American Journal of Economics and Business Adnitiistn 4 (1): 94-104, 2012
ISSN 1945-5488
© 2012 Science Publications

Reducing the Hindering For cesin Intra-Family Business Succession

'George S. VozikiSEric W. Liguori,*Brian Gibson andK.M. Weaver
'Department of Management,
Institute for Family Business, Craig School of Bigss,
California State University, 5245 N. Backer, M/SREA 93740-800, Fresno
“Department of Management, California State Unitgr§iresno
*Research and Curriculum Development,
TOP Education Institute, Sydney, NSW, Australia
4Department of Management, University of South AtabaAlabama, USA

Abstract: The majority of research has focused on how famitien best prepare to hand the family
business to the next generation and concentratédynmn factors that facilitate succession. However
very few studies attempted to discover a set ofofacthat may inhibit and prevent intra-family
succession. In this study we develop researchgsitipns regarding the impact of the antecedent
issues inhibiting the critical success factors éffiectiveness and satisfaction with an intra-family
successful succession. It is hoped that the conaéftamework advanced in this study and further
empirical work will give us a much better understizng of the various issues that inhibit and
possibly prevent intra-family succession such &s, process issue of identity confirmation; the
individual issue of the owner’s age; the relatieauie of the family firm's degree of formalization;
the context issue of outside options for potergiadcessors and; the financial issues of low capital
stock and variability of earnings.
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INTRODUCTION endeavors (Holland and Boulton, 1984), the vasoritgj
of the literature asserts that family businessestently

Family firms are considered as one of the enginesachieve a better performance than non-family besies
of the post-industrial growth process since they s (McConaughyet al., 2001; Vickers, 1997), by maintaining
important for intergeneration development and fiems a competitive advantage through the preservatiothef
of entrepreneurial talent, business success, lemg-t “idiosyncratic knowledge of family character” (Bjgign
strategic commitment and entrepreneurial indeperglen and Sudd, 2001).
(Poutziouris, 2001), as well as, economic develagme Although, the family business field has received
in local communities (Astrachaet al., 2003; McCann extensive attention from scholars (Zahra and Sharma
and Bowman-Upton, 2001). 2004), the research still remains fragmented ifoicsis

In the US alone, family firms represent 90% of all and findings (Birdet al., 2002; Chrismart al., 2003).
businesses (Dyer, 1986), while the global percentag The most intriguing area in the family business
also high and stands around 70%. Family firms arditerature that greatly affects the fate of the igm
viewed as entrepreneurial firms, the ownership andirm’s entrepreneurial continued positive outconies
management of which, more often than not, belongs tthe succession process, as the effective successi®on
a family (Burch, 1972; Barnes and Hershon, 1976)among family firms is wrought with many difficulse
Others contend that the classification is validyamhen

there has been at least one generation transferd(Wa MATERIALSAND METHODS
2010), while most recent definitions concentrate on
family culture as a dominant attribute (Litz, 1985puUx Succession in the family business: One of the

and Brown, 1994). Although some researchers vieav thfundamental missions of a family business is tesths
family dimension as a constraint to true entrepugak  business to subsequent generations (Davis, 19683 an
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successful succession is the keystone to surviviié  effectiveness and satisfaction with succession Hey t
family business (Cabrera-Suaretzal., 2001; Shepherd rest of the family and nonfamily members. Their elod
and Zacharakis, 2000; Davis and Harveston, 1998pcuses on five critical success factors that can
Barnes, 1988). The family business literature adersi  influence and assist to a great extent the outcnfntiee
succession passage as the most important topic wiuccession process in a family firm: (1) The
which a family firm has to deal with (Handler, 1994 incumbent’s propensity to step aside, (2) the
and consequently it is one of the most deeply aealy successor’'s willingness to take over, (3) positamily
topics (Poutziourist al., 2006). relations and communication, (4) succession plannin
Succession is described as the transfer o#énd (5) the successor’'s appropriateness and ptapara
leadership from one family member to another (AFBS(Fig. 1).
1997). According to the literature, only about 3@%
family firms survive to the second generation antyo Factors inhibiting intra-family succession: Previous
around 15% make it through to the third generatioriterature has identified a long list of characéds and
(Sonnenfeld, 1991; Morrist al., 1997; Beckhard and factors that affect the process of succession and
Dyer, 1983a; 1983b). In order to most appropriatelyspecifically the five critical success factors abov
map an ongoing succession process and identify itslentified by Pyromalis and Vozikis (2009). In tbaly
critical elements, Handler (1990) identified two research piece we found focusing specifically oa th
interactive  succession dimensions, namely, théindering forces of succession (Masgisl., 2008) it was
satisfaction with the succession process and thasserted that there are three direct explanatiows a
effectiveness of the succession per se. The majofit conditions inhibiting a successful intra-family sassion
research has focused on how families can best mrepain terms of effectiveness and family satisfactioithw
to hand the business over to the next generatidle wh succession. Inhibiting successful intra-family succession
very little research has been given to studiestilyato  in terms of effectiveness and family satisfactioithw
discover a set of factors that may prevent intralfia ~ succession means that succession does not take, plac
succession. In this study we will try and developed  because: (1) all potential family successors dectime
of factors that can arise to hinder intra-family managerial leadership of the business, (2) the kombi
succession especially as it pertains to the fafaiiy. coalition rejects all potential family successorsl 43)
According to (Pyromalis and Vozikis, 2009), the the dominant coalition decides against family sasitm
successful succession process whether intra-faamily although acceptable and willing potential family
extra-family, i.e., outside the family, entails session successors exist (Fig. 2).

Critical success factors affecting succession Dimensions of successful
satisfaction and/or effactiveness succession

1: Incumbent’s propensity to
leave

2: Successor’s willingness to
take over
3: Positive family relations and
communication

Effectiveness
of succession
process

Satisfaction
with

succession

4: Succession planning

5: Successor’s
appropriateness/preparation

Fig. 1. Conceptual framework of the direct and fiadi influences of the critical success factorshia succession
process
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Factor preventing intra-family succession in the family firm

Individual
factors

All potential family
successors decline
appointment

Process
factors

Relation
factors

Succession
does not
take place

Dominant coalition
rejects all potential
family successors

Context
factors

|

Financial
factor

//

Dominant coalition decides
against intra-family succession
although acceptable and
willing familv succession exist

Massis er al. (2008)

Fig. 2: Factors inhibiting intra-family successiarfamily firms

If any of these three situations and conditionsProcess issues These are issues that arise during intra-

arises there will be no chance of
succession. These three direct conditions arettlirec

indirectly included into the (Pyromalis and Vozikis
2009) conceptual model
successful succession whether it is an intra- draex
family succession process, therefore it was decibdat

intra-family family succession planning that may prevent irdraify

succession from occurring. Process issues can take
different forms: (1) not clearly defining the role$ the

which pertains to anyincumbent and the potential successor, (2) inctyrec

evaluating the gaps between the potential successor
needs and abilities, (3) failing to train the pdin

for this study purposes the broader (Pyromalis anduccessor, (4) late or insufficiently exposing pbéd

Vozikis, 2009) conceptual framework will be empldye
rather than the narrower (Masssal., 2008) model.
This research will

successors to the business, (5) not giving thenpate
successors sufficient feedback about the succession

blend both theoretically and process, (6) not formalizing rational and objectviéeria

empirically the two conceptual models of (Pyromalisfor selection and (7) not defining the compositairthe

and Vozikis, 2009) assisting critical success fecamd

team in charge of the assessment of potential ssme

Massiset al. (2008) inhibiting conditions as antecedentsProblems within the antecedent process issues mhéyiti

which impact the effectiveness and satisfactiom e

the critical success succession factors affectitigfaction

succession process and in turn ultimately thwart oand/or effectiveness with intra-family successibne¢,

create a successful intra-family succession innailja
farm. Our rationale lies in the study by psychasbgi
Kurt Lewin who proposed in his seminal work on forc
field analysis (1937) that our chances of accorhpiis
something can be increased if we focus on redutiag
factors that prevent the event from occurring nathan
increasing the strength of the factors that agbist
event (Fig. 3).

The five antecedent issues that
effectiveness and satisfaction  with
succession are according to (Massial., 2008): process
issues; individual issues, relation issues, coniexdes
and financial issues.

inhibit
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four and five, namely, the positive relations and
communication within the family, the successiomplag
and the successor’s appropriateness and preparation

Individual issues: Individual issues include both
incumbent and successor related factors. Incumbent
related issues include a personal sense of attathohe
the incumbent with the business. This strong serfise

theattachment may prevent them from relinquishingrthei
intra-family position and is one of the most frequently citetribes

to effective succession. Another issue that disrapiot
of intra-family business successions is the unetgoec
and unplanned for loss of the incumbent.
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Fig. 3: Lewin’s force field analysis as it pertabosintra-family succession of family firms

Successor related factors include the low abilify ofamily succession two and three, namely, the
potential successors, dissatisfaction or lack ofsuccessor's willingness to take over and the pa@siti
motivation of potential successors and the unewgect relations and communication within the family.
loss of potential successors. Problems within the
antecedent individual issues may inhibit the aitic Context issues. These issues involve concerns with a
success succession factors affecting satisfactiofioa  changing economic and/or competitive environment.
effectiveness with intra-family succession one amg,  These issues include: changes in business perfeaman
namely, the incumbent’'s propensity to leave and théhat may alter the family’'s assessment of the &utur
successor’s willingness to take over. prospects of the family business and cause changes
the succession process, decreased business sable th
Relation issues: These issues pertain to the could lead the potential successor to leave thiness
relationships between the different interest grothag  due to decreased perceived monetary rewards and the
can cause potential conflicts and prevent successio|gss of key customers or suppliers or deterioration
These issues include: conflicts/rivalries/competitin =~ the relationship between potential successors and
parent-child relationships, customers or suppliers. The dominant coalition inith
conflicts/rivalries/competition among family member the family may decide to shut down the businesén
perils related to high consensus sensitivenesshef t case of weakening future business prospects, or the
family business such as a requirement for a unammo may seek a more qualified candidate if the busiiess
vote to make deCiSionS. LaCk Of trust in the pmnt projecting rapid grow‘th and expansion_ Prob'ems
successor by family members, a lack of commitment tithin the antecedent context issues may inhibi th
the potential successor by the family members,lednf critical success succession factors affecting fsatisn
between the incumbent/potential successor and noRmd/or effectiveness with intra-family successiare o
family managers, a lack of trust in the potentialand two namely, the incumbent's propensity to leave

successor by non-family managers and a lack Ofnd the successor’s willingness to take over.
commitment to the potential successors by non-famil

managers. Problems within the antecedent relatiofinancial issues: Financial issues are related to
issues may inhibit the critical success succedsictors  limitations in the internal financial resources ate
affecting satisfaction and/or effectiveness witlrdn  opportunity costs of obtaining external financing.
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Critical success factors affecting
succession satisfaction and/or Dimensions of successful
effectiveness intra-family succession

Antecedent issues
inhibiting intra-family
succession

1: Incumbent’s propensity to leave
Process issues
Identity confirmation

Satisfaction with
succession

Individual issues

3% 5 s
Owner's age 2: Successor's willingness to take

OvVeEr

Relation issues
Degree of formalization

3: Positive family relations-
Context issues communication

Outside options for
successors

4: Succession planning

Financial issues
Low capital stock and
variability of earnings

Effectiveness of
uccession process

5: Successor’s appropriateness
preparation successor preparation

Fig. 4: Conceptual framework of the inhibiting issuwithin a family owned firm as antecedents on dhgcal
success factors of a successful intra-family sigioagprocess

Financial issues include: The ability or inabilitp  identity conformation; the individual issue of thner’s
sustain the tax burden related to succession, thage; the related issue of the family firm's degadfe
inability to find the financial resources to liqai# the formalization; the context issue of outside optidos
possible exit of heirs and inadequate financiabweses potential successors and; the financial issuesowf |
to absorb the costs of hiring professional managersapital stock and variability of earnings.

Problems within the antecedent financial issues may

inhibit the critical succession factors affecting RESULTS

satisfaction and/or effectiveness with intra-family

succession one, two and five, namely, the incumbent The expected results confirming the impact of
propensity to leave, the successor’s willingnestake these inhibiting factors on the successful sucoedsi a
over and the successor's appropriateness anf@mily firm in terms of succession overall effeethess
preparation, especially when the family firm's and satisfaction with succession, will emerge fribm
dominant coalition does not believe there is a leiab empirical testing of the following propositions.
reason to keep the business in operation.

Figure 4 depicts the conceptual framework of theResearch proposition 1: Identity confirmation as a
direct and indirect influences of the distinct initing  process issue within a family firm will have a stger
issues within family owned firms as outlined abewel  inhibiting impact relative to other process issoasthe
as antecedents on the critical success factorstimle  critical success factors of the positive relaticarsd
the effectiveness and the satisfaction of a sufidess communication within the family, the succession
succession process. planning and the successor's appropriateness and

It is hoped that the ensuing discussion and rekear preparation affecting the effectiveness and satisfa
propositions on the antecedent issues inhibiting thwith intra-family succession.
critical success factors for effectiveness andsfeatiion Some family businesses are in their third or fourt
with an intra-family successful succession and¢feted generation and when children are born into these
research propositions advanced in the rest of tindys families they are raised with the understanding tthey
will give us a much better understanding of theotes  will one day run the family firm. Children born \rithe
issues that can arise to inhibit and possibly prewdra-  last name of Ford, Walton, or Pritzker of the Hyatt
family succession. It is the contention of the autithat  Hotels fame, are raised with an understanding adtwh
the forces with the strongest inhibiting force agidhe  their future roles in the business will be. They
various inhibiting issues are: The process issue ofinderstand what responsibilities they will have drel/
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understand what their lives will be like after theéime  the critical success factors of the incumbent'pprsity
running the business has run its course. Most familto leave and the successor’s willingness to taker ov
businesses though remain in the first or secondffecting the effectiveness and satisfaction wittra-
generation stage and therefore are still workingtbe  family succession.
details about how incumbents leave and potential Building on the discussion on identity
successors take over. conformation above, it is apparent that the longer

In the vast majority of family businesses theincumbent remains in their current position, thereno
current incumbent is the founder as well as itsenir the person associates their identity with that tpmosi
leader. Generally, as the founder of the busint®s, The longer the incumbent remains in their positios
incumbent had no other role in his or her adfdtdther  more they will identify with their position and tmsore
than their role as the head of the family busin@bss is  likely they will be to assume a confrontationalitatte
a role they were not trained for during their yoattd is  when it comes time to allow the potential successor
one in which they have a strong attachment to.eSinctake over and the more likely intra-family conflict
these incumbents were not prepared for this rotengu  would become a major factor in preventing intra-ifgm
their youth, many of them are unprepared for whiflt w succession. Additionally, the longer the incumbent
happen to them when they relinquish this role &irth remains in his/her position the older the average et
eventual successor. The phenomenon of incumbentse potential successor will be and therefore the
reluctant to retire finds a lot in the professiof o potential successors will be more likely to havagia
professional sports. Most elite athletes have knowrheir own prospects and fortune outside the family
nothing other than participation in athletics andew it  business and thus they may be more likely to refuse
comes time for them to retire they tend to hangasn  when approached about taking over the family firm.
too long and find themselves being a detrimenhé&irt Research has shown that in fact, the older the
teams. Business incumbents who try to hang on tothcumbent is when he or she relinquishes theirtjoosi
long can have the same detrimental effect on theias the head of the firm, the less cooperative antem
firms. The most cited reason for hanging on to aconfrontational he or she becomes to the incoming
position for too long is known as an identity jntra-family successor (Marshaét al., 2006). When
conformation (Milton, 2008), which denotes and istpjs occurs the incumbent is less likely to introeldhe
der_lved from the strong ties betvv_een incumbents and,,ccessor to key stakeholders and to disclose key
their role as the leader. The potential handoverosier ;-¢0 mation that may not be known to others in the

to a successor may cause the |n_cumb§_nt to feel 3*m. This attitude tends to alienate members af th
though they are not only losing their position khay family coalition who view a smooth, effective and

are also losing their identity as a person as well. s . : . S
g y P satisfying for all intra-family succession as imgtare

Issues arising with identity confirmation are notto their future financial well being. Another stiging

restricted to those in the position of the incunbaut -
also arise with potential successors. Family bissies fmdmg of the (Marshalb_t al., 2006) study was th_at as
incumbents advances in age they are more likely to

in their third or fourth generation raise their Idnén X |
differently than newly created enterprises. Chitdgg ~ Nave succession plans in place than younger
first generation business owners may have nevehcumbents. It is odd therefore that they take this

spoken about their potential succession as thesteafd ~ Confrontational stance when they have already sldnn
the business. These children, never being fulljnpd ~ for their retirement and this is probably because t
to take over the business, usually find their ownincumbents feel a strong desire to prove to theresel
identities outside of the confines of the busing¥ken  one last time that they still have the capabildybe in
they are finally approaching to take over their fgm charge as they have been all along, even though the
business they may face issues that they may haxe ne realize they must soon relinquish control.
thought about. They may be uncomfortable being
responsible for the financial well-being of various Research proposition 3: The degree of formalization
family members and may not welcome the newfoundwithin the family as a related issweithin a family
attention being lavished on them by employees andéirm will have a stronger inhibiting impact relagivto
family members alike. other related issues on the critical success faadr
the successor’'s willingness to take over and the

Research proposition 2: The owner's age as an positive relations and communication within the
individual issue within a family firm will have drenger  family affecting the effectiveness and satisfactigth
inhibiting impact relative to other individual isssion intra-family succession.
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Poor relationships among key stakeholders may bsuccession in family businesses, because it signals
the most difficult factor to overcome, but there arays the incoming generation of family leaders that the
to reduce its chances of hindering succession. Theusiness is in a strong financial position, has no
importance of the family firm’s formalization inisitng  immediate difficulties raising financial capital cathe
the quality level of intra-family succession plammi owners view future prospects to be good enouglass p
was supported by (Vries, 1977; Fredrickson, 1986)pn extra capital to the next generation. Also, by
who showed that one of the key factors that mosproviding the future generation with a robust
negatively affect succession and overall succesmngm inheritance, the successors perceive that they #me
family businesses is the owner's unwillingness tofamily business on a much stronger individual ficiah
formalize the organization. Although there is no@ete footing than they already do outside the familynfior
evidence linking the degree of formalization tothey could have possibly with other external opgion
succession planning, prior studies suggest thatased had they not been provided by inheritance. Besilles
formalization would have a positive effect on theobvious material benefits of an inheritance, peshiép
comprehensiveness of the succession planning [@ates strongest impact for a successful intra-family
family owned businesses (Harvestenal., 1997) and succession is that it removes any economic dodigs t
that a high degree of organizational formalizationpotential successors may have. Without an inher@an
contributes to better communication within the hass the successors may feel they are taking on exeessiv
and the family and consequently provides more pesit risk by replacing the incumbent at the helm of the

relations and organizational climate. family firm and may not be completely confident abo
the firm’s future business prospects.
Resear ch proposition 4: Outside options for potential It is obvious therefore, that a lot of the percept

successors as a context issue within a family fwith ~ beliefs of the incoming generation rise from thgnais
have a stronger inhibiting impact relative to otherthey see put out by the current leadership. An
contextual issues on the critical success factbrthe inheritance, continuing government subsidies angela
incumbent's propensity to leave and the successor§apital stocks send a strong signal to the incoming

willingness to take over affecting the effectivenesd gen_eration that the business is on strong financial
satisfaction with intra-family succession. footing. Conversely, the lack of these factors algrio

Potential successors can inhibit an intra-familythe incoming generation that the business may eairb
succession by declining the opportunity to takerdke  Strong financial footing and that they may do beltg
family business because of more advantageous eutsidUrsuing economic interests outside the firm. Apsen
offers. It was mentioned earlier that as incumbentdv@y to overcome these signals is to include tharéut
remained in their positions for longer periods iofe;, ~ 9eneration of leadership in the economic dealirfighe
potential successors may have created identitiesidqeu  firm SO that they do not make any incorrect assianpt
of the family business and better economic prospiect aPout the firm's health, thus, inhibiting the prests of a
their current positions that they may not be readil Successful intra-family succession.
willing to relinquish easily, even for the sake tbgir
family’s overall welfare. Additionally, in first osecond  Research proposition 5: Low capital stock and a high
generation family businesses positions are raisesariability of earnings in a family firm as a fingal issue
without having a strong understanding of the familywill have a stronger inhibiting impact relative ether
firm’s finances. This occurs because many first andinancial issues on the critical success factorsthef
second generation businesses usually tend to ac¢ @l incumbent's propensity to leave, the successor’s
strong emphasis on their succession plans. Without wilingness to take over and the successor's
strong understanding of the family’s and the familyappropriateness and preparation affecting thetafeess
firm’s finances, potential family successors arecéal  and satisfaction with intra-family succession.
to take their cues on the health of the business the In what is a very relevant topic for any family
outside activities of their parents. Financial cinetude  business but especially to the family-owned farm th
what type of home the family resides in, what tyfe issue of low capital stock is a very serious istua
cars they drive and how freely cash is spent oaries.  inhibits a successful succession. One reason family
One of the best cues on the inherent strength ®f thowned farms are an interesting case study in ssies
family business is the *“appearance” of a largeis that they are five times more likely to haveisatna-
inheritance (Schafer and Talavera, 2009). It hamnbe family succession than any other family-owned
found that the appearance of an inheritance hé®iags business (Laband and Lents, 1983). Interestingly
effect on improving the chances of intra-family enough, as the educational level of the current
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owner/operator increases there is a higher liketho and financial issues. It is important that theseés that
that they will have a written succession plan iacgl  prevent, inhibit, or hinder intra-family successiare
This is countered by the finding that as the edanat  seriously addressed within the family firm and
level of the incoming generation increases, theelow especially the family farm, which as mentioned iearl
the chances they will accept the opportunity toetak is five times more likely to have an intra-family
over the family farm from the current leadership. succession than any other family-owned business, so
Compared to other types of businesses, familyhat family firms can increase the chances of an
farms have completely different issues inhibiting o effective and satisfactory intra-family successionall
improving the chances of intra-family succession.stakeholders.
Owners of family farms seem to be more dependent on We identified and stated in the form of research
the future income streams of the business than aneropositions based on the literature review, what w
owners of other family-owned enterprises. This isbelieve to be the strongest inhibiting issues #fétct
evidenced by the finding that there is a higherthe critical success factors for a successful ifanaily
occurrence of intra-family and overall successitanp  succession, namely: individual confirmation as a
at farms where the owners expect to receive reirem process issue; the owners’ age as an individuakjss
income from sources outside of the family businesghe degree of formalization of the family firm as a
such as pensions or social security (Mishra an@4$g&, relation issue; the outside options for potential
2008). This may be because farms require largdatapi successors as a context issue and; the low capick
investments and face a high variability of earnjngsand the high variability of earnings as a financsale.
which necessitates for farmers to invest a higheAll these inhibiting issues are of course interedicand
percentage of their profits back into the busindss  do not stand totally independent from each othat, b
other firms, leaving them with less to put awayaas rather they need to be viewed as a whole perspgeirtiv
security net. Higher capital requirements also l&md the quest of a successful intra-family successidre
another interesting factor for family farms, whereb degree of their inhibiting influence on the critica
farmers are more likely to create intra-family success factors of an effective and satisfactory
succession plans if they plan on continuing to ikece succession will vary and depend on the circumstance
government subsidies than if they expect to stomf both incumbent and intra-family successor, adl we
receiving those subsidies sometime in the foredeeabas environmental factors specific in time and placd
future. We may assume that government subsidies atmily firm type, as we acknowledged the case tdobe
as a sort of inheritance like we saw above and mafamily farms.
signal to the future generation that they will ean Additionally, as part of future research
significant enough income to convince them to cordi  undertakings on the subject of a successful irgnaify
the family farm rather than pursue other opportesit succession we have identified some other issues and
Also, the larger the capital stocks of the farmliigher  factors that need also to be examined and broogtet
the chances of intra-family succession, since éwell table.

of capital stocks could also be taken as a signahe The first inhibiting factor we identified is thaff

incoming generation about the prospects for sucoess unclear roles in a family firm. Clearly definingetioles

the farm as a whole. of the potential successor, the incumbent andahely
council reduces ambiguity and allows each stakednold

DISCUSSION to have an understanding of the decisions thairede

in the succession process. Clearly defining roles a
allows for the key stakeholders to provide suppod

consensus to the incumbent and the potential ssoces
Another inhibiting factor we can pinpoint is akac

This study investigated five categories of inlirgt
issues for a successful intra-family successionclvhi

something can be increased if we focus on redutieg ahove and gives the incumbent and successor time to
issues that prevent the event from occurring ratih@n  5qjust to their future roles in the family and the
increasing the strength of the factors that as$ist pysiness. By acknowledging the succession process
event. The five antecedent issues that inhibit thexarly on in the life of the incumbent and the ptign
effectiveness and satisfaction with intra-family syccessor gives them time to prepare for their gingn
succession and may prevent it from happening alfoles and can avert the identity conformation peabl
together are according to (Masstsal., 2008): process by preventing key stakeholders from becoming too
issues; individual issues, relation issues, contesdes attached to their current roles.
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The third factor deals with a lack of reverencea set of factors that may prevent intra-family
accorded to the potential successor from clientd ansuccession. In this study we developed a conceptual
suppliers. While some issues with this factor may b framework and research propositions on the antetede
remedied by training the potential family succesmm  issues both inhibiting and promoting the criticatsess
by increasing his or her exposure in the familynfg  factors for effectiveness and satisfaction withiratna-
dealings in order to enhance their credibility andfamily successful succession and the related relsear
visibility, this is still a quite serious problef@ne of the The propositions advanced here when empirically
reasons that clients and customers may not trest thested, will hopefully give us a much better
incoming successor is because they have not enoughmderstanding of the various issues that can amsk
time to get to know the individual. By introducitige  inhibit and possibly prevent intra-family successidt
potential successor to these key stakeholders aady is the contention of the authors that the forceth Wie
often, clients and suppliers will have time to depea  strongest inhibiting force among the various intiilg
relationship with the incoming successor and tlmeeef issues are: The process issue of identity confionat
allow for a smooth transition when the currentthe individual issue of the owner’s age; the reldassue
incumbent leaves his or her position. of the family firm’s degree of formalization; themtext

Another inhibiting factor impacting the critical issue of outside options for potential successods e
success factors of a successful intra-family sigiords  financial issues of low capital stock and variabilof
the inability to sustain the tax burden of handihg earnings. As mentioned earlier there are additional
business over to a new generation. This is probddy inhibiting factors that could also be investigafadther
most easily overcome factor because of the ahitty and can be incorporated in the conceptual framewmrk
purchase a life insurance policy that will coves tstate shed additional light into the always murky picturfe
taxes when the owner of the business passes away.  family business succession.

A final critical inhibiting factor is the lack of
education or the poor skills among potential susoes REFERENCES
When potential successors have poor education @r po
skill levels they may lack self-efficacy, self-este and AFBS, 1997. The Arthur Andersen/Mass Mutual.

overall confidence and thus may not wish to takehen American Family Business Survey.

challenge of running the family business and/or theAstrachan, J.H., S.A. Zahra and P. Sharma, 2003.
family council may not want to allow the potential Family-sponsored ventures. Proceedings of the 1st
successor take over the business. Poor skills ean b Annual Global Entrepreneurship Symposium: The

overcome by evaluating the skill gaps in the paéaént Entrepreneurial Advantage of Nations, Apr. 29-29.

successor early and repeating this analysis often. United Nations Headquarters, pp: 1-15.

Providing early training and exposing the potentialBarnes, L.B. and S.A. Hershon, 1976. Transferring
successor to the business early on in their lifetisill power in the family business. Harvard Bus. Rev.
allow potential successors to better prepare aimdtha  Barnes, L.B., 1988. Incongruent hierarchies: Dagight
experience and knowledge necessary to take over the and Younger Sons as Company CEOs. Family Bus.
business when it is time for the incumbent to eetin Rev., 1: 9-21. DOI: 10.1111/j.1741-
contrast, farming is an occupation where the  6248.1988.00009.x

educational level plays a much smaller role in theBeckhard, R. and J.W. Dyer, 1983a. Managing change

success of the owners than other family firms ineot in family firm—issues and strategies. Sloan
industries. Manage. Rev., 24: 59-65.

By identifying and measuring the impact of theseBeckhard, R. and W.G. Dyer Jr., 1983b. Managing
factors and issues that act as barriers inhibiting continuity in the family-owned business. Organ.
successful intra-family succession as part of ftur ~ Dynamics, 12 5-12. DOI: 10.1016/0090-
research undertakings we can increase the chahees o 2616(83)90022-0

Bird, B., H. Welsch, J.H. Astrachan and D. Pistrui,
2002. Family business research: The evolution of
an academic field. Family Bus. Rev., BR7-350.

CONCLUSION DOI: 10.1111/j.1741-6248.2002.00337.x
Bjuggren, P.O. and L.G. Sudd, 2001. Strategic datis
The majority of family business research has = making in intergenerational successions of small-
focused on how families can best prepare to haad th  and medium-size family-owned businesses. Family
business over to the next generation while vetie lit Bus. Rev., 14: 11-24.DOIl: 10.1111/j.1741-
research has been devoted to studies that trystmwer 6248.2001.00011.x
102

effective and satisfactory intra-family succession.



Am. J. of Economics and Business Administration 4 (1): 94-104, 2012

Burch, P.H., 1972. The Managerial Revolution Marshall, J.P., R. Sorenson, K. Brigham, E. Wieling
Reassessed: Family Control in America's Large and A. Reifmaret al., 2006. The paradox for the

Corporations. 1st Edn., Lexington Books, family firm CEO: Owner age relationship to
Lexington, MA., ISBN-10: 066981430X, pp: 195. succession-related processes and plans. J. Bus.
Cabrera-Suarez, K., P.D. Saa-Perez and D. Garcia- Ventur., 21: 348-368. DOI:

Almeida, 2001. The succession process from a  10.1016/j.jbusvent.2005.06.004

resource- and knowledge-based view of the familyMassis, A.D., J.H. Chua and J.J. Chrisman, 2008.

firm. Family Bus. Rev., 14: 37-46. DOI: Factors preventing intra-Family succession. Family

10.1111/j.1741-6248.2001.00037.x Bus. Rev., 21: 187-199DOI: 10.1111/j.1741-
Chrisman, J.J., J.H. Chua and P. Sharma, 2003e&urr 6248.2008.00118. x

trends and future directions in family businessMcCann, G. and N.B. Bowman-Upton, 2001. The

management studies: Toward a theory of the family  Holistic Model: Destroying Myths and Creating

firm. The Pennsylvania State University. Value in Family Business. 1st Ednkamily
Davis, P.S. and P.D Harveston, 1998. The influesfce Business Center, Stetson University, DeLand, FL.,

family on the family business succession process: pp: 71.

A multi-generational perspective. McConaughy, D.L., C.H. Matthews and A.S. Ftalko,

Entrepreneurship: Theory Pract. 2001. Founding family controlled firms:
Davis, S.M., 1968. Entrepreneurial succession. Admi performance, risk and value. J. Small Bus.

Sci. Q., 13: 402-416. Manage., 39: 31-49. DOIl: 10.1111/0447-

Dreux, I.V.D.R. and B.M. Brown, 1994. Marketing 2778.00004
private banking services to family businesses. IntMilton, L.P., 2008. Unleashing the relationship gow
J. Bank  Market., 12: 26-35. DOI: of family firms: Identity confirmation as a catatys
10.1108/02652329410055187 for performance. Entrepreneurship Theory Pract.,
Dyer, W.G., 1986. Cultural Change in Family Firms: 32 1063-1081. DOL: 10.1111/j.1540-
Anticipating and Managing Business and Family =~ 6520.2008.00273.x
Transitions. 1st Edn., Jossey-Bass, San Franciscdlishra, AK. and H.S. El-Osta, 2008. Effect of

pp: 179. agricultural policy on succession decisions of farm
Fredrickson, J.W., 1986. The strategic decisiorcgse households. Rev. Econ. Household, 6: 285-307.

and organizational structure. Acad. Manage. J., 11;  DOI: 10.1007/s11150-008-9032-7

280-297. Morris, M.H., R.O. Williams, J.A. Allen and R.A.

Handler, W.C., 1990. Succession in family firms: A  Avila, 1997. Correlates of success in family
mutual role adjustment between entrepreneur and glg:-nfgslgfglss%%g% 362861"3'7\6%?;5”412: 385-401.
next-generation family members. Entrepreneurshiplaoutzimjris 'P 2001 The (R((e)-émergence of Growth
Theory Pract., 15: 37-51. o '

L . : ) Vis-a'-Vis Control Dilemma in a Family Business
Handle_r, W.Cf:.ih1994. SucEeT:smn_lmE;‘amllé %Jsir;é;ss Growth Star: The Case of the UK Taramasalata
review ot the research. Family bus. Rew.,Lso- Kings. In: Family Business Research in the Third
157.DOI: 10.1111/j.1741-6248.1994.00133.x

X Millennium — Building Bridges between Theory
Harveston, P.D., P.S. Davis and J.A. Lyden, 1997. 5,4 praciice, Poutziouris, P. and D. Pistrui (Eds.)
Succession planning in family business: The

: ! The Family Firm Institute Publication, Boston,
impact of owner gender. Family Bus. RetQ: MA., pp: 88-103.

373-396DO|101111/]1741'6248199700373X Poutziouris' P., K. Smyrnios and S. K|ein, 2006.
Holland, P.G. and W.R. Boulton, 1984. Balancing the Handbook of Research on Family Business. 1st

"Family" and the "Business" in family business. Edn., Edward Elgar PublishingCheltenham,
Bus. Horizons27: 16-21. ISBN-10: 1845424107, pp: 631.

Laband, D.N. and B.F. Lentz, 1983. The family and a Pyromalis, V.D. and G.S. Vozikis, 2009. Mapping the
incomplete annuity market. J. Agric. Econ., 36: successful succession process in family firms:
372-391. Evidence from Greece. Int. Enter. Manage. J., 5:

Lewin, K., 1935. A Dynamic Theory of Personalityt 1 439-460.DOI: 10.1007/s11365-009-0118-3
Edn., McGraw-Hill, New York, pp: 286. Schafer, D. and O. Talavera, 2009. Small business

Litz, R.A., 1995. The family business: Toward survival and inheritance: Evidence from Germany.
definitional clarity. Family Bus. Rev., 8: 71-81 Small Bus. Econ., 32: 95-109. DOI:
DOI: 10.1111/j.1741-6248.1995.00071.x 10.1007/s11187-007-9069-7

103



Am. J. of Economics and Business Administration 4 (1): 94-104, 2012

Shepherd, D.A. and A. Zacharakis, 2000. StructuringVard, J.L., 2010. Keeping the Family Business
family business succession: An analysis of the  Healthy: How to Plan for Continuing Growth,
future leader's decision making. Entrepreneurship  Profitability and Family Leadership. 1st Edn.,
Theory Pract. Palgrave MacMillan, New York, ISBN-10:

Sonnenfeld, J., 1991. The Hero's Farewell: What 0230111211, pp: 286.

Happens When CEOs Retire. 1st Edn., OxfordZahra, S.A. and P. Sharma, 2004. Family business

University Press, New York, ISBN-10: research: A strategic reflection. Family Bus. Rev.,

0199839166, pp: 336. 17: 331-346. DOl: 10.1111/j.1741-
Vickers, M., 1997. For long-haul performance, cdasi 6248.2004.00022.x

all the best families. The New York Times

Company.

Vries, M.F.R.K.D., 1977. The entrepreneurial
personality: A person at the crossroads. J. Manage.
Stud.,, 14: 34-58. DOI: 10.1111/j.1467-
6486.1977.tb00616.x

104



