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Succession: The Definition

Succession in a family company is the most important issue it faces, since its success
depends on its own survival. The continuation of family businesses from one
generation to the next depends mainly on a successful plan.
(W. Handler, 1994).

Succession is the transfer of management and control of the company, from the
founder - owner to another person. This person can be a person from the next
generation of the family or a non-family member.
Other researchers have also divided the term "administration"
dimensions, that of property and that of management (Barry, 1975).
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Succession as a Process
Succession is not just an event, but a multi-stage process that is achieved over
time, starting before the transfer of the business.

Churchill and Hatten (1987) define the succession process as a four-stage life
cycle.
The first stage concerns the period when the owner of the company is the only
one involved in the family.
In the second stage of education and development, when the successor learns
the company.
The third stage concerns the cooperation between the two, owner and
successor.
The fourth stage concerns the full transfer of responsibilities to the successor.
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Succession as a Process

Handler, W. (1994)
Founder from the position of the sole
operator of the company, holds the role
of Monarch having absolute control and
influence in the company. He then moves
on to the role of Supervisor assigning
responsibilities and finally to the role of
Consultant.
Successor having initially no role in the
business is used as an Assistant, later as
a Manager and finally as a Leader
responsible for the decisions of the
company.
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Succession as a Process

Cadieux L., Lorrain J.,
Hugron P., (2002)
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Founder
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The owner’s characteristics play an important role concerning the transfer of his
authority.
Owners are particularly reluctant to withdraw from the company they have
established and directed.
All studies converge on the fact that founders who have difficulties in transferring
power lead to problematic succession situations, Danco (1981).
The special characteristics of the owner (founder) and the degree to which he wants to
transfer his power are a decisive factor for a successful succession.
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The Behavioral Characteristics of the Founder

Founders-owners need power (McClelland, 1961),
internal control (Brockhaus, 1975; Shapero, 1975)

they have a deep desire for immortality (Becker, 1973)
to enhance their fragile superego (McClelland and Burnham,
1976)
start their own businesses as a result of their need for
control (Kets de Vries 1985)
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different forms of "retirement"

Sonnenfeld (1988) found that there may be different forms of
"retirement" for different types of founders.
The Monarchs do not leave until they are forced or die.

The Generals also resign only when forced to do so, but often plan
a return to power to rescue the company from an inadequate
successor.
The Ambassadors leave the administration and become advisors to
the company.
Governors manage for a while and then deal with other businesses.
10

Successor
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The personality, experience, ambitions of the chosen successor determine his or her
desire or reluctance to finally take the reins of the family business.
According to his research (W. Handler, 1992), a successful succession depends on two
factors:
the individual successes of the successor (need for self - fulfillment, professional
interest, personal experiences);
the influences from his / her relationship with the family (family respect,
relationship with relatives, ties with the business).
Ianarelli (1992) concludes that prospective successors to gain professional experience
start their socialization in the company since their pre-puberty years.
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Critical factors for the development of leadership interest in the
family business are:
1.
2.
3.
4.

time with the father in the business,
experiences in various aspects of the business,
the development of skills in the business,
encouragement and positive attitude from the parent about the
business,
5. the contribution to the team
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Succession Planning
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Steps for a Successful Succession
1st Step
Successor Selection Criteria
Defining the range of candidates
Determining potential successors
Governance guide (property rules, succession group, boards)
Design of property separation
Timeline
2nd Step
development of successors
3rd Step
choice of the successor
4th Step
Management transfer
5th Step
Transfer of capital
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Key Factors for the Succession

The study of Ward (1987) states that maturity of the market and changes
in the technological environment lead to the failure of an effective
succession, for which reason the company's plan should be strategically
designed to meet the new needs of the era.
Also, the company’s environment and other partners should help
socialize the new successor without clinging to old situations and processes.
Additionally, competition
succession process.
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Key Factors for the Succession
the balance that must exist between the three elements: property, business and family
the lack of entrepreneurial knowledge
the role of the founder of the company
the characteristics of the owner
if the owner wants to transfer his power

- the prospect of the next generation

the next generation is willing to take over the leadership and ownership of the business

successor's skills, capabilities, and his will to work
the transfer of knowledge and experience from the current owner to the future
role of the family and the board
the relationship between owner and successor
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Key Factors for the Succession

the age of the owner

the sex of the owner
the sex of the successor
the early participation of the successor
the obligation - promise and dedication on both sides
their ability to manage conflicts
the successor's wish to take over the family business
the will of the previous owners to want to guide the successor

18

The effective Succession

19

Breton ‐ Miller, Miller and Steier (2004)

Successful Succession are based on the
subsequent positive performance of the company,
its ultimate viability and
the satisfaction of stakeholders with the succession process.
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Success of the Succession Process

Venter, E., Boshoff, C.,
Maas, G. (2005)

“The Influence of
Successor-Related Factors
on the Succession Process
in Small and Medium-Sized
Family Businesses”
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The effect on Performance and Innovation

Performance
The results show that succession negatively affects performance, both in the case of
succession with a successor family member and with a successor unrelated to the family. Thus,
the existence of succession costs is reflected in both cases.
The reduction in performance after succession is greater for companies where they are
managed by one person within the family, as opposed to succession by an unrelated person to
the family. This is explained by the tendency of external executives to reorganize the structure
of the company.

Innovation
After succession to a family business by a family member, business innovation is
characterized by minimal emphasis on finding new ideas and discovering new structures. The
innovation is characterized by low intensity since the successors within the family do not make
radical changes in the company.
After the succession to a family business by external executives, the business innovation will
be characterized by an emphasis on finding new ideas and discovering new structures and
22
eventually the innovation will be characterized by a higher intensity.

The role of Gender
in the Succession
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Women – less visible
fathers continue to favor sons from daughters ("The Demand for Sons", Dahl & Moretti, 2008).
daughters feel less visible than their brothers, who often urge them to make an extra effort to mark and
prove their ability (Dean, 2005).
female successors are making greater efforts in vocational-related education (Dumas et al.,1995).
Research on 128 small businesses in the UK, Martin (2001) reports evidence to ignore the abilities of
women's administration.

A survey with 40 interviews in California's family businesses about the management of daughters of family
business owners shows that even if they have sufficient experience and academic education, they are
still exploited in family businesses and described as unused resources (Dumas, 1992).

Dumas et al. (1995) provide indicative evidence of 30 interviews in Canadian family businesses where
female successors were asked to have more and wider professional experience and training than male
successors.
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Sons vs Daughters
Based on a sample of 73 family businesses, Kuratko, Hornsby, and Montagno (1993) observe trends
suggesting that sons are preferred and expected successors to family businesses in the US and Korea.
Analyzing a sample of 106 German family businesses, Arnaud (2011) identifies a fatherly preference for
boys to take over the management of the family business.
Similarly, Bertrand, Johnson, Samphantharak and Schoar (2008) show from data evaluation of 90 family
businesses in Thailand that the sons of the founders take ownership and control over other family.
Investigating a sample of the CEO succession in the limited liability companies in Denmark, Bennedsen et
al. (2007) report that the decision to appoint a successor from the family is significantly higher when
the first child is a boy.
In the United Kingdom and France, about two-thirds of family businesses are reported to have elected
CEOs from a primary (succession of the eldest son), while the rates in the US (about one third of family
businesses) and Germany (only 10% in a sample of 732 family businesses (Bloom & Van Reenen, 2007).
In terms of succession, bibliography shows that in family businesses the chances of women operating the
business remain small, due to the primacy rule (the first-time son usually inherits the enterprise) (Cole,
25
1997).

The Social
Stereotypes
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Societies around the world are still governed by the patriarchal norms of the family.
Starting at a very young age, sons are socialized within the family business and the
network of relationships, gaining an advantage over daughters in taking leadership
positions.
Thus, men are considered the head of the family and its primary feeders.
Women, on the other hand, have a responsibility for caring for the family.
They receive little or no support from men in family care responsibilities.

Families have traditionally socialized their daughters to care for their children, husband
and home, resulting in daughters spending less time in business and acquiring fewer
skills than sons.
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There are several factors that act as barriers and make it difficult for
women to participate in family businesses.
Research to date demonstrates the reasons why women are not
promoted to senior management.
Some of these reasons are:
•
•
•
•
•

family culture,
the stereotype of primacy,
the role of parents' gender
discrimination in corporate socialization and
women's lack of self-confidence.
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Family culture consists of the roles and rules embedded in the models of family behavior.
When the family culture accepts only the traditional roles of the two sexes, then both the
demand and the supply for the prepared daughter as a candidate successor decreases.
Another major obstacle for women is primacy. According to the practice of primacy, the
firstborn male child is expected to be the successor. Primacy is still a key criterion for the
selection of the successor, giving priority to the first consecutive male child.
The role of parents's gender. There is a strong preference of men for sons, while women
seem to have only a slight preference for daughters over sons.
Women's lack of self-confidence is undoubtedly influenced by parents' perceptions of a
daughter's ability or suitability to lead a family business. These perceptions are influenced by
gender norms that shape the distance of daughters from succession. Daughters may therefore
feel that the opportunity to become a successor is not available to them and that they do not
have the power to persuade their parents in a different way.
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The Woman as
Manager
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Women – management style

Surveys for women owned and operated by businesses have shown that women run their family
businesses as managers, taking into account the diffusion of formal governance into management
mechanisms, strategic planning processes and organizational structures. (Cuba et al., 1997;Cliff,
1998) (Watkins and Watkins, 1984; Hisrich and Brush, 1987; Cromie and Hayes, 1988; Carter and Cannon,
1992; Brush, 1992; Allen and Truman, 1993; Powell et al., 2002).
Mutual empowerment, cooperation and exchange of information characterize the forms of
government in women as for their own businesses (Allen and Langowitz, 2003).
Carol Gilligan has articulated how women and men are different in decision-making. Gilligan found that
women are much more "relational", giving more weight to the outcome that their decisions will have
on others and taking account of the collection and study of opinions of others in decision-making
(United Nations Conference on Trade and Development, 2010).
Comparative gender studies in management show that male business managers have an authoritarian
style of management, while female managers are human-oriented and have a supportive style of
leadership (Ünsoy and Gürol, 2000).
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Types of Women Involvement in the Family Business

Sharma P., Salvato
C., Reay T., (2014)
Temporal Dimensions
of Family Enterprise
Research
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characteristics of the female leadership style compared to the male
• The perception of the company as a complete network of cooperative
relationships at family, social and personal level
• Lower risk taking that focuses on interpersonal relationships and teamwork
• Care for human development
• Searching for information and sharing it before decision making.
• The special ability to perceive and handle conflicts.
• Stronger commitment to family, as they also have more difficulty balancing
family and work.
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