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Review on the Intergenerational Succession  
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Abstract: Intergenerational succession is an essential part in the development of 

family businesses. However, there are many difficulties in the process. Three main 

viewpoints are discussed in recent research on intergenerational succession: power 

succession, authority succession and resources succession. Based on the third one, the 

tacit knowledge is an important factor in intergenerational succession, as well as the 

key to enhance competitive advantage of whole family businesses. In this paper, 

research on the elements, ways and classical models of tacit knowledge succession is 

summarized, and the tendency of more well-defined definition and more quantitative 

study in this area is pointed. 
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"Letting business lasts forever" is a common goal of all family businesses, which 

needs smooth succession across generations. However, as the saying goes, "from clogs 

to clogs is only three generations", the succession process is complicated. The 

predecessors, also the founders, accumulate heterogeneous resources in starting and 

developing the businesses, some of which are manifested as tacit knowledge (Lee & 

Lim, 2003). Most tacit knowledge is hard to transfer across generations, becoming the 

obstacle in intergenerational succession of family businesses. Thus, research on how to 

transfer tacit knowledge in family business succession is arising. 
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1 Basic Points on Intergenerational Succession in Family Businesses 

Discussions on family businesses never stop in academia. Family businesses have 

existed since ancient times. With the emergence of modern corporate systems and the 

spread of agency by mandate, the traditional family businesses become free from 

balancing ownership and managerial authority. Also, the external resources are 

introduced, which is beneficial to the development of firms. However, compared to the 

great evolution in operation system, the "inheriting the predecessors" mode of 

succession is unchanged essentially (Kets, 1993; Miller, 2003). The selection and 

cultivation of a successor is the "Damocles' Sword" for family businesses (Astrachan 

& Bowen, 1999). Those questions received great attention from scholars, as Drozow 

(1998) and Kaye (1996) pointed out that, the essence of intergenerational succession in 

family businesses is to transmit one or several core elements. As for the elements, 

there are three following views: 

 

1.1 The Succession of Power 

According to early research, power is the first succession element in family 

businesses, including the ownership and the right of control. In the concepts of family 

businesses, most emphasize that power is the core of family businesses. For example, 

some scholars suggested that, it is called a family firm because the ownership and right 

of control were owned by at least two family members (Barry, 1975; Barnes & Hershon, 

1976; Brockhaus, 2004; Lansberg, 1988). Sometimes, managerial authority is also 

classified into the core elements (Dyer, 1986; Stern, 1986), as Donnelley (1988) argued 

that, the ownership and right of control is the soul of family businesses, which meant at 

least two generations had material impact on the firms. In early family businesses, firms 

were seen as private property, and were only inherited by consanguinity. As the 

evolution of enterprise forms, part of control right begins to spread outside family 

members, but the substantial control is still taken by the whole family. Therefore, 

succession of power is an important element in the succession of family businesses, and 
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more specifically, power can be divided into three parts: family relationship, ownership 

and control right, which work together in the succession process. 

From the perspective of power succession, it is of vital importance to choose the 

right successor in all family members. Two modes exist extensively. The first one is to 

cultivate the successor when he or she is a child, hoping for being the core leader of 

the whole family after several decades. The advantage of the mode is that, successors 

are goal-oriented and well-educated, with more basic management skills and less 

resistance from the business. But sometimes, the successors’ will deviates from elders, 

turning out to be more intergenerational conflict. In the second mode, successors are 

not named until they grow up, and they usually are the one who is the most competent 

among their peers in family. They learn more from external environment, which is 

beneficial to family businesses in creativity and innovation, but they face more 

difficulties and challenges in establishing the authority of being young leaders in the 

family businesses. 

 

1.2 The Succession of Authority 

The point of authority succession stresses the role of authority in family 

businesses, emphasizing that losing authority is responsible for an unsuccessful 

business succession (Chen Ling, 2003; Massis, 2008). In the perspective of 

management, power means compulsion, and authority means motivating staff by 

traditional norm, personality charm, and so on. Authority can be diversified by the 

source. Max Weber classified it as traditional authority, rational-legal authority and 

charismatic authority, and Blau classified it as formal authority and informal authority. 

But on the other hand, the diversification of authority indicates the difficulty in 

succession, because establishing all the authority is tough. 

In family businesses, legitimate authority originates in ownership, and takes 

effect by bureaucracy in organizations. Also, the mechanism is protected by legislation 

and articles of corporations, so that a hierarchical bureaucracy can be established to 

discipline and restrict employee behavior. Successors build authority in inheriting 
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ownerships, but the limited authority is not enough to solve problems like shares 

dispute. From the angle of management, capacity, knowledge, experience, personal 

charisma, and all the personal factors can bring about charismatic authority, which 

persuade employees to trust the successors’ ability to make decision. This situation 

often happens among the first generation, the founders, who lead their staff by 

personal charisma and hardly can be changed. But for successors, threaten of 

charismatic authority deficiency is obvious: the more charismatic authority the 

predecessors possesses, the more difficult for successors to rebuild authority in family 

businesses. The situation is more obvious when facing seniors and veterans, or 

professional managers, who hold the opinion that successors are young and 

inexperienced. Yang Xueru (2009) pointed that the notion of order effected formation 

of authority, leading successors less advantageous in taking over the business. 

 

1.3 The Succession of Resources 

In resource-based theory, the competitive advantage stems from heterogeneous 

resources, and the theory is widely used in family businesses research. Habbershon 

and Williams (1999) called heterogeneous resource in family businesses as 

"familiness", indicating that those factors provide competitive advantage, thus 

identification, reservation and improvement of the family factors serve as the basis of 

enterprises development. Compared with other business, family businesses have 

significant advantage in transmitting intangible assets, such as trust, knowledge and so 

on. In the resource succession theory, the entrepreneurial factors in family businesses 

are emphasized, especially for successors. Other than tangible assets such as capital, 

some intangible "soft factors" make sense in succession, such as entrepreneurship, 

values, experience, culture, etc. (Lambrecht, 2005). Thereafter, research on intangible 

assets in succession gains wide attention, focusing on knowledge succession, social 

capital succession, entrepreneurship succession, and so on (Sharma, 2004; Chen 

Wenting, 2012). Based on the resource succession theory, this paper reviews the 

research on tacit knowledge succession in family businesses. 
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2 Research on Tacit Knowledge of Entrepreneurs 

For most firms, resources are important source of core competitiveness. 

Knowledge, as the heterogeneous resource, plays a vital role in business operation. 

Resources such as tacit knowledge can hardly be duplicated, avoiding being 

plagiarized and imitated by competitors. Transmitting knowledge will assure the 

existence and development of enterprises, but as intangible assets, knowledge cannot 

be measured and delivered directly, especially the tacit knowledge which is attached to 

the entrepreneurs. There is mounting concern on the problem from scholars all around 

the world. 

 

2.1 Definition and Characteristics of Tacit Knowledge 

The concept of tacit knowledge is introduced by Hungarian philosopher: Michael 

Polanyi (1966), being defined as "knowledge which is integral to the entirety of a 

person's consciousness, is acquired largely through association with other people, and 

requires joint or shared activities to be imparted from on to another". It can not be 

normalized, formalized and codified. People are not often aware of the tacit 

knowledge they possess or how valuable the knowledge is. Ikujiro Nonaka (1995) 

described tacit knowledge as a non-linguistic, non-numerical form of knowledge that 

was highly personal, context specific and deeply rooted in individual experiences, 

ideas, values and emotions. He distinguished between technical tacit knowledge, 

meaning skills or concrete "know-how", and cognitive tacit knowledge, which referred 

to ingrained schema, beliefs, and mental models that were taken for granted. Robert J. 

Sternberg (2000) further analyzed the tacit knowledge from the perspective of 

intellectual growth. He thought the tacit knowledge was action-oriented knowledge: its 

acquisition generally did not need the help of others, and it could enable the individual 

to achieve the personal goals (Sternberg, 1999). Peter Druck (1993) pointed out the 

great practicalness of tacit knowledge, which meant that it could be acquired from 

comprehension and practice, instead of describing directly. Tacit knowledge lies not 
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only in individual level, but also in group level to keep the consistency of 

organizations, such as organizational routines. Gradually, tacit knowledge is widely 

used to explore organization behavior and entrepreneur behavior. 

Tacit knowledge is identified as unique resources of enterprises, and takes effect 

in value creation. Druck (1993) pointed out that tacit knowledge was the most unique 

resource, because it was characterized by path dependence and causal ambiguity, 

making it hard to imitate. Kikoski (2004) and Lubit (2001) indicated that tacit 

knowledge could be distinguished from other knowledge. The explicit knowledge is 

easy to imitate, but the tacit knowledge can maintain a long-term lasting advantage for 

enterprises, promoting new ideas in organizations. Nonaka (1995) proposed the SECI 

model to explain the value creation mechanism of tacit knowledge, which is one of the 

most widely cited theories in knowledge management. The model presented the 

spiraling knowledge processes of interaction between explicit knowledge and tacit 

knowledge. In the model, four modes of knowledge conversion were identified: tacit to 

tacit (socialization), tacit to explicit (externalization), explicit to explicit (combination), 

explicit to tacit (internalization). This was repeated between individual and group level, 

and renewed at the new level each time, showing a "spiral" in creating value of 

organizations. Also, tacit knowledge also works in helping business innovation. Von 

Hippel (1988) proved that tacit knowledge could improve innovation, especially tacit 

knowledge outside of the enterprises. 

Tacit knowledge, no matter individual level or organizational level, is 

characterized by tacitness, situationality, path dependence and embedability. The 

tacitness means that, tacit knowledge exists as experiential knowledge. It can be 

perceived but cannot be described with words, and cannot be exchanged by language. 

The situationality means that, it can be activated under specific situation to transmit 

and create value. The path dependence means that it is closely related to the owners’ 

experience. The embedability means that, tacit knowledge cannot exist independently, 

but attaching to individuals or organizations. Druck pointed out that, the only way to 

acquire tacit knowledge is to comprehend and practice.  
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2.2 Tacit Knowledge Acquisition of Entrepreneurs 

Sternberg (2000) indicated that the entrepreneurs’ tacit knowledge derived from 

experience, learning, and personality, by selective coding, selective combination and 

selective comparison. Ding Hongdong (2009) classified entrepreneurs’ tacit 

knowledge into three: entrepreneurship, learning style, and network characteristics. 

The entrepreneurship was primary source of tacit knowledge, relating to the life 

experience of entrepreneurs. As for learning style, implicit learning benefited tacit 

knowledge accumulation more. Mental models, personal values also influence the 

acquisition of tacit knowledge (Zhao Li, 2014). 

In organizational level, Alavi (2001) argued that tacit knowledge was acquired by 

connection and communication among organization members. Pathirage (2007) held 

the opinion that management methods effected the transmission of tacit knowledge. 

Efficient management practice promoted the exchange of tacit knowledge among staff. 

Nonaka (1995) proposed a “ba” to improve knowledge redundant to exchange tacit 

knowledge.  

 

2.3 Classifications and Measures of Tacit Knowledge 

In order to measure and study tacit knowledge, scholars classify tacit knowledge 

in different ways. Sternberg (2000) divided managers tacit knowledge into knowledge 

on managing themselves, knowledge on managing work, knowledge on managing 

others. Nonaka (1995) divided tacit knowledge into cognitive dimension and skills 

dimension. The former included mental model, belief, notions, values, and the latter 

often related to professional skills. Tacit knowledge was departed into self-motivation, 

self-organizing, personal technical tasks, personal social skills and organization 

technical skills by Nancy and Gary (2005), indicating that tacit knowledge can be 

multilevel and muti-dimensions. The "tacit knowledge scale for managers" was 

introduced by Wagner and Sternberg (1985), and based on this, Busch and Richards 

(2000) analyzed the difference of tacit knowledge among human beings by formal 

concept analysis and trigonometric survey with psychology, sociology and technology. 
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Techniques for measuring tacit knowledge are developing fast, extending to multiple 

areas like artificial intelligence. 

 

3 The Succession Mechanism of Tacit Knowledge in Family businesses 

Important as tacit knowledge is, transmitting knowledge is the requirement for 

smooth operation and development of family businesses. But the characteristics of 

tacit knowledge: tacitness, situationality, path dependence and embedability, determine 

the enormous difficulties in the process. The previous generation cannot inculcate all 

the experience and knowledge into the successors’ minds, which demonstrating a 

burning question for family businesses. 

 

3.1 Inheritance Elements of Tacit Knowledge in Family businesses 

Based on resource-based theory and enterprise cognitive theory, Cabrera Suarez 

(2001) analyzed the inheritance of family businesses knowledge, pointing out the 

importance of transmitting tacit knowledge in enterprises. Research on tacit 

knowledge increase day by day, but there is no clear consensus on the elements of 

inheriting tacit knowledge in family businesses. 

Some scholars have researched all the succession elements of family businesses. 

Some of the elements could be divided into tacit knowledge. For example, Dorzdow 

(1998) put forward seven core elements of family businesses succession. In those 

elements, cohesion, culture and mission are the important tacit knowledge. By case 

study, Lambrecht (2005) took entrepreneurship, management philosophy for key 

elements. Zhu Suying (2007), Tan (2001), Lumpkin(2001) agreed on taking 

entrepreneurship as a key element of succession, pointing out that the entrepreneurship, 

which was based on innovation and dedication, was one of the most important 

elements in family businesses succession.  

Some research focuses on inheriting tacit knowledge in family businesses, but 

there are differences in the connotation and classification on tacit knowledge. Dou 
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Junsheng (2008) divided the succession elements into two dimensions: tacit 

knowledge and social network. The tacit knowledge included management experience, 

technical skills, operation philosophy, values, entrepreneurship and vision. In a case 

study by Hu Weiwei (2014), technical skills and experiences, managerial skills and 

experiences, vision, entrepreneurship, capacity, network, operation philosophy, values 

were all included in the category of tacit knowledge. Nonaka (1994), Xu Meng (2012) 

emphasized two levels of tacit knowledge: individual level of tacit knowledge, such as 

experience, and higher level (organizational level) of tacit knowledge, such as 

operation philosophy, values and culture of enterprises.  

 

3.2 Approaches of Inheriting Tacit Knowledge 

Tacit knowledge is transmitted in organizational level and individual level in 

family businesses. The two levels show different approaches, influencing each other. 

In the organizational level, succession of tacit knowledge is closely related to 

enterprise culture and family member relationships. Dou Junsheng (2009) 

demonstrated that family cohesion and adaptability had great influence on the 

succession of tacit knowledge. High cohesion families tend to collective activity, 

which implies a way to transmit tacit knowledge and helps to reach a family consensus 

on missions and values (Jaffe, 1991, Ward, 1987). It can be easier to change the 

authority structure, relationships and rules in high cohesion families, which reduces 

barriers of transmitting tacit knowledge. What is more, trust in the organization has 

great effects on sharing and transmitting tacit knowledge. Lu (2006) and George 

(1998) proved that the higher the trust level was, the stronger desire to share 

knowledge. In a case study, Litz and Kleysen (2001) confirmed the positive role of 

trust in helping tacit knowledge succession in family businesses.  

In individual level, tacit knowledge succession is influenced by the predecessors 

and successors. For the predecessors, they control the succession process, making 

decisions on candidates, overall plans and schedules (Brady and Helmich, 1984; Davis 

and Tagiwri, 1989; Lansberg, 1988). But not all the predecessors promote the process 
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actively. Sometime concerns from predecessors cause a blockage (Mathews, 1999), 

like the lack of confidence on successors, or the unwillingness of decentralization. 

Thus the successor progress will be promoted if predecessors delegate powers to a low 

level appropriately (Hall, 1986; Kaplan, 1987). In addition, knowledge sharing 

capacity of predecessors is related to the effectiveness in sharing tacit knowledge (Yu 

Fei, 2013). 

For successors, effects of tacit knowledge transition are dependent on their 

willingness (Yu Fei, 2013; Gong Junsheng, 2008). It is shown that only some of the 

candidates express the willingness to take over family businesses (Stacrou, 1999; Yu 

Xiangqian, 2008). For the reluctant candidates, being forced to succeed may produce 

psychological resistance (Handler, 1992), leading to bad performance on receiving 

tacit knowledge. So the willingness of candidates is one important factor in knowledge 

succession. Moreover, the successors’ capacity of knowledge absorption, such as 

cognitive base and apprehensiveness, is another influence on tacit knowledge 

succession (Sxulanski, 1996).  

Lastly, relationships between the predecessors and successors are related to the 

effect of tacit knowledge succession (Dou Junsheng, 2008). In different stages of 

succession, the relationships present dynamic changes (Churchill & Hatten, 1997). 

Research manifests that tacit knowledge senders have the risks of devaluing their 

knowledge and promoting competition, so that they tend to take measures to prevent 

sending knowledge. Only when the knowledge senders and receivers have common 

interests will tacit knowledge share smoothly (Baum & Ingram, 1998). In other words, 

excellent relationships between predecessors and successors help tacit knowledge 

transferring (Szulanski, 1996).  

 

3.3 A Typical Model of Tacit Knowledge Succession 

Tacit knowledge passes on from generation to generation in both organizational 

level and individual level, and two levels interact with each other, forming a set of 

complete system. In order to explore the mechanism, based on the resource-based 
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theory and the emergent knowledge-based view, Cabrera-Suarez (2001) put forward 

the knowledge succession theory by constructing a knowledge transferring model. The 

model provided a powerful tool for understanding the nature and transfer of 

knowledge within the family businesses, which become the basis for developing 

competitive advantage. 

 

 
Figure 1.  Model of Knowledge Transfer and Successor's  

Development in the Family Firm 

 

Firstly, resources and capabilities play an important role in creating and 

developing competitive advantages. More specifically, the familiness of the firm, 

which is the unique bundle or resources and capabilities, improves the performance of 

family businesses. In order to achieve sustainable development, family businesses 

should transfer the familiness between generations at managerial and operative levels. 

The tacit knowledge embedded in the founders is a strategic asset and should be 

transferred to the successors. From the perspective of recourses and knowledge, the 

succession process is a process of knowledge transfer and competitive advantages 

extension. 
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Family businesses succession is a steady but slow process, which needs the active 

attitudes from predecessors and successors. The quality of relationship between them 

is one of the determining factors in effectively transferring knowledge within family 

businesses. For the successors, whether or not the successor is able to pass the trial by 

fire will depend to a great extent on his or her capacity to adapt to the position of 

maximum responsibility in the firm by achieving credibility and legitimacy. Therefore, 

they need training process to capture both explicit and implicit knowledge to construct 

the knowledge system and guarantee his or her future performance. The successor will 

also integrate the non-articulated background on which this knowledge is based. 

It must be taken into account that multiple variables should be considered in the 

succession process. The family relationships in terms of cohesion, adaptability, 

commitment to the business, economic, financial situations, culture, and nonfamily 

employees' behavior are all factors that can influence the creation of an environment to 

foster the transfer of tacit knowledge in the family businesses. 

At last, both predecessors and successors need motivation. The predecessors 

might suffer problems such as losing status or importance as the succession process 

develops. The successors might reject or undervalue the knowledge that the 

predecessors provide. Some mental adjustment and motivation can help to solve the 

problem.  

The model of knowledge transfer and successors' development is a typical model 

in the succession research. Based on resource perspective, the model emphasizes 

familiness factors in improving family businesses competitive power. Knowledge 

transfer is explained in the model, providing a reference for future research. 

 

4 Disscusion on Intergenerational Succession of Tacit Knowledge 

In recent year, intergenerational succession of the family business has entered the 

fastigium, the vast majority of the successor is the founder's son or daughter. In order 

to achieve the intergenerational succession of tacit knowledge, we should not only 
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focus on the period of the successor take the reins of the family business. According to 

the characteristics of family enterprise tacit knowledge intergenerational transfer, we 

proposed to a five period of the intergenerational succession model to provide 

suggestions for the successful intergenerational transfer of tacit knowledge. 

 

4.1 initial stage of enterprise 

For entrepreneurs, in the initial stage of the family enterprise it's the stage of 

knowledge acquisition. They may not understand the whole business operation system 

well. This stage is also the basis for the development of enterprises in the future, the 

most important thing for entrepreneur is to build organizational culture and social 

knowledge network. During this period, building organization culture such as equality 

and trust can not only conducive to tacit knowledge transfer from predecessor to 

successor, but also helpful other family members and managers to receive the tacit 

knowledge. In addition, entrepreneurs should pay attention to build a social network of 

knowledge, which is conducive to the development of enterprises, and through 

different interpersonal relationship network to obtain a variety of knowledge, and 

make it become the heterogeneous resources of enterprises. 

 

4.2 Early stage for successors 'cultivating 

Usually the potential successor is in a relatively young stage when enterprise has 

been on the growing period. There are two important aspects of enterprise governance 

during this period, first is entrepreneurs should have positive influence to the potential 

successor through the family internal knowledge sharing like business philosophy, 

values, and so on; second one is to build intimacy relationship between the 

predecessor and the successor, the relationship between the business owners and the 

successor is better, and more conducive to the transfer of tacit knowledge. And this 

kind of intergenerational relationship needs to be formed before the next generation 

entry into the family business. 
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4.3 Later stage for successors 'cultivating 

It is necessary to pay attention to the personal experience of the successor 

because the tacit knowledge is often combined with personal experience and behavior. 

Lots of studies have pointed out that the vacation jobs and part time job is a valuable 

experience for the successor. In later stage for successors 'cultivating, as a potential 

successor, it is necessary to internship and take a part time job in the family business 

to understand the knowledge of the industry and to be familiar with the different 

departments in enterprise. In this pattern, the potential successor can not only obtain 

and accumulate some tacit knowledge, but also can get better acceptance of the 

enterprise for future inheritance. 

 

4.4 Initial stage for succession  

At this period, the children have the willing to become a successor but not yet 

formally inherited business. At this point is in the key period for the transfer of tacit 

knowledge, the predecessor and the successor of the enterprise must communicate 

with each other more frequently than before. As the successor have limited knowledge 

of business operations and strategic management understanding, so predecessor have 

to imparting his experiences and skills to the successor. And also initiate successor the 

variety of heterogeneous knowledge, including interpersonal relationship network. The 

difference between the later stage for successors 'cultivating is that this stage 

emphasizes the predecessor to inherit the tacit knowledge, and the later stage for 

successors 'cultivating is mainly from the point of view of the successor to absorb 

knowledge. 

 

4.5 Reinforcement stage for succession 

The reinforcement stage for inherit refers to the running in period after the formal 

succession, and the transfer of tacit knowledge cannot be said to be completed. In the 

initial stage for succession, former entrepreneurs cannot retire completely, they still 

need play the consultant and supervisor's role to expand and add further to the tacit 
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knowledge in order to promote the sustainable development of enterprises. Based on 

the above discuss of family enterprise succession, while taking into account the 

predecessor, successors and the enterprise life cycle, we conclude that the five periods 

can help entrepreneur to take appropriate measures in different stages, in order to 

promote the successful implementation of the intergenerational transfer of tacit 

knowledge. 

 

5 Research Prospects 

In the resource succession theory, specific tacit knowledge is the source of 

competitive advantages. One of the keys to family businesses succession is the 

succession of tacit knowledge, including tacit knowledge transfer between a 

predecessor and a successor. There have been an increasing number of researches in 

this area, but not reach a consensus on the succession factors of tacit knowledge. 

Technical skills, management philosophy, entrepreneurship, values are the factors that 

are mostly discussed. The succession process can be divided to organizational level 

and individual level, and is influenced by family, firms, relationship between 

predecessors and successors. Cabrera-Suarez proposed a model to explain the process, 

which is widely referred to in the area. Then we discussed five period of succession 

and appoint out that the initial stage is the best period for the governance of tacit 

knowledge transfer, which further extends the need to pay attention. 

Research on knowledge succession is still not enough for the development of 

family businesses. Recent research focuses on theoretical discussion, with disputes 

such as the notion and factors of tacit knowledge succession. In the future, the concept 

of tacit knowledge in family businesses will be further studied. More case study and 

empirical study will be used to explain the mechanism of the succession, so that the 

family businesses will benefit from the research. 
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