication

Transitioning

Maturing

Economy

Figure 10. Averages of digital maturity levels and dimensions.

4.2 Awareness of digitalization’s possibilities

Advanced

m Digitalization and technology

Almost half (49%) of the respondents believed digital business to be

important to the success of their organization. On the other side, a little over

a third (34.3%) felt that digital business was not that important. Digital

budgets were mostly seen as sufficient for the current needs. 53.9% felt that
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the budget was sufficient, whereas only 15.4% felt that their budget was
lacking. 36.7% of the respondents said they plan to increase their
investments in digital initiatives over the next 12 months, with a little over a

half planning to keep their investments at the same level.

Finnish SME family businesses were fairly divided in risk aversion when it
comes to digitalization. 30.4% of companies described themselves as more
risk-averse, 33.7% as more risk-tolerant, and 35.9% as something in
between. Social media were not associated with as many risks, as only
10.1% reported considering social media as more of a risk than an

opportunity. In contrast, the opposite was true for 62.9% of the companies.

56.5% of the respondents felt that their employees were provided with
sufficient resources and opportunities to thrive in digital business, whereas
only 19.6% felt they were lacking. Roughly half (49.5%) of the companies felt
that they currently have sufficient talent to support their digital business,

whereas 27.4% felt they were lacking in talent.

29.7% of the respondent companies were either completely or to some
extent lacking a distinct digitalization strategy, while 34.1% of the companies
reported having a distinct digitalization strategy. 38.4% did not have clear
and quantifiable goals measuring the digitalization strategy’s success, while
only 31.8% had clearly defined goals for the strategy. The differences were
much more prominent when comparing different levels of digital maturity. Out
of the least digitally mature level, Beginning, no one reported having a
digitalization strategy or defined goals for it. As many as 89 percent of the
most digitally advanced group reported having a digitization strategy, and 72
percent also had clear goals for it. This is also supported by previous
research, where Kane et al. (2017) noted that having a digitalization strategy

is one of the most significant differentiators of different digital maturity levels.

Digitalization seemed to be supported by management practices. 54.3% of
the companies reported having their management embrace digital channels

and lead by example. In over a half of the respondents’ companies,
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management structures and practices were not seen as interfering with the
companies’ ability to engage in digital business successfully. Only in

approximately 12% of the companies, management structure and practices
were seen as a hindrance to digital business. Additionally, most companies

(568.3%) reported using digital decision-making assisting tools regularly.

4.3 Financial profitability and digital maturity

Digital maturity was compared with EBIT and ROI for companies for which
public finance data were available. The following correlations were observed:
an R-squared value of 0.0791 for digital maturity’s correlation with ROI
(Figure 11), and an R-squared value of 0.0039 for digital maturity’s
correlation with EBIT (Figure 12), meaning that 7.91% and 0.39% of the
variation within the data can be explained with digital maturity. While the
correlation is positive and as such in line with previous studies, the
correlation is negligible, and therefore cannot confirm or disprove the
research hypothesis. Also, due to the limited sample size for this dataset,
some outliers in both ends of the scale have a notable effect on the
regression line. According to Bryman and Bell (2015), outliers, variables with

either very high or low values, can have a distortive effect.

According to Bryman and Bell, the significance level is denoted by p < X, p
meaning probability. The p-values for digital maturity’s correlation with
EBIT% and ROI were 0.752 and 0.155, respectively. Drawing 100 samples
with these p-values, as many as 75.2 and 15.5 of them could show a
relationship even though one did not exist in the population. Bryman and Bell
set out 5 out of 100 as the acceptable risk level for business and managerial
research. Both dependent variables show a distinct lack of statistical
significance, which according to Bryman and Bell may limit the findings’
generalizability to the population from which the sample was selected.
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Correlation of digital maturity with ROI
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Figure 11. Correlation of digital maturity with ROI, y = 0,1084x - 0,1953.

?=0,0791

Correlation of digital maturity with EBIT r2=0,0039
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Figure 12. Correlation of digital maturity with EBIT, y = 0,0151x + 0,0207.
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Examining financial profitability’s correlation with other explanatory values,
revenue, family generation, and the sufficiency of the digital budget all had
negligible effects on the profitability as can be seen below in Table 8. In other
words, explanatory variables could not explain financial performance better
than digital maturity. Admittedly, it must be borne in mind that the same
reliability problems due to the small sample size and large variance also
affect this conclusion. The correlations between financial profitability and
explanatory variables are presented below in Table 6. For example,
revenue’s correlations with EBIT and ROI had R-squared values of 0.007 and
0.011, respectively, whereas the age of the company had close to no impact
on the financial performance. Family generation also had little to no negative

impact on the financial profitability.

Table 8. Financial profitability’s correlation with explanatory variables

Explanatory variable | Correlation with EBIT | Correlation with ROI

Family generation R? = 0.0652 (negative Rz =0.0002
correlation)

Age of the company R =0.0005 R? = 0.0054

Branch Varied Varied

Revenue Rz =0.007 Rz=0.0105

Sufficiency of digital ? = 3E-05 (negative R? = 0.0461
correlation)

budget
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As predicted, financial profitability varied considerably across different
industries, as can be seen below in Figure 13. It is notable, however, that
analysis of all the explanatory variables suffers from the same reliability
issues caused by low sample size and considerable variation within the
sample. Additionally, the responses were unequally divided into industries.
Out of the 28 companies in this sample, seven belonged to the service
industry, whereas only one company represented the finance industry. This
results in a high risk of one company having a major impact on the industry’s

average profitability.

Profitability by industry
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Figure 13. Average profitability by industry.

4.4 Summary of the results

The results show that Finnish SME family businesses generally have a good
understanding and awareness of digitalization and the possibilities thereof.
Most of the respondents also believe that digitalization is important to their

businesses’ success. The distribution of digital maturity among Finnish SME
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family businesses was slightly left-skewed, with the average value of digital
maturity being 3.25. Nearly half of the surveyed family businesses belonged
to the second most digitally mature level, Maturing. A notable minority was

planning on increasing their investments in digital business initiatives in the
next 12 months, whereas a little over half planned to keep their investments

on the same level.

The results of the comparison between the digitally mature and the less
digitally mature companies showed the most notable differences in the
attitudes towards the digitalization strategy and its measurement. The more
digitally mature companies also seemed to score especially high in the

Personnel and communications category.

A strong or statistically notable correlation between digital maturity and
financial performance of Finnish SME family businesses could not be
observed. The p-values describing the significance of the regression analysis
indicated a higher than acceptable risk level, as defined by Bryman and Bell
(2015). The identified potential explanatory variables could not explain
financial performance better than digital maturity, showing little to no

correlation.
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Chapter 5: Discussion and analysis

5.1 Discussion on the current state of digital maturity

The findings of the survey on digital maturity were mostly in line with previous
research. The distribution of digital maturity across Finish SME family
businesses was similar to the distribution of digital maturity among
international companies as recently studied by Rogers et al. (2021).
Differences in digital maturity between industries were perceived, as was the
case with Gill and VanBoskirk’s (2016) study. A major part of family
businesses lacked a digitalization strategy, which was also noted by a study
by Hong et al. (2017). This might have several reasons, as although most of
the respondent family businesses saw digital business as important to their
organization’s success and have previously identified digitalization as their
main concern (Hong et al.), they might be lacking in capacity or motivation.

Most family businesses felt that their digital budget was currently sufficient.

Management seemed to be committed to digitalization across the board.
Nguyen et al. (2013) highlight this as one of the key contributing factors to
the success of IT implementations. Based on the respondents’ answers,
management structures were not in the way of engaging in digital business
successfully. Digital tools were regularly used in decision-making, and
management led digital initiatives by their example. It is important to note that
as most of the respondents consisted of management and ownership, they
might be unable to criticize themselves objectively. Kivikoski and Kauppinen
(2021) proposed that the entrepreneur’s attitude toward and interest in
digitalization is one of the most important factors explaining the company’s
degree of digitalization. Some of the most notable differences in answers
between different digital maturity levels were those considering

management’s impact. However, if management's commitment and
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willingness to digitize were assessed by surveying the employees instead of
the management, responses about the management's attitudes could have

been notably different.

Most of the respondents also felt that they had sufficient digital talent
embedded in their organization. Additionally, most family businesses
provided their employees with sufficient resources and opportunities to thrive
in digital business, even though Kergroach (2020) claims that too few SMEs
engage their employees in ICT training. However, the frequency of employee
training was not assessed with the survey, so conclusions on this had to be
made based on “sufficient resources and opportunities” provided to the
employees. The issue with lacking digital strategies seems therefore unlike to

be caused by a lack of capacity, resources, or human capital.

Perhaps a lack of awareness of the potential benefits of a digitization strategy
reduces its perceived need or timeliness. However, a significant number of
respondents could not clearly answer the question of the digitization strategy,
which does not automatically rule out its existence. The digitization strategy
may be integrated with other strategies or practices and may not be a
separate entity. It must also be borne in mind that the lack of a digitalization
strategy does not mean that a company will not be able to plan its digital

business and react agilely to rapidly changing circumstances.

The positive correlation of digital maturity with financial profitability, as
proposed by Rogers et al. (2021) and Westerman et al. (2012) could not be
confirmed. The perceived slightly positive correlation was statistically
insignificant, and the limited sample size and high variation limited the
reliability of the regression analysis. The correlation between digital maturity
was not disproved, either, making previous research on the subject still

valuable and trustworthy in its own right.

The chosen research method, the web survey, enabled considerable
amounts of quantitative data to be collected in the span of only a few weeks.
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The achieved sample size exceeded expectations and the target. The
answers were in an easy-to-analyze format and could be easily processed
with different models and graphs. The main problem with the defined
limitations and chosen methods was the unavailability of public financial data
for certain general partnerships and limited partnerships. While not crucial for
examining digital maturity in Finnish SME family businesses, examining the
digital maturity’s correlation with financial performance would have greatly

benefitted from a larger sample.

As it stands, the current status of digital maturity in Finnish SME family
businesses based on this study can be considered somewhat generalizable
due to high internal and external validity. It is worth noting, however, that no
absolute conclusions can be drawn from the approximately 100 responses to
the tens of thousands of family businesses in Finland. Patterns and
phenomena can be identified by the sample this study obtained, but with an
even larger sample, the results could vary as the population is represented

more accurately.

This research has some limitations, both due to the quantitative nature of the
study and the diversity of the branches, operations, and sizes of the
respondent companies. Additionally, the study concerned Finnish family
businesses, and national differences in the characteristics of SMEs or family
businesses cannot be ruled out. While the methods chosen for this study
were fit for purpose, the lack of publicly available financial data made the
analysis of digital maturity’s correlation with financial profitability less reliable.
As the scope of this study was to study SMEs, financial data could have been
more accessible if it were acquired directly from the respondents by self-
reporting through the survey. It is notable, however, that official financial
statistics through the Finnish Patent and Registration Office is probably a
more reliable source of information than self-reporting, which enables more
error due to the respondents possibly answering with different financial
periods’ statistics, the use of different financial performance indicators, and
even due to lack of understanding and awareness of the company’s financial

performance.
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5.2 Addressing the research hypotheses

Two research hypotheses were tested and explored in this study.

1. A higher level of digital maturity leads to a higher level of financial

performance among Finnish family-owned SMEs.

The first research hypothesis could not be confirmed or refuted, as the
correlations obtained through regression analysis were only very slightly
positive with R? for ROl and EBIT% were 0.07913 and 0.00392, respectively.
Further, the results were statistically insignificant with the P-values of 0.155
and 0.752 for the dependent variables ROl and EBIT, meaning that 15.5%

and 75.2% of the observed differences can be attributed to chance.

Based on previous studies, it is still reasonable to assume that there might be
a positive correlation between digital maturity and financial also in Finnish
SME family businesses. If the study and regression analysis were performed
with a larger sample size, with less variation and outliers in the sample,

different results with higher reliability could be obtained.

2. | also argue that Finnish SME family businesses lack digital

awareness.

In general, Finnish family-owned SMEs seemed to have a good awareness
of the possibilities of digitalization. Although there was variation based on
different industries, it still seemed that family businesses believed in the
potential of digitalization, and many companies planned to invest more in it in
the future. Answers on digitalization strategies were more divided, as was the

risk-aversion when it comes to digitalization.
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As proposed by Hong et al (2017, the lack of digitalization expertise may
form a barrier to implementing a digitalization strategy. A lack of digitalization
strategies was also noted in the study with almost a third of the respondents
lacking a digitalization strategy. The exact cause for the lack of digital
strategy could not be identified, however, as most of the companies felt that
they already possess sufficient digital talent. While Hong et al. proposed that
innovation in family businesses mainly occurs on the management level, the

lack of digital awareness was not perceived there, either.
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6 Conclusion and future research

In this chapter, the research questions of the study are answered, after which
the thesis’ conclusions are presented. Finally, suggestions for future research
on digital maturity in Finnish family businesses are given, noting this study’s

limitations and how these could have been avoided.

6.1 Answering the research questions

Research question 1: What is the current state of digital maturity of Finnish

SME family businesses?

The average current level of digital maturity of Finnish SME family
businesses was Maturing, according to the survey and the answers of 97
companies. The average numeric value for digital maturity on a scale of 1.0
to 5.0 was 3.34, with 3.25 as the median value. The level of digital maturity
seems to be in line with the level suggested in previous studies, namely that
Finnish family businesses may be more digitally aware than their

international counterparts.

Research question 2: Does higher digital maturity have a positive effect on

the financial performance of Finnish family-owned SMEs?

While previous research suggests that there is a positive correlation between
digital maturity and financial performance, this could not be confirmed or
disproved with this study. The observed positive correlation was too faint to
be statistically significant. The limited sample size and large variation within it

notably affected the correlation.
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Research question 3: Have the possibilities of digitalization been

acknowledged in Finnish SME family businesses?

Finnish SME family businesses seem to be fairly well aware of digitalization
possibilities, and most companies felt that digital business is important to
their organization’s success. According to the survey, most companies
provide their employees with resources and opportunities to thrive in digital
business. A large portion of the respondents felt that they have currently
sufficient digital talent in their organization, and the importance of social
media was widely understood. Also, management appeared to be committed
to digital channels, and lead digitalization initiatives by their own example.
However, having a distinct digitalization strategy divided the respondents to
some extent. Many were lacking clear and quantifiable goals for the

digitalization strategy, as well.

6.2 Conclusion

The study aimed to examine the current state and effects of digital maturity
among Finnish family SMEs. Another goal was to answer whether digital
maturity correlates with financial performance. Three research questions and
two research hypotheses were formulated based on previous research and
literature on the subject. These hypotheses were tested with descriptive
analysis and regression analysis. Financial performance was measured with
ROl and EBIT.

A satisfactory number of answers from varied SME family businesses across
different industries were collected. Both digital mature and less advanced
companies completed the survey. On average, companies were a bit more

digitally mature than initially expected. The results of the correlation analysis
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may suffer from a lack of reliability. If the study was repeated, different results
could be expected with a greater sample. The possibility of a sampling error
cannot be ruled out. While the larger sample and data set included varied
types of SMEs, the limitation of available financial data probably increased

the risk of sampling error.

Data on Finnish SME family businesses' digital maturity were collected by a
custom-made survey sent out to Finnish family businesses and
entrepreneurs, and the financial data through the Finnish Trade Register and
Suomen Asiakastieto Oy. Out of 114 complete answers to the survey, 97
were by family businesses. Financial information was available for 28 of
these companies. Two data sets were formed: the first one consisting of the
28 companies’ answers and the financial information, and the second
consisting of the 97 companies’ answers. These were used to address the

first and second research hypotheses, respectively.

The survey’s answers were assessed to examine the current awareness of
digitalization’s possibilities among Finnish SME family businesses. Generally,
Finnish SME family businesses seemed to be relatively well aware of
digitalization’s possibilities. The importance of digitalization is acknowledged,
and the majority of management seemed to both embrace digital channels,
and lead by example. Also, most companies used digital tools to assist in
decision-making, as well as had positive attitudes toward social media.
However, a notable proportion of respondents noted that their company lacks
a distinct digitalization strategy altogether. An even greater number of
companies are missing clear goals for a digitization strategy. Assessing the
current level of digital maturity of Finnish SME family businesses, there was
notable variation across different industries, as well as variation in categories

within the different levels of digital maturity.

To test the first research hypothesis, regression analysis was performed.
Simple linear regression was chosen as the linear regression model. Digital

maturity’s correlation with increases in ROl and EBIT% was slight, but not
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statistically significant. The small sample size and large variation in the
sample made reduced the reliability of the analysis. Using the regression
model, it was found that there was no significant relationship between digital
correlation and the financial profitability of SME family businesses, possibly
due to the limited sample size. While the overall relationship between digital
maturity and ROl and EBIT% appeared to be slightly positive, the strong
correlation previous studies suggested could not be demonstrated. Other
explanatory values did not explain higher levels of financial profitability,

either, as there was next to no correlation between the variables.

Compared to the previous research on the digitalization of Finnish family
businesses with a sample size of 60 companies (Korkiakoski et al., 2021),
this study serves as a notable addition to the topic with more than half more
extensive sample of 97 survey respondents. The results of the study, while
somewhat similar to and in line with previous research, were not able to
confirm a notable correlation between digital maturity and financial
profitability. This means that the first research hypothesis could not be
confirmed or disproved. Additional research on the subiject is still needed to
determine whether the previous international studies regarding larger scale
companies still apply in a Finnish SME family business context. As the pace
of technological change is still accelerating, gaining competitive advantages
through digitalization is paramount for also to Finnish SME family
businesses. Preparing for change trough a digitalization strategy could
provide important insights to potential benefits and challenges brought by

digitalization.

6.3 Future research
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Increasing the sample size would enable more accurate and comprehensive
results on digital maturity’s correlation with financial profitability in Finnish

SME family businesses.

Choosing a different data collection method for financial statistics would
enable comparison between more varied SMEs, and not just between limited
companies. Gaining access to more companies’ financial data would make
analyzing digital maturity’s correlation with financial profitability more reliable.
Financial data for other than SME limited companies could have been

acquired through self-reporting with the survey.
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/ Summary in Swedish — Svensk

sammanfattning

Digital mognad i sma och medelstora finska familjeféretag -

Nuvarande tillstand och paverkan

7.1 Inledning

Familjeforetag utgor en avgorande del av den finska ekonomin och fungerar
som viktiga arbetsgivare i samhallet. De utgér mer an 60% av alla féretag i
Europa (Europeiska kommissionen, inget datum). Enligt Perheyritysten liitto
(2014) var cirka 62 000 av de cirka 274 000 foretagen i Finland familjeféretag
med 6ver en halv miljon anstallda. Detta star for cirka 40% av alla anstallda i
privata sektorn. Det finns nagra observerbara nyckelskillnader mellan
familjeféretag och féretag med olika agarstrukturer, som att de sma och
medelstora familjeforetagen ar mer solventa och sjalvforsorjande (Tourunen,
2009 & Leskinen, 2018). Detta orsakar kravet for forskning specifikt om

familjeforetag.

Definitionen av familjeféretag saknar konsensus bland forskare. Enligt Litz
(1995) ar ett forskningsproblem vid forskning om familjeféretag vad som
menas med begreppet familjeféretag. Definitionen av familjeféretag ar
avgorande for forskningen, bade for att resultera i generaliserbara resultat
och for att sakerstalla att vissa viktiga insikter inte forbises. Definitioner av
familjeforetag tar inte bara upp fragan om agande, utan ocksa andra faktorer
som definierar hela forskningsomradets omfattning. | vissa studier klassades

upp till 79% av alla foretag som familjeféretag (Chrisman et al., 2004), medan
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det i andra bara var 15%. Europeiska kommissionens definition av
familjeféretag anvands pa bade global och nationell skala, och ska darmed
anvandas aven i denna avhandling. Europeiska kommissionen definierar

familjeforetag med foljande fyra kriterier:

1. Majoriteten av beslutsratten ar i besittning av den person som grundat
eller har forvarvat foretaget, eller i besittning av deras makar, foraldrar,
barn eller barns direkta arvingar.

2. Majoriteten av beslutsratten ar indirekt eller direkt.

3. Minst en foretradare for familjen eller slakten ar formellt involverad i
forvaltningen av foretaget.

4. Borsnoterade foretag uppfyller definitionen av familjeforetag om den
som grundat eller férvarvat foretaget eller deras familjer eller attlingar

innehar 25 procent av den beslutanderatt som deras aktier ger.

Digitalisering som fenomen ar en internationell megatrend, och aven finska
familjeféretag maste hanga med i omvandlingen av industrier.
Digitaliseringen paverkar inte bara naringslivet, utan alla delar av samhallet.
Digitaliseringen har revolutionerat och forandrat manga branscher, men olika
forskare anvander fortfarande olika matetal och modeller for att mata nivan
pa digitala mognaden. Den extrema utvecklingstakten har gjort att mata
digitalisering pa ett generaliserbart satt allt mer komplicerat. Aven om denna
avhandling kanske inte ger nagra konkreta férslag som ar tilldampbara pa de
flesta foretags investeringar eller atgarder, kan den att fungera som en grund
for framtida mer djupgaende forskning och potentiellt belysa vikten av

digitalisering for familjeféretag.

Viss forskning i amnet har bedrivits bade pa internationell och nationell skala.
Cravotta och Grottke (2019) har utforskat digitaliseringens majligheter och

utmaningar specifikt for tyska familjeforetag. PwC:s Global Family Business
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Survey fran 2021 klargor digitaliseringens effekter pa familjeforetag bade i ett
internationellt (Bartels & Englisch, 2021) och finskt sammanhang

(Korkiakoski et al.,

2021), medan Elisa Oyj och Suomen Yrittajat har gett Prior Konsultointi Oy i
uppdrag att undersoka digitaliseringens effekter pa finlandska sma och
medelstora foretags framgang. Westerman et al. (2012) pastar att mer digitalt
mogna foretag presterar battre ekonomiskt i sin studie av nastan 400 stora
internationella foretag. Rogers et al. (2021) havdade att mer digitalt mogna
foretag som effektivt utnyttjar méjligheterna med digital marknadsféring, kan
vara mer an 30% mer kostnadseffektiva an sina konkurrenter, och samtidigt
Oka sin inkomst med i genomsnitt 20% mer an de andra. Studien visade
ocksa att digitalt mer mogna foretag hade en avsevart hdgre sannolikhet for

marknadsandelstillvaxt.

Pa grund av digitaliseringens breda omfattning, avgransas denna avhandling
till sma och medelstora finska familjeféretag. Detta gors for att gora
resultaten av denna studie mer applicerbara for hela malgruppen. Skalet till
att granskningen av stora féretag utelamnas i denna studie ar de
grundlaggande skillnaderna mellan dem och mindre féretag nar det galler
digital mognad och foretagsverksamhet i allmanheten. Vissa relaterade
forskningsomraden, sasom avkastningen pa investeringar i digitalisering, har
vackt mer intresse, liksom digital transformation i allmanhet, och nagra av de
mer konkreta mdjligheterna med det, som SEO, marknadsforing i sociala
medier och e-handel. Forskningsfaltet saknar en holistisk syn pa effekterna
av nivan pa digital mognad nar man évervager sma och medelstora
familjeféretag. Sma och medelstora féretag i allmanhet har ocksa vackt ett

visst intresse, liksom familjeforetag.
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7.2 Syfte och forskningsfragor

Syftet med denna avhandling ar att undersdka det nuvarande tillstandet av
digital mognad i finlandska sma och medelstora familjeféretag och undersoka
vilken inverkan det har pa dem genom explorativ forskning. Paverkan
undersoks genom att kartlagga den nuvarande medvetenheten om
digitaliseringens majligheter, och genom att analysera sambandet mellan
digital mognad och ekonomisk I6nsamhet i finlandska sma och medelstora
familjeforetag, eftersom det inte har undersokts noggrant tidigare. Dessutom
syftar denna avhandling till att ge en djupare forstaelse for vad termen digital

mognad betyder for finska familjeféretag.
Tre forskningsfragor har identifierats for att stédja syftet med denna studie:

1. Hur ser den digitala mognaden ut for finlandska sma och

medelstora familjeforetag?

2. Har hogre digital mognad en positiv effekt pa de finlandska

familjedgda sma och medelstora foretagens ekonomiska I6nsamhet?

3. Har digitaliseringens mojligheter uppmarksammats i finlandska sma

och medelstora familjeféretag?

7.3 Presentation av metod och datainsamling

Eftersom digital mognad inte ar ett standardiserat begrepp, for att kunna
beddma digital mognad bland finlandska familjeforetag, behover svaren
samlas in direkt fran foretagen. For att uppna detta valdes kvantitativa
undersokningsmetoder i form av en webbenkat och beskrivande analys for

undersokningen.
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Webbenkaten bestod mest av slutna fragor, med ett par 6ppna fragor for att
beddma till exempel respondentens titel, och féretagets bransch.
Webbenkaten baserades pa tidigare forskning och modeller for digital
mognad och den bestod av fem kategorier med atta fragor vardera.
Kategorierna var Ledning och strategi, Digitalisering och marknadsféring,
Personal och kommunikation, Ekonomi och slutligen Allmant. Ett numeriskt
varde for digital mognad bildades av de forsta fyra kategorierna och 32
fragorna, medan de 8 sista fragorna anvandes for att samla in
bakgrundsinformation som féretagsnamn, branscher och vilken
familjegeneration féretaget drevs av. Enkaten skickades till finlandska
familjeforetag och entreprendrer via LinkedIn och genom att direkt kontakta
sma och medelstora féretag och entreprendrer. Enkaten 6ppnades av 191
respondenter och fick 114 fullstandiga svar. Av dessa var endast 97 av
dessa svarande familjeféretag, sa den verkliga svarsfrekvensen for
undersokningen var 50.8%. Enkatens reliabilitet bedomdes med Cronbachs
alfa. Enligt Bryman och Bell (2015), bér Cronbachs alfa ha ett varde pa minst
0.80 for att ha en acceptabel niva av intern reliabilitet. Enkatens interna

reliabilitet var utmarkt, med Cronbachs alfavarde pa 0,983.

Finansiell statistik samlades in genom Suomen Asiakastieto Oy:s och Patent-
och Registerstyrelsens dataregister. Dessa statistiker var offentligt
tillgangliga endast for aktiebolag, vilket begransade urvalet anvandbart for
regressionsanalys. Av de 97 svarande med fullstandiga svar kunde den
finansiella statistiken endast hittas for 28 sma och medelstora familjeforetag.
Dessa 28 foretags svar tillsammans med den finansiella statistiken anvandes
for att gora en regressionsanalys. Ett numeriskt varde for digital mognad
anvandes som den oberoende variabeln, med EBIT% och ROl som de

beroende variablerna.
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7.4 Resultat

Resultaten av undersokningen om digital mognad var till storsta delen i linje
med tidigare forskning. Férdelningen av digital mognad mellan finska sma
och medelstora familjeforetag liknade fordelningen av digital mognad bland
internationella foretag som nyligen studerats av Rogers et al. (2021).
Resultaten visar att finlandska sma och medelstora familjeféretag generellt
sett har god forstaelse och medvetenhet om digitalisering och dess
mojligheter. Digital mognad delades in i fyra olika nivaer: Digital mognad pa
Borjande, Overgaende, Mognande och Avancerad. Férdelningen av
svarande pa dessa nivaer var 7.2 %, 28.9 %, 45.4 % respektive 18.6 %,
vilket ocksa speglar tidigare forskning i amnet. Resultaten av jamférelsen
mellan de digitalt mogna och de mindre digitalt mogna foretagen visade att
de mest anmarkningsvarda skillnaderna var i attityden till
digitaliseringsstrategin och dess matning. Nastan en tredjedel av
respondenterna saknade helt en tydlig digitaliseringsstrategi. De mer digitalt
mogna féretagen verkade ocksa fa extra hoga poang i kategorin Personal
och kommunikation. Variationen i bade digital mognad och ekonomisk
Ibnsamhet var anmarkningsvard inom de olika branscherna. IT-branschen
var féga forvanande den mest digitalt mogna branschen, medan

hyresbranschen var bade den minst Ionsamma och minst digitalt mogna.

En stark korrelation mellan digital mognad och ekonomisk lonsamhet kunde
inte observeras bland finlandska sma och medelstora familjeféretag. Medan
regressionsanalysen visade en svag positiv korrelation med digital mognad
och ROI (R- pa 0.0791), var urvalsstorleken begransad och variationen i den
var stor, vilket minskar resultatets reliabilitet. Korrelationen mellan digital
mognad och EBIT% var omarklig. De foreslagna forklarande variablerna
(familjegeneration, foretagets alder, bransch, omséattning, den digitala
budgetens tillracklighet) forklarade inte heller skillnader i ekonomisk

[6bnsambhet.
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7.5 Diskussion och avslutning

Syftet med studien var att ta reda pa det aktuella tillstandet och effekterna av
digital mognad bland sma och medelstora finska familjeféretag. Ett annat mal
var att svara pa om digital mognad korrelerar med ekonomisk I6nsamhet. Tre
forskningsfragor och tva forskningshypoteser formulerades utifran tidigare
forskning och litteratur i amnet. Dessa hypoteser testades med deskriptiv
analys och regressionsanalys. Digital mognad mattes med en skraddarsydd
webbenkat som fick 97 svar av sma och medelstora finska familjeféretag,
medan ekonomiska resultat mattes med ROI och EBIT som hamtades via
Patent- och registerstyrelsens och Suomen Asiakastieto Oys databas. Den

finansiella informationen var dock endast tillganglig for 28 foretag.

Enkatens svar utvarderades for att undersdka den nuvarande
medvetenheten om digitaliseringens majligheter bland finlandska sma och
medelstora familjeféretag. Generellt verkade finlandska sma och medelstora
familjeféretag vara relativt val medvetna om digitaliseringens majligheter.
Vikten av digitalisering erkanns och maijoriteten av ledningen verkade bade
anamma digitala kanaler och férega med gott exempel. De flesta foretag
anvande ocksa digitala verktyg for att hjalpa till i beslutsfattande, samt hade
positiva attityder till sociala medier. En anmarkningsvard andel av de
tillfragade noterade dock att deras foretag saknar en distinkt
digitaliseringsstrategi helt och hallet. Annu fler féretag saknar tydliga mal och
mal for en digitaliseringsstrategi. Nar man bedémer den nuvarande nivan pa
digital mognad for finska familjeforetag for sma och medelstora foretag, fanns
det betydande variationer mellan olika branscher, saval som variationer i

kategorier inom de olika nivaerna av digital mognad.

Resultaten av studien, aven om de delvis liknar tidigare forskning, kunde inte
bekrafta en anmarkningsvard korrelation mellan digital mognad och
ekonomisk Idnsamhet. Detta innebar att den andra forskningsfragan inte
kunde besvaras definitivt. Korrelationen mellan digital mognad och
ekonomisk Ionsamhet var for statistiskt obetydlig, och det fanns en hel del
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variation inom urvalet. Ytterligare forskning i amnet behdvs fortfarande for att
avgora om de tidigare internationella studierna om digitala mognadens
korrelation med ekonomisk Idnsamhet i storre foretag stammer aven i finska
sma och medelstora familjeféretag. Ett storre urval och potentiellt en annan
datainsamlingsmetod for finansiell information skulle kunna forbattra

forskningens tillforlitlighet.

78



References:

Barnes, L. & Hershon, S. (1976). Transferring Power in The Family Business.

Harvard Business Review, July 1976.

Bartels, P. & Englisch, P. (2021). PwC:n Family Business Survey (2021).
From trust to impact. Why family businesses need to act now to ensure their
legacy tomorrow. Retrieved October 27, 2021, from

https://www.pwc.com/gx/en/family-business-services/family-business-survey-

2021/pwce-family-business-survey-2021.pdf

Basly, S., & Hammouda, A. (2020). Family Businesses and Digital
Entrepreneurship Adoption: A Conceptual Model. The Journal of
Entrepreneurship, 097135572093057. doi:10.1177/0971355720930573

Batt, C., Cleary, P., Hiebl, M., Quinn, M. & Rikhardsson, P. (2020). The
Digitalization of Family Firms: A Research Agenda. A Way Ahead for the
Field, pp. 247- 260. DOI: https://doi.org/10.4337/9781788974073

Blackburn, S., LaBerge, L., O’'Toole, C. & Schneider, J. (2020). Digital

strategy in a time of crisis. McKinsey Digital.

Bouwman, H., Nikou, S., & de Reuver, M. (2019). Digitalization, business
models, and SMEs: How do business model innovation practices improve
performance of digitalizing SMEs? Telecommunications Policy, 101828.
doi:10.1016/j.telpol.2019.101828

Bryman, A. and Bell, E. (2015) Business Research Methods. Oxford

University Press.

Casula, M., Rangarajan, N., & Shields, P. (2020). The potential of working
hypotheses for deductive exploratory research. Quality & Quantity (2021)
55:1703-1725 https://doi.org/10.1007/s11135-020-01072-9

79


https://www.pwc.com/gx/en/family-business-services/family-business-survey-2021/pwc-family-business-survey-2021.pdf
https://www.pwc.com/gx/en/family-business-services/family-business-survey-2021/pwc-family-business-survey-2021.pdf
https://doi.org/10.4337/9781788974073
https://doi.org/10.1007/s11135-020-01072-9

Chrisman, J. J., Chua, J. H., & Litz, R. A. (2004). Comparing the Agency
Costs of Family and Non-Family Firms: Conceptual Issues and Exploratory
Evidence. Entrepreneurship Theory and Practice, 28(4), 335-354.
doi:10.1111/j.1540-6520.2004.00049.x

Couper, M. (2008). The Basic Building Blocks. In Designing Effective Web
Surveys (pp. 41-83). Cambridge: Cambridge University Press.
doi:10.1017/CB0O9780511499371.003

Cravotta, S. & Grottke, M. (2019). Digitalization in German family firms —
some preliminary insights. DOI: https://doi.org/10.1344/jesb2019.1.j051

Cronbach, L. J. (1951). Coefficient alpha and the internal structure of tests.
Psychometrika, 16(3), 297-334. doi:10.1007/bf02310555

Delany, E. (1995). Strategy consultants—Do they add value? Long Range
Planning, 28(6), 99—-106. doi:10.1016/0024-6301(95)00056-0

Digitalization. 2021. In Merriam-Webster.com. Retrieved December 19, 2021,

from https://www.merriam-

webster.com/dictionary/digitalization#:~:text=%3A%20the % 20process%200of

%20converting%20something,information%20exchange%20for%20financial
%20institutions.%E2%80%94

Elisa (2021) Tutkimus: Digitalisoinnilla on merkittava rooli PK-yritysten
menestymisessa pandemia-aikana. Published 30.3.2021. Retrieved

November 3, 2021, from https://yrityksille.elisa.fi/ideat/tutkimus-

digitalisoinnilla-on-merkittava-rooli-pk-yritysten-menestymisessa-pandemia-

aikana/

80


https://doi.org/10.1344/jesb2019.1.j051
https://www.merriam-webster.com/dictionary/digitalization#:~:text=%3A%20the%20process%20of%20converting%20something,information%20exchange%20for%20financial%20institutions.%E2%80%94
https://www.merriam-webster.com/dictionary/digitalization#:~:text=%3A%20the%20process%20of%20converting%20something,information%20exchange%20for%20financial%20institutions.%E2%80%94
https://www.merriam-webster.com/dictionary/digitalization#:~:text=%3A%20the%20process%20of%20converting%20something,information%20exchange%20for%20financial%20institutions.%E2%80%94
https://www.merriam-webster.com/dictionary/digitalization#:~:text=%3A%20the%20process%20of%20converting%20something,information%20exchange%20for%20financial%20institutions.%E2%80%94
https://yrityksille.elisa.fi/ideat/tutkimus-digitalisoinnilla-on-merkittava-rooli-pk-yritysten-menestymisessa-pandemia-aikana/
https://yrityksille.elisa.fi/ideat/tutkimus-digitalisoinnilla-on-merkittava-rooli-pk-yritysten-menestymisessa-pandemia-aikana/
https://yrityksille.elisa.fi/ideat/tutkimus-digitalisoinnilla-on-merkittava-rooli-pk-yritysten-menestymisessa-pandemia-aikana/

European Union law. (2003). 32003H0361. Commission Recommendation of
6 May 2003 concerning the definition of micro, small and medium-sized
enterprises. Retrieved October 27, 2021, from
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32003H0361

Finnish Patent and Registration Office. (n.d.). Filing financial statements with
the Trade Register. Retrieved November 13, 2021, from

https://www.prh.fi/en/financial statements.html

Freund, R. & Wilson, W. (2003). Statistical Methods. Second Edition. ISBN:
0-12-267651-3

Friedlob, G., Schleifer, L. (2003). Essentials of Financial Analysis. John Wiley

& Sons, Inc., Hoboken, New Jersey.

Gerald, A. (1997). The Likert scale revisited: An alternate version. Market
Research Society. Journal of the Market Research Society; Apr 1997; 39, 2;
ABI/INFORM Collection pg. 331

Gobble, M. M. (2018). Digital Strategy and Digital Transformation. Research-
Technology Management, 61(5), 66—71.
doi:10.1080/08956308.2018.1495969

Henriette, E., Feki, M., & Boughzala, I. (2016). Digital Transformation
Challenges. MCIS 2016 Proceedings. 33. http://aisel.aisnet.org/mcis2016/33

Hong, C., Lee, K. & Tay, E. (2017). Family businesses in the digital economy,
KPMG Digital + Innovation. Retrieved 22.2.2022 from
https://assets.kpmg/content/dam/kpma/sa/pdf/2017/05/Family-Businesses-in-

the-Digital-Economy.pdf

Kane, G., Palmer, D., Nguyen Phillips, A., Kiron, D. & Buckley, N. (2017).
Achieving Digital Maturity. MIT Sloan Management Review and Deloitte

81


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32003H0361
https://www.prh.fi/en/financial_statements.html
http://aisel.aisnet.org/mcis2016/33
https://assets.kpmg/content/dam/kpmg/sg/pdf/2017/05/Family-Businesses-in-the-Digital-Economy.pdf
https://assets.kpmg/content/dam/kpmg/sg/pdf/2017/05/Family-Businesses-in-the-Digital-Economy.pdf

University Press. Retrieved 3.1.2022 from:
http://sloanreview.mit.edu/digital2017

Kergroach, S. (2020). Giving momentum to SME digitalization. Journal of the
International Council for Small Business, 1-4.
doi:10.1080/26437015.2020.1714358

Kivikoski, J. & Kauppinen, T. (2021). Pk-yritysten opit digitalisaatiosta 2020.
Miten digitalisointi on auttanut pk-yrityksia menestymaan? Prior Konsultointi
Oy

Korkiakoski, M., Stenqvist, K., & Oksa, M. (2021). PwC:n Family Business
Survey 2021 - Suomen tulokset. Retrieved October 27, 2021, from

https://www.pwec.fifi/julkaisut/tiedostot/pwc-family-business-survey-2021-

suomen-tulokset.pdf

Leskinen, A. (2018). Itasuomalaisten pienten — ja keskisuurten perheyritysten

taloudellinen suorituskyky.

Litz, R. A. (1995). The Family Business: Toward Definitional Clarity. Family
Business Review, 8(2), 71-81. doi:10.1111/j.1741-6248.1995.00071.x

Mattila, J., Pajarinen, M., Seppala, T., Makarainen, K. & Neuvonen, V.
(2021). Digibarometri 2021: Vuosikymmen verkkokauppaa ja alustataloutta,

Taloustieto Oy, Helsinki.

Mettler, T. (2010). Thinking in terms of design decisions when developing
maturity models. Int. J. Strateg. Decis. Sci. (IJSDS) 1, 76-87

Murdoch, M., & Murdoch, C. W. (1991). A Legal Perspective on Shareholder
Relationships in Family Businesses: The Scope of Fiduciary Duties. Family
Business Review, 4(3), 287-301. doi:10.1111/j.1741-6248.1991.00287 .x

82


http://sloanreview.mit.edu/digital2017
https://www.pwc.fi/fi/julkaisut/tiedostot/pwc-family-business-survey-2021-suomen-tulokset.pdf
https://www.pwc.fi/fi/julkaisut/tiedostot/pwc-family-business-survey-2021-suomen-tulokset.pdf

Nguyen, T. H., Newby, M., & Macaulay, M. J. (2013). Information Technology
Adoption in Small Business: Confirmation of a Proposed Framework. Journal
of Small Business Management, 53(1), 207-227. doi:10.1111/jsbm.12058

Nissim, D. (2019). EBITDA, EBITA or EBIT? Columbia Business School.

Nulty, D. (2008). The adequacy of response rates to online and paper
surveys: what can be done? Assessment & Evaluation in Higher Education
Vol. 33, No. 3, June 2008, 301-314.

Olson, P., Zuiker, V., Danes, S., Stafford, K., Heck, R., & Duncan, K. (2003).
The impact of the family and the business on family business sustainability.
Journal of Business Venturing 18 (2003) 639 — 666.

Proff, H., Ahrens, C., von Ostrowski, Y., & Neuroth, W. (n.d.). On the Pulse of
Digitalization. Deloitte Digital Maturity Index. Deloitte & University of
Duisburg-Essen. Retrieved 3.12.2021 from:

https://www?2.deloitte.com/content/dam/Deloitte/de/Documents/operations/De

loitte Digital Maturity Index.pdf

Rogers, E. M. (2003). Diffusion of innovations. New York: Free Press.
Originally Joe M. Bohlen, George M. Beal, and Everett M. Rogers at lowa
State University, in 1957

Rogers, K., Pérez-Moifio, J., & Poncela, A. (2021). The Fast Track to Digital
Marketing Maturity. Boston Consulting Group & Google.

Rossman, A. (2019). Digital Maturity: Conceptualization and Measurement

Model. Reutlingen University.

Salume, P., Barbosa, M., Pinto, M., & Sousa, P. (2021). Key dimensions of
digital maturity: A study with retail sector companies in Brazil.
https://doi.org/10.1590/1678-6971/eRAMD21007 1

83


https://www2.deloitte.com/content/dam/Deloitte/de/Documents/operations/Deloitte_Digital_Maturity_Index.pdf
https://www2.deloitte.com/content/dam/Deloitte/de/Documents/operations/Deloitte_Digital_Maturity_Index.pdf
https://doi.org/10.1590/1678-6971/eRAMD210071

Saunders, M., Lewis, P., & Thornhill, A. (2009). Research methods for

business students (5th ed.). Pearson Education.

Schulze, W., Lubatkin, M., & Dino, R. (2003). Toward a theory of agency and

altruism in family firms. Journal of Business Venturing, 18, 473—490.

Schulze, W., Lubatkin, M., Dino, R., & Buchholtz, A. (2001). Agency
relationships in family firms: Theory and evidence. Organization Science, 12,
99-116.

Scullion, M. (2022). The Race To Digitize And The Rise Of Information Gaps.
Forbes. Published January 12, 2022. Retrieved 23.1.2022 from:

https://www.forbes.com/sites/forbestechcouncil/2022/01/12/the-race-to-

digitize-and-the-rise-of-information-gaps/?sh=493e2b6a1b8c

Shawqi, M. (1987). The validity of ROl as a measure of business

performance. The American Economic Review.

South Australian Government & KPMG Australia (n.d.). Digital
Transformation Toolkit Guide, Version 4.2. The Office for Digital Government.

Retrieved 4.2.2022 from https://www.dpc.sa.gov.au/responsibilities/ict-digital-

cyber-security/toolkits/digital-transformation-toolkit

Stewart, A. (2003). Help one another, use one another: Toward an
anthropology of family business. Entrepreneurship Theory & Practice, 27(4),
383-396.

The European Commission. (n.d.). Family business. In The European
Commission. Retrieved October 29, 2021, from

https://ec.europa.eu/growth/smes/supporting-entrepreneurship/family-

business en

84


https://www.forbes.com/sites/forbestechcouncil/2022/01/12/the-race-to-digitize-and-the-rise-of-information-gaps/?sh=493e2b6a1b8c
https://www.forbes.com/sites/forbestechcouncil/2022/01/12/the-race-to-digitize-and-the-rise-of-information-gaps/?sh=493e2b6a1b8c
https://www.dpc.sa.gov.au/responsibilities/ict-digital-cyber-security/toolkits/digital-transformation-toolkit
https://www.dpc.sa.gov.au/responsibilities/ict-digital-cyber-security/toolkits/digital-transformation-toolkit
https://ec.europa.eu/growth/smes/supporting-entrepreneurship/family-business_en
https://ec.europa.eu/growth/smes/supporting-entrepreneurship/family-business_en

The Finnish Family Business Network (n.d.). Perheyritysten liitto. Usein
kysytyt kysymykset. Retrieved September 13, 2021, from
https://perheyritys.fi/tietoa-
meista/ukk#:~:text=Miten%20paljon%20Suomessa%200n%20perheyrityksi%
C3%A4,2018%20n0in%2035%20miljardia%20euroa.

Tourunen, K. (2009). Perheyritykset kansantaloudessa. Yritysten omistus,
toiminnan laajuus ja kannattavuus Suomessa 2000-luvun alussa. Ty6- ja

elinkeinoministerin julkaisuja. Tyo ja yrittajyys 53/2009.

Ward, J. L. (1997). Growing the Family Business: Special Challenges and
Best Practices. Family Business Review, 10(4), 323-337. doi:10.1111/j.1741-
6248.1997.00323.x

Westerman, G., Bonnet, D., & McAfee, A. (2012). The Advantages of Digital
Maturity. MIT Sloan Management Review. Published November 20, 2012.

Retrieved 3.2.2022 from https://sloanreview.mit.edu/article/the-advantages-

of-digital-maturity/

Westerman, G, Tannou, M., Bonnet, D., Ferraris, P., McAfee, A.. (2012). The
Digital Advantage: How digital leaders outperform their peers in every

industry. Capgemini Consulting. MIT Sloan Management Review.

Wong, L., & Kleiner, B. (1994). Nepotism. Work-Study, 43(5), 10-12.
doi:10.1108/eum0000000004002

Yrittajat (2016). Digitaalisuudella on merkittdvé yhteys pk-yritysten
menestykseen
Published 31.10.2016. Retrieved November 3, 2021, from

https://www.yrittajat.fi/tutkimukset/digitaalisuudella-on-merkittava-yhteys-pk-

yritysten-menestykseen/

Yritystutkimus ry (2017). Yritystutkimuksen tilinpaatosanalyysi. Gaudeamus
Helsinki University Press. ISBN 978-952-495-951-3

85


https://perheyritys.fi/tietoa-meista/ukk#:~:text=Miten%20paljon%20Suomessa%20on%20perheyrityksi%C3%A4,2018%20noin%2035%20miljardia%20euroa
https://perheyritys.fi/tietoa-meista/ukk#:~:text=Miten%20paljon%20Suomessa%20on%20perheyrityksi%C3%A4,2018%20noin%2035%20miljardia%20euroa
https://perheyritys.fi/tietoa-meista/ukk#:~:text=Miten%20paljon%20Suomessa%20on%20perheyrityksi%C3%A4,2018%20noin%2035%20miljardia%20euroa
https://sloanreview.mit.edu/article/the-advantages-of-digital-maturity/
https://sloanreview.mit.edu/article/the-advantages-of-digital-maturity/
https://www.yrittajat.fi/tutkimukset/digitaalisuudella-on-merkittava-yhteys-pk-yritysten-menestykseen/
https://www.yrittajat.fi/tutkimukset/digitaalisuudella-on-merkittava-yhteys-pk-yritysten-menestykseen/

Zahra, S. & Sharma, P. (2004). Family Business Research: A Strategic

Reflection. Family Business Review, vol. XVII, no. 4, December 2004. Family

Firm Institute, Inc.

Appendix A. The questions for the survey about digital

maturity, with references.

Category / question
number

Question

Reference

Management and strategy

Our organization regularly
uses digital tools to assist
decision-making

Our organization has
implemented a distinct
digitalization strategy.

Our organization has clear
and quantifiable goals for
measuring the success of the
digital strategy.

VanBoskirk (2017)

Our organization’s
management structure and
practices (e.g., reporting
relationships and decision-
making processes) do not
interfere with its ability to
engage in digital business
successfully.

Kane et al. (2017)

Our organization values and
encourages experiments and
testing as a means of
continuous organizational
learning.

VanBoskirk (2017)

The roles and responsibilities
for delivering the digital

Government of South
Australia
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strategy are clear and

understood
7. Our organization’s Government of South
management embraces digital | Australia
channels and leads by
example
8. My organization primarily Kane et al. (2017)

drives digital business
adoption and engagement
internally through

Digitalization and
marketing

9.

\Would you consider your
organization more risk-averse
or risk-tolerant when it comes
to digitalization?

10.

Our organization is actively
implementing initiatives to
increase agility in its response
to rapidly changing markets.

Kane et al. (2017)

11.

Digital business is important to
the success of my
organization.

Kane et al. (2017)

12.

Our organization develops
and documents new digital
procedures and policies.

Government of South
Australia

13.

In your organization, is social
media is seen more as a risk
than an opportunity?

Government of South
Australia

14.

Our organization monitors
new technologies and adapts
to changing market
requirements.

Proff et al. (n.d.)

15.

\We optimize our processes
with the help of digital
technologies.

Kane et al. (2017)

16.

How would you characterize
the outcome of digital
business initiatives in your
organization to date?

Personnel and
communications
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17.

Our organization has sufficient
talent today to support our
organization’s digital business
strategy.

Kane et al. (2017)

18.

Our organization effectively
utilizes the digital knowledge,
skills, interest, and experience
held by employees.

Kane et al. (2017)

19.

Our staff understand the
benefits and opportunities to
them and customers of the
digital strategy.

20.

Our staff proactively
generates and explores ways
to improve digital service
delivery and internal
productivity via digital
solutions.

21.

\We have digital skills
embedded throughout our
organization.

VanBoskirk (2017)

22.

\We promote collaboration
across departments regarding
digital projects and services.

23.

Our organization model
encourages cross-functional
collaboration.

VanBoskirk (2017)

24.

My organization provides its
employees with the resources
and/or opportunities to thrive
in a digital business.

Kane et al. (2017)

Economy

25.

Is your organization planning
to invest a higher or lower
amount in digital business
initiatives in the next 12
months?

26.

Roughly how much of your
total investments do you
allocate in digital investments?

27.

\When my organization
implements digital business

Kane et al. (2017)
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initiatives, they tend to start as

28.

Our organization's digital
budget is appropriate to
current needs

20.

\We gain cost savings through
digitalization and digital
investments

30.

Our organization prioritizes
digital channels over other
business practices and
processes

31.

Our organization regularly
explores and experiments with
different digital methods and
solutions

32.

Our organization spends the
appropriate amounts of time,
energy, and resources on
implementing digital business
initiatives

Kane et al. (2017)

General

33.

\What organization do you
work for? (will not be
published)

34.

Is your company owned or
managed by a family?

35.

How old is your organization?
(years)

36.

\Which family generation owns
runs your business?

37.

\Which best describes your
organization’s primary
industry?

38.

\What is your role at your
organization?

39.

Given business trends, |
expect to work for my
organization for:

40.

If you wish to receive a
summary of the results,
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please leave your email
laddress on the form below.
'You will not be contacted with
anything else, and the email
address will be deleted after 2
months.
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