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Introduction 1

1 INTRODUCTION
1.1 Family firm succession as a stage of vital importance for family firms

In the family firm literature, succession has become one of the key issues over recee/dtasy|s,

Chua & Chrisman, 2008Nordgvist & Melin 2010;Sharma, 2004 According to Chua et al. (2003),
succession is even the number one topic that concerns family business leaders (Chua, Chrisman, &
Sharma, 2003). The reasons for this might be that, on the one hand, every family firm is soorrer or late
affected by a succession as part of its natur al
of emotional and financi al adaptati on, socializ
(Laakkonen & Kansikas, 2011, p. 984) represemtiicant challenge$o family firms. This particular

stage is often characterizégt uncertainty, tense mood, conflieind reorientation because all share

and stakeholders, such as for example family members, transferors, successors, possible lyeirs, fami
external managers, and employees, have to find and redefine their roles when a successor is selected and
steps in. Power structures shift and have to be rebalanced; individual interests need to be communicated
and satisfied. Th aperfoiimafce of thaifibmsaadyuliireately the viability tofi the
busi nes s oMiled MillerB& Steterp 2004, p. 306), which constitutes a successful succession,

is not always ensured is documented by frequently mentioned numbers in the literdyuoeeahird

of all businesses survive the handover from the founding generation to the second one, and éven fewer
only 10%® make it into the third generatioBifley, 1986;Handler, 1992; Ward, 2004). But what makes

a firm a family business? Although no widespread accepted definition exists (Sharma, 2004), researchers
do agree about what distinguishes family firms from nonfamily firms: it is the family itself that plays a
crucial role with regard to majoritarian family ownership, considerable involvement of family members

in the management of the firm (Chua, Chrisman, & Sharma, 1999; Daily & Dollinger, 1992),
determining the vision, control, and strategy in the business (@mis Chua, & Litz, 2003;
Habbershon, Williams, & MacMillan, 2003), and building strong and trusted social networks over a
long period of timgSharma & Salvato, 2011, p. 1199). Thus, it is often the predeéessmost wish

that the business is continuedhin the family and family tradition is preserved (Breuer, 2000; Gilding,
Gregory, & Cosson, 2013; Lansberg, 1988).

In Germany, researchers estimate that around 90.6% of all active companies ammamaged family
firms! providing employment to 56% d¢ifie workforce and contributing 47% of national GDP (Stiftung
Familienunternehmen, 2015). Most of the family firms can be classified as-size companiés

regarding their size classes of employment (91.4%), whereas 8.5% rank among small andsizedium

1 Ownermanaged family firms are controlled by a manageablaberof natural persons, and at least one of the owners is
simultaneously manager of the business (Stiftung Familienunternehmen, 2015). This alludes to the defin@imstatite

for SME Regarch Bonnwhich defines a family firm asan enterprise in which up to two natural persons or their family

members own at least 50% of the shares and who are simultaneously involved in the management of the business (Haunschild

& Wolter, 2010).

2Annualwor kK unit <10 employees,praannahl tbahaunee ®hadt maRl mbhl i
2005).
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enterprises (SMEs) (Stiftung Familienunternehmen, 2009). According to the definition of the European
Commission (2005), such SMEs can be clearly classified as businesses with an annual work unit of
fewer than 249 employees, an annual turnover less thauilith Euro, or an annual total balance sheet

smaller than 43 million Euro (European Commission, 2005). Interestingly, only 0.1% are estimated to

be large family firms in the German economy (Stiftung Familienunternehmen, 2009). These numbers
highlight the importance of family firms in Germany. Furthermore, renantbers suggest that 135,000
family firms are expected to be handed over betw
will affect approximately 2 million employees. In order to secuesdimployment of these people, to

preserve the existing knowledge and human capitattiegamily firms hold (Mdiller et 812011), and

the social capital and ties the members have built up over de&itesn@ & Salvato, 2011), the sale

to a third partyor even bankruptcy resulting from a failed succession should be avoidatieasise

if(é) the special competitive advantage®.180). a f am
This reveals the importance of successful handovers of familpdrsss to the next generation in order

to ensure the welbeing and welfare not only of the entrepreneurial families and related business

stakeholders, but also of society in general (Bjuggren & Sund, 2002).

1.2 The relevance of successions in the Germarnscsattor

The German crafts and trades sector is typically representative of SMEs and amounted to more than 1
million businesses in 2014, comprising 27.3% of all German firms (Statistisches Bundesamt, 2015a).
Around 5.4 million employees work in this sec{Statistisches Bundesamt, 2015b) with an average of
seven employees per firm (Zentralverband des Deutschen Handwerks, 2013). In 2011, around 99.8% of
all craft businesses could be classified as SMEs according to the definition provided byoiheab
Commission (Institute for SME Research Bonn, n.d.). Furthermore, Glasl (2007) states that most of the
skilled craft businesses in Germany are ownanaged family firms because of the entanglement of
management and ownership (Glasl, 2007). No official $izisexist analyzing the number of
successions in the crafts sector specifically. Estimates from 2009 based on the takeover quota of business
startups (14.3%) suggest that around 12,000 successions took place in theectaft§Muller et al.,

2011, p. 99); forecasts predict nearly 14,000 annually in 2020 (p. 161). A survey by Hauser and Kay
(2010) discovered that, between 2010 and 2014, about 86% of all family business transfers were caused
by the age of the predecessor. Other reasons were the sudttenfdbe owner (10%), iliness (4%), or

that the predecessors switched from-sefiployment to an attractive, dependent employment (Hauser

& Kay, 2010, p. 32).

In general, familyinternal successions, where a family member steps into the business, can be
distinguished from those where a fardyternal person takes over. The latter can be further
differentiated into caseshere a firminternal person such as, for instance, an employee (Management

Buy-In (MBI)) succeeds and those where the business is teolah alien, firrexternal person
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(Management Bwput (MBO)) (Becker, Hammes, Neuberger, & Upplegger, 2013). Numbers for the
German crafts sector reveal that 41.2% of all successions in 2010 took place internally within the family,
whereas 58.8% of all ditafirms were handed over to a famigxternal successor (Mdiller et al., 2011,

p. 103). Compared with data from the Succession Panel of the University of Siegen in cooperation with
the Institute for SME Research Bonn from 2008/2009, which revealed thatilg-internal person
succeeded in 85% of all family firm successions, whereas only 12% were sold to acieenihal
successor (Moog, Kay, Schlomeaufen, & Schlepphorst, 2012, p.18), the numbers from the German
crafts sector show that famixternal sccessions nowadays play a more important role in this industry
than in family firms in general (Muller et al., 2011). Principally, this depicts in numbers the shift from
nepotism and primogeniturddrach, Ganitsky, Carson, & Doochin, 1988)the considetion of
individual wishes, life plans, careers, and the desire foraalization on the part of potential successors
(Breuer, 2009; Halter & Schroder, 2010; Sharma, 2004). It is widely acknowledged among family firm
researchers t h a mmitmmenhteandswillmgness sre regsantial cand indispensable
preconditions for a successful succession (Chrisman, Chua, & SharmasShae®a & Irving,2005;

Sharma & Rao, 2000). From this point of view, the German crafts sector is on a progressive path.
Another influencing factor might be that, because of the legally restricted access to the crafts sector
based on the requirementofrem st er craft smanés di ploma for some

than in other sectors and uninterested and unskillecessors are rejected from the start.

1.3 The necessity to become an accepted and legitimated leader

A general question is: what actually makes a succession successful? Whereas some authors consider it

a success if the business is continued by transfetmmdetdership and management authority to the

next generation, others focus more on the predictors of satisfaction with the succession process and
highlight the subjective assessment of pnecess (Handler, 1989; Morris, Williams, Allen, & Avila,

1997). This is directly associated with the effectiveness of the succession and its consequences for firm
performance as part of a successful succesGiolilberg and Wodkidge (1993) consider an effective

succession from a long term perspective and focusosthe c e s s o r : AEffective su.
as persons who have the title and power of office and who in the long term demonstrate the ability to
create a positive trend of gr owt hdidge 81993pp. @5).i t s f
Without gaining acceptance and earning recognition as thésdfilmader (Cadieux, 2007; Sathe, 1985,

cited from Koffi & Lorrain, 2010), no successor will be able to successfully manage the business in the
future as decisions might be difficult to enforce. Shafnta0 04 ) al so emphfwd zes t h
important are ability to gain respect of nonfamily employees, deemsaking abilities and experience,

interpersonal skills, intelligence, andselfonf i denceodo (p. 12).

These aspects are especially dynamitéh wegard to the German crafts sectdere, significant

involvement and employment of family members, traditional values, and @&n#alized business
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structures are characteristic. Thus, following a testpblished and esteemed predecessor can be a
mgor challenge for an inexperienced and less valued successor, whoestabtisha reputation first.

As some crafts are restricted to admissiots found and manage a business, some professions require
the proof of a mastés examinatiod and crafts in geeral require highevel skills in manual labor,
competence and technical expertise on the part of the successor could be even more important than in

other sectors.

Thus, the overall research question that gupbgser 1of the present dissertation conigtof three

essays on family firm successia which factors influence the legitimization of the successor in the
family businessThe paper addresses present criticism about a lack of psychological aspects regarding
succession in family business management (Filser, Kraus, & Mark, 2013) by itatkirngnsideration

theh Bases of spproacha(fFrench@ Ravenpl959; Raver§5,94992, 2008) as underlying
theory from social psychology as well preconditions for legitimacy success (Hollander, 1964, 1985).
So far, no theoretical model exists in the literature that explains the influence factors on the $accessor
acceptance antkgitimization from a power theoretical perspective and takes the predésgssor

successds, and nonfamily employe@goints of view into consideration.

Reasons, therefore, whya employeda¥perspective was also considesedthat their angle on therfn

has not yet attracted researcldatsention. Chua, Chrisman and Sharma (2003) state that we know far

too little about the roles of nonfamily managers in family businesses and their influence on critical
concerns such as, for instance, succession. Blsopeci al ly At he emotions fe
generational succession occurso (Filser et al .,
of a transfer may be determined by the level of acceptance the offspring has achieved (Satbised 98

from Koffi & Lorrain, 2010). Because of the st&ffear of being forgotten by the new generation or of
radical change (Lansberg, 1988), tensions might arise that can even readamily top managers

leaving or threatening to leave the firm (Massis et al., 2008). Conflicts between successors and
nonfamily employees can result in a lack of trust in the successor (De Massis et al., 2008) and hamper
the succession process insofar as fimg employees possessing idiosyncratic knowledge thditmig

prove valuable for the successors are not willing to share this knowledge (Lee, Lim, & Lim, 2003).
Sharma (2004) also emphasizes nonfamily employees as an important stakeholdemwbosep,
complexity of role compaositions, their perceptions, and ingiaaships have only recently begun to

be explored. This paper addresses this gap by including nonfamily employees in the study as well.

Paper lexamines factors that influence the legitimization and acceptance of the successor in family
firm succession by applying qualitative as well as quantitative methods. For this purpose, French and
Raveris (1959) bases of social power approach served asuraddtion for subsequent theory
development. Whereas in many family firmisares are split up between a large number of family
members, craft businesses can be characterized by the presence of the (founding) owner (Glasl, 2007,

Muiller et al., 2009). Accordig to Hollander (1964), the legitimacy of a leader greatly depends on his
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legitimizing agent or source of authority. Figuratively, it can be assumed that the predecessor in the

succession process acts as the legitimizing agent who appoints the futurefidaeléirm. Hence, one

guestiorthatpaper 1seeks to investigatelsow t he pr edeces s orsadcapthicajenc e s

especially as a legitimizing agent in terms of his power position. Hollander (1964) identified several
other factors such as, for instance,ghe o u p
the successor can affect his/her degitimate position in the firm will therefore also be elaborated.

Lastly, the relationship between predecessor and successor and its influence on the &uccessor

legitimate position in the firm is analyzed.

tompetbrece ahdgrotgonforming behavior. How

Before

Cooperation with three German chambers of craft (Kassel, Erfurt, Palatinate); identification
of possible participants as a result of collaboration with the craft business consulting
department.

Business consultants made first contact with firms; if they seemed to fit at first sight and were
interested in participating, a questionnaire including a letter of agreement about participation
in the study was sent to the owners.

Interested firms sent the filled questionnaire directly to the researcher. After the researcher
had received the questionnaire, it was carefully analyzed. Appropriate firms were selected
and informedd the initial contact took place on the telephone between researcher and firm.

Missing data in the questionnaire were additionally assessed.

Appointments for the interview days were made with the firms.

Interview day

Welcome and brief introductory talk with the predecessor and successor after arriving at the
firm site.

Researcher was informed about the interview schedule (firms decided upon that).

Conduct and audiotaping of four interviews (each predecessor and successor, two
employees, all separate from each other) following the same pattern.

Interview pattern: wel come, introducti on
the study, information and agreement about data privacy statements, interview.

Photographs of the successor6s and/or pre
agreement.

Pre-printed questionnaires were handed to the predecessor or successor, who passed them
on to the employees. Stamped envelopes were provided by the researcherd filled
guestionnaires were sent back directly to the researcher.

After

Writing field notes about the interview day.

Thanks and feedback to the participating firms via follow-up call (contact with predecessor or
successor, depending on firm).

Data analysis of the verbal interview data; theory development; if necessary, adaptation of
the interview guide.

Analysis of photographs.

Data entry of the received questionnaires and data analysis.

Tablel: General steps and activities in the succession study

Therefore, a case study research design was applied by conducting single focused interviews as one

research method with the predecessor, successor, arehtployees from 10 family SMEs from the
German crafts sector. This open approach supptimgghiningof insights not only into the perspective

of both leaders, but also into the employgesitions and their view of the succession process currently
taking place in the busineg8lso, applying the focused interview as a qualitative method enabled us to
the validity of hypotheses derHKendaldlo46,r o m

it est

[ é

p. 541) as well as to generate new insights into the succession process and to develop new hypotheses.

The focused interviews used two video sequences as stimuli to elicit information from the respondents.

Furthermore, photographs takentod predecessér and success@roffices supported the revelation of
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power structures during the succession process. They were predominantly applied as a documentary
method. Finally, as many employees as possible took part in a survey based on a stdndardiz
instrumend the Interpersonal Power Inventory (IPl) developed by Raven, Schwarzwald, and
Koslowsky (1998). This questionnaire enables measurement of the 11 bases of social power with 33
items. This quantitative method was used in the study to assesgtessds and predecesssrpower
positiorsin the business from the employépseint of view, which should contradict or complement the
findings from the interviews. All in alB5 employees fronmine family firms took part in the survey. In

Tablel, the single steps in the succession study are depicted in detalil.

Finally, al | i nferences wer e s ulheoratical Fzamework of a t h ¢
Sucessofs Acceptande . One of its major contributions is
complex topic, the succession process and legitimization of the successor in family SMEs. It depicts the
interdependencies and interrelations between sgu@ralgonists and presents praciicignted success

factors and preconditions for family firms that currently face succession and want to establish a
successor. One has to keep in mind that every theory only ever provides a simplified representation of
redity.

1.4 The ability to remain innovative during succession processes and to handle

resistance

In general, there is a common understanding among researchers that the ability to be and to remain
innovative is essential for businesses to be sustained anagtedessful in the long ruCépelleras &

Greene, 2008; Freel, 2000; Porter, 1990; Storey, 2000; Varis & Littunen, 20tt@ugh no consensus

exists in the literature about whether nonfamily businesses or family firms are the superior innovators
(e.g., Chrisman, Chua, De Massis, Frattini, & Wright, 2015; Daily & Dollinger, 1992; Sharma &
Salvato, 2011)it is widely accepted that it isspecially important for SMEs to maintain or increase

their market share, as they are permanently threatened by langeetidors that offer better, cheaper,

or more innovative products to the customer (Laforet & Tann, 2006). Their ability to pursue innovation
can be seen fias a core business strategy [that]
of survivd 0 ( Mzuigauro, Garcia, & Van Auken2009, p. 466). A study about innovations in the

German crafts sector showed that, despite the traditional nature that is often ascribed to craft firms, the
strengths of technically innovative craft businessesidighly technical problemsolving skills,

flexibility, and customer focus (Lahner & Miller, 2004). Lahner and Mduller (2004) state that
successfully innovative businesses fulfill internal requirements such as, for example, a corporate culture
thatviewsdl empl oyees as bearers of knowledge and so
new ideas as an aspect of a firmés cultureo (Hur

viewed as one dimension of entrepreneurial orientation (Lumgkidess, 1996). As Verhees and
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Meul enberg (2004) argue, this is mainly ascribed

to learn about and to adopt innovation is crucial for the business (Verhees & Meulenberg, 2004).

Because a succession k&the beginning of a new era in the life cycle of a business and the entry of a

new leader and owner, it arouses special interest in how innovations are managed while a succession is
going on. According to Chrisman et al. (2015), succession not only raaisisiption for the business

in terms of changing its management, board composition, and thé {ioaks, it might also cause
changes in Athe balance between ability and wil
Although some authors arguhatnext generation members often add new energy, drive, capabilities,

and resources to the firm they take over, which in turn affords a great opportunity for the family business

to develop (Hall, 2003; Nordqvist & Melin, 2010), others state the complgpositeRecent research

has shown thatbserved foundeed firmstend tooutperform nonfamily as well as multigenerational

family firms (Kellermanns, Eddleston, Saraft& Murphy, 2012 Miller, Steier, & Le BretonMiller,

2007).The reasons for thisimg h t |l ie not only in the | ater gene
risk-averseness in order to protect the family wealth (Miller et al., 2007), but also in that the planning

of and carrying out of a succession requires resources, as roles aneeckdstfuctures renewed, and
processes redesigned, so that the necessity for innovations could be pushed into the background.
However if family firms want to survive and be successful over generations, they have to find strategies
that support and ensuteeir ability to innovatd independent of succession. Conversely, this means
thatsuccessors as the new generation in the business should dare to follow new ways by stepping beside
the weltknown paths (Mitchell, Hart, Valcea, & Townsend, 2009).

As thefusion of family business and innovation research has started recently, De Massis et al. (2015)
speak of opening up a fiblack boxo ( D&pdtiausasi s, Fr
there is a need in the field to discofeivh et her t here are transgenerati
innovation, whether succession planning supports or hinders technological innovation, and how
technol ogi cal knowl edge can be sustainedist hroug

dissertation tries to fill in these research gaps.

Thus,paper 2aims to explore the management of innovation and innovativeness during succession in
family SMEs and takes actual demands in the family firm and innovation literature into account by
answeing the following questions: Do successful family firms engage in a continuous cycle of
innovation regardless of a new successor stepping into the business? Whanhsoxations do family

SMEs, especially from the German crafts and trades sectantdyracing succession pursue? Also, it

is of interest who the leading initiator of innovations is dependent on the phase of succession and how

the successors deal with their struggle and wish to be innovative.

To explain how the scope for innovative beior unfolds, Hollandés (1964, 1987Idiosyncrasy Credit
Theory is used as a theoretical backdrop and transferred into théisides an initial legitimation by

a source of authority and the leadguersonal competence, the succdssdentificaton with the group
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and adaptation of group norms contributes to his/her legitimation as well (Kehr, 2000; Hollander, 1964).
Hollandes (1964, 1987) Idiosyncrasy Credit Theory explains the interaction of causes and effects of
legitimation from a process mrective. Essentially, the model implies that an initially as competent and
groupconforming perceived leader gains more acceptance than a leader who behaves deviantly from
the group norms at the start. Instead, conforming behavior is rewarded with tileutimm of credits

from their subordinates for their nondeviant behavior. Within this amount of credits, the leader is then

legitimated to behave natonformingly, to deviate from the group norms, and to be innovative.

Furthermorepaper 2not only exantes what kind of innovations the family SMEs pursue and what

makes innovative behavior possible, but also which factors influence resistance and commitment on the
part of employees and predecessors. T hrpartite behavi
view of attitudes, which provides a scheme to cluster observed behavior into the three conceptualizations

of resistance and commitménas cognitive, affective, and emotional statewill be examined which

dimensions especially play a role withgard to innovativeness during family firm successions.
Furthermore, strategies and recommended actions for the successors are developed as to how best to
handle resistance and how to enforce their innovative ideas against any objections arising. Data to
answer these questions stem from the same case studies that were undegakenlinSimilarly,

focused interviews were conducted with the predecessor, successor, and employees.

1.5 Establishing video elicitation interviews as a new method in organizhtion

research

Because succession is a very emotional and sensitive topic in families that are concerned with the
transfer of a family business, one important question was how to gain access to the respondents so that
they would open up to the researcher he interviews and talk about their personal view of the
succession process, their experiences, and the difficulties they had to face and overcome. Thus, a vehicle
was needed that allowed the researcher beyond conventional purelpasediinterviews to tle into

the rather hidden, personal aspects of the succession that respondents might refuse to divulge.

The focused interview, developed by Merton and Kendall (1946), provided interesting insights about
the possibilities of stimuli that are used at thgibeing of an interview situation and afterwards

discussed with the respondents. With the guidelines for focused interviews in mind, two video triggers
were edited from existing movies and presented to the interviewees. One film was exclusively shown to
the predecessor and successor, and the other film to all probands. Both films worked excellently as

stimuli and elicited valuable and useful information for later theory development.

It was only after the actual data collection that we dug deeper into vesegrch and the possibilities
it offers. With its origins in philosophy, sociology, psychology, psychoanalysis, and cultural theory,

using visuals in research has a lestgnding tradition (Davison, McLean, & Warren, 2012). The term



Introduction 9

visualthereby compses any kind of visual material, such as drawings, photographs, pictures, videos

arts, advertisements, and web pages,sheted in widely different ways (Davison, McLean, & Warren,

2015). Visuals and images can help us to capture, record, and aetiégsvith different media and

from different viewpoint8 inSmithds ( 2015) words: to Aunderstand |
(2011) adds that Asometimes, a picture or video
ot her s o 1 B2b48)iTheide2heHind using visuals is that symbols or images can support the
researcher to dig into deeper layers of truth and reality, which lie invisibly hidden under the surface. In
order to retrace, see, and explain the respondlexperiencedubjective and conceptualized structure

of the world, the whole context with all its complexity, ambiguity, reasoning, and multiplicity has to be
considered in detail. Involving the participants in the vigglerating process or using the visual
materialas a trigger in an interview situation even has the potential to create far richer information and
data that go beyond simply textual data.

However, in organizational and management research, visuals do not come close to the status they have
in the artsand social sciences because of their often ascribed triviality and only partial reliability
(Davison, McLean, & Warren, 2012). Rather, they are seen as decoration and hardly interpretable
ambient noise. Nevertheless, over the last decade, using visumlguasitative research method has
aroused considerable interest (Davison, McLean, & Warren, 2015) and has nowadays become more and
more familiar and frequently used in many research fields, such as in organizational, management,
accounting, marketing, comser, tourism, and health studies (Basil, 2011; Bell & Davison, 2013;
Davison & Warren, 2009; Rohani, Aung, & Rohani, 2014).

Having a closer look at the application of visual methods in organizational and management research,
the predominant use of photaghs of great variety can be observed. The photographs can be generated
by the researcher (Jacoby Peterserd&tergaard, 2004; Ray & Smith, 2012), produced by the
participants (Slutskay&impson, & Hughe012; Warren, 208), or are selected from a phachive

(Smith, 2015). Often, after the generation of the photograipigare used as stimuli in interviews and
discussed with the respondents conjointly in order to elicit richer and more reliable information and to
gain further insights. In contrasideo as an elicitation method is hardly used in organizational research

except for a few examples (cf. Slutskaya, 2015).

Hence, inpaper 3of this dissertation, video elicitation interviews are introduced as a new and innovative
gualitative method for oanizational research. Video elicitation interviews genedshcribe the usage
of a trigger vided either researcher or participant generatadan interview situation in order to elicit
deep information regarding the perceptions, feelings, and attitotastk a specific topic on the part of

the respondents (Pauwels, 2015).

In order to make the method applicable for organizational research@apeén 3 a general scheme
consisting of five single steps is developed that guides researchers who wantti eoled elicitation

interviews. Each single step is illustrated with examples from the succession study, in which video
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elicitation interviews were appliedPaper 3also contains empirical and methodologiceflections.
Furthermore, practical recommenidas are given regarding the length, symbolic content, hierarchy of
relationships, and degree of conflict in the video trigger. We also provide lessons learned from the
succession study in order to sensitize other researchers to possible pPifiipdis.3was developed in

collaboration with Prof. Dr. Franklartin Belz from the TUM School of Managemént

The present dissertation is structured as follows. Whereas chapters 2 to 4 provide the essays 1 to 3, the
findings from the three studies are summarizechiapter 5. Also, overall conclusions are made in the

last section and further required actions are presented. Vigiipier 1 the theoretical background and

state of the art in the literature is explained, followed by a description of the research togihdte

different applied methods, the sample, and various data analysis methods. After that, the results for each
applied method are presented and finally aggregated into the developed theoretical model at the end of
chapter 4. Lastly, the results aresalissed in chapter 5, whereas chapter 6 gives a conclusion and

presents the limitations of the study.

Paper2 proceeds in a similar way. It starts with a short introduction and an overview of the current state

of the art in chapter 2. After that, the ragth methodology, methods, and data analysis methods are
explained. Chapter 4 presents the results sorted by the single research questions, which are discussed in
chapter 5. A final conclusion is drawn in chapter 6, which also elaborates the strengtleslanelsses

of the study and points out the need for further research.

In contrastpaper 3 as a method paper, does not follow the typical composition of the previous two
essays. After a short introduction into visuals in general and visual researderiendiflisciplines, we
introduce the characteristic typology of visual elicitation interviews, whereas we focus in the following
section explicitly on researchgenerated video elicitation interviews. In the third section, a general
scheme for applying geo elicitation interviews is introduced and enriched with examples and
experiences from the succession study. The results and experiences within the study are abstracted in
chapter 4, where the effects of the two distinct video triggers from the succetsgily are discussed.

At the end, we give recommendations and pitfalls on what should be considered when conducting this

type of interview.

3 Technische Universitat Miinchen (TUM School of Management), Chair of Corporate Sustainability, Alte Akademie 14, 84354
Freising, Germany.
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2 ESSAY1

L EGITIMIZATION OF THE SUCCESSOR INFAMILY SMES:
DEVELOPING A THEORETICAL FRAMEWORK

Alexandra Zeht

Ludwig-FréhlerInstitut®/ Technische Universitat Miinch&n

Abstract

The transfer of a business generally involves extensive consequences for the further life of the owner
managers and their successors due to the entanglement of family and business fasuifsfirms.
Furthermore, it is often a phase of conflict, tense mood, and major cBaeggscially for the
employees facing the challenge of accepting a new superior, who often differs from the predecessor not
only in terms of age, but also regardie@dership style and personal attitude. Nevertheless, the future
success of the business depends considerably on the acceptance of the new leadsaybeks to

identify empirically the factors that influence the legitimization of the successor lhardamedium

sized family businesses using French and R&J@®59) bases of social power approach as a theoretical
backdrop. In order to explore this phenomenon in depth, a case study design was adopted. Qualitative
methods, such as for instance focusgdrviews (n = 37) and photographs as a documentary method,
were applied. Also, the Interpersonal Power Inventory as a standardized test instrument was used as a
guantitative method among employees (rb%®. In contrast to previous studies, the emplo§ees
perspective is included in this study as well. The results show that the successors are capable of
influencing their own standing in the firm by proving their broad expert knowledge and leadership
gualities. True willingness, commitment, and passion hen gart of the successors are additional
variables that support the predecessors to withdraw stepwise. Because of their existing gfosition
power, it is absolutely necessary that the latter pull back as well as sharing and transferring knowledge,
respondiilities, and devolving power. Also, early announcement and communication of the successor
as the firnds future leader might help the employees to adapt to the new situation. The recommendations
for the parties involved in a succession process, resuliimy the findingsn this essay can help to

facilitate the legitimizing process of the successor in the business.

Keywords family firms, crafts sector, SME succession,social power, acceptance,

legitimization, qualitative methods, interview, visual heats, case study

4 E-Mail: zehe@Ifimuenchen.de.
5 Ludwig-FrohlerInstitut, MaxJosephkStrale 4, 80333 Miinchen, Germany.
6 Technische Universitat Minchen, Arcisstrale 21, 80333 Miinchen, Germany.
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ATradition is not preserving the ashes,

Gustav Mahler (1860.911)

1 Introduction

In the family business succession literature, the desire for continuity and the preservation of the family
tradition on the part ahe predecessor is an often mentioned motive (Breuer, 2000; Gilding, Gregory,
& Cosson, 2013; Lansberg, 1988). Thus, it is often their ultimate ambition to find a successor who takes
over the business and who is capable of doidgwbich can be large shedo fill nowadays. But even

if a successor has been identiflieduccession in family firms mostly starts not with a change in
ownership, but with a change in leadership (Trow, 198he entry of a successor into the family
business marks the beginningaofonglasting and multiyear process (Handler, 1980)he start of a

long journey.

Family business succession has been defined as
leadership from one family member to another in family firms. The two family members may be part of

the nuclear or extended family, and may or may notbdloog t he same generati ono
Pablo, & Chua, 2001, p. 21Along with the leadership transition comes not only the transfer of all
managerial responsibilities to the successor, but also theutiewadf power and influencewhichis
mentionedn the literature as a necessary precondition to manage, control, and enact as successor in the
new position (Churchill 8Hatten, L987] 1997. This shows that the transfer of power from the former

leader to the successor, in other words his/her legdiioiz, is a very important issue in family firm

succession.

But succession in the family business sector also has macroeconomic consequences. Latebbfigures

that 135,000 family firms in Germany are expected to be handed over between 2014 and 2@18 (Kay
Suprinovi |, 2013). Appr oxiaffiectedebly these2sucoeisdsiohsi lmandere mp | ¢
to perpetuate their employment, continuing these businesses should be the ultimate goal. Moreover, the
preservation of knowledge and human capital, Wwhctied up in these firms that are ready to be
transferred, is generally essential for the German economy (Mdller et al., 2011). Bjuggren and Sund
(2002, p. 130) even state that the failure of a family firm succession, which implies the sale to a third

party or even a bankruptcy, actually hasffae ac hi ng consequences for a s
special competitive advantages of a family busin
handover of family businesses to the next gditran order to ensure theell-beingand welfare of

the entrepreneurial families, related business stakeholders, and society in general (Bjuggren & Sund,
2002).

Nevertheless, it is not only a question of whether the business is transferred indgestbes| this

paper deals with the questiohhowthe succession process is handled and under which circumstances
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the business can be successfully continued by the successor. For a successful succession, it is hecessary
that the successors gain acceptanceestablish themselves in the business (Sathe, 1985, cited from

Koffi & Lorrain, 2010). Many authors consider an effective succession from atéongperspective

and state that neffective successors aficecanddef i ne
who in the long term demonstrate the ability to create a positive trend of growth and profits for the
busi nesso ( Gdridge, 993, @ 65% Furtheronbre, it is important that the successor is not

only accepted by the predecessor, but histhe personnel and all other stakeholders. Thus, this paper
focuses on theverall research questionvhich factors influence the legitimization of the successor in

the family business.

First, a short introduction to family firm succession in generdllve given. As succession is often

riddled with conflict, the literature regarding handovers in family firms has become very comprehensive
(Sharma, 2004). Models and theories exist that cluster and structure the succession process, involving
different graips of actors such as the transferor, the offspring, the family, and other stakeholders.
Different stages in the process have been elaborated so far (Churchill & Hatten, [1987] 1997; Lambrecht,
2005; Le BretorMiller, Miller, & Steier, 2004; Royer, SimonBoyd, & Rafferty, 2008), ranging from

four to seven stages. The succe@sprocess of learning and growing into the business, the development

of hi s/ her Aitechnical, interpersonal, and manag
Hatten, [198] 1997, p. 59), and the predecessdinal transfer of duties marked by his/her withdrawal

from the business are oft@mentioned and common stages.

Other authors focus on the psychological perspective and examine the individual motives and roles of
the pedecessor, the successor, and the relationships between them (Briickner, 2011; Cadieux, 2007;
Koffi & Lorrain, 2010). For example, Breuer (2000) describes the succession from a social perspective
as the predecessor's aim of ensuring continuity, becautife hisbiologically bounded and ultimate.

The successor's task is to make sure that, despite the incumbent's personal retirement and passing, the
continuity of the firm at the organizatioinaistitutional level is guaranteed (Breuer, 2000). This
perspedte might also justify the predeces&ofrequently found wish to hand over the firm to a family
internal successor (Breuer, 2009). The overall thought of preserving continuity is also mentioned by
other authors (Brickner, 2011; Handler, 1994; Haubl & DaX#06; Kets de Vries & Carlock, 2007;
Lambrecht, 2005). Meanwhile, the process is characterized by a stepwise role adjustment between the
predecessor and the n@gdneration membd&rHa nd | er (1990) describes it
processoO ( a.the dwhgr develWpsefrone a sole operator to a delegator and at last to a
consultant, the successor emerges from a helper to the leader and eventually becomes thmdkeision
(Handler, 1990).

Despite the preferred way of transferring the family firm to an internal family member, Breuer (2009)
and Muller et al. (2011) showed in their studies within businesses from the skilled crafts and trade sector

in Germany that transfers of ownership to geapho are not connected with the family and who were
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not even associated with the business beforehand are becoming more and more important. This is an
interesting fact, because it might be conceivable that successions internally within the family would be
especially prevalent in the craft and trade sector, where continuing family tradition and values are of
significance (Glasl, 2007). The reasons for this might be rooted in changing societal norms: often,
predecessors d@rwant to force their heirs if tiyedond want to fill their father8shoes (Breuer, 2009).

Felden and Pfannenschwarz (2008) as well as Breuer (2§08jehis phenomenon with the growing
emphasis on individual interests and delfillment in western culture. As a logical consequence, it
appears not as opportunity -ffeoart hnearneyd snuecscteds.s oNosw atc
regarding heritge and legal succession seem to be treated as of lower rank than the company's concerns
(Breuer, 2009). Furthermore, the expertise and abilities of the successors become more and more
important (Halter & Schroder, 2010). Most successors have to provedhiemas well as their
willingness and competence, which has not been common in times of primogeniture and nepotism
(Barach, Ganitsky, Carson, & Doochin, 1988).

According to Davié (1982) threecircle model of family businesses, which consists of the
subcanponents ownership, family, and business,gbgyfocuses on owners who are actively involved

in the business and simultaneously family members (Davis, 1982; Taguiri & Davis, [1982] 1996).
Furthermore, to simplify matters, tlessayfocuses on successis in which one owner wants to transfer

his or her business to another close family member, son or daughter, or to a family external person.
Despite or especially as a result of this simplification, it is often a phase of conflictteshpered

emotions and major changes. As said before, one trouble spot might be the predecesSxheanteg
desire for immortality [ é], and a sense of indi
(1994) states (p. 182138). This might lead to a delayed mostponed withdrawal from the business.

Other predecessors feel a strong wish to perpetuate the family business within the family to ensure the
entangled corporat@mily tradition, but without facing the succes&oown desire (Lambrecht, 2005).
Concordatly, it has been shown in research to date that the sucessdficient motivation is a
necessary precondition for a successful transition (Felden & Pfannenschwarz, 2008; Sharma & Irving,
2005). Nevertheless, few of the incumbents can cope with thpsetésothers have problems

gaining distance. But their behavior hasreaching consequences for the acceptance of the successor

in the firm, as Cadieux (2007, p . 101) states: [

significant impact o their [successors; autlier not e] i ntegration into the

In spite of the extensive research that has already been done in the field of succession, one perspective
seems to be neglected, as Cadieux (2007, p. 107) raises in the conclusionaopherrp: AHow do t
[successors; auth@ note] manage to earn recognition as the@rm | eader 20 6The em
perspective in th&amily firm has not yet attracted researcldatsention(Chua, Chrisman, & Sharma,

2003) especially ntnhpel oegyracetsi onnhse nf eal tgebnyereat i onal S
Kraus, & Mark, 2013, p. 273), although it can be seen as one of the most important topics: the success

of a transfer may be determined by the level of acceptance the offspring has achieved &atbiked 9
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from Kof fi & Lorrain, 2010) . Kof fi and Lorrain (
women and men predecessors in their acceptance o
the focus on the predecessbperceptios is emphasized, whereas the subordigatiesv is rather

neglected. But family external managers might fear for their professional development, career, and
economic achievement if a successor steps in (Lansberg, 1988). Sonnenfeld and Spence (1989) confirm
Lansberg's (1988) finding&T he first class of tensions includes fears of being surpassed and forgotten

by the younger generatidjp. 356). De Massis, Chua and Chrisman (2008) even state that conflicts
between potential successors and nonfamily mendaerbamper the succession process; a lack of trust

in the successor can even cause the departure or thresimiiationby top nonfamily managers.

Moreover, the idiosyncratic knowledge these nonfamily employees possess might become very
important for thefuture successor (Lee, Lim, & Lim, 2003). Chrisman, Chua and Sharma (1998)
identified employee respect toward the successor as an important precondition to ensure an effective
succession, even if the authors do not give an explanation about wherepgbid stsms from. But it

also emphasizes the necessity of a good relationship between successor and employees as well as its
benefit for the willingness to share and pas&nowledge and information. Sharma (2004) also states

a clear need to focus on thergpective of nonfamily employees, even if not particularly in a succession

context, but in general in future family firm research.

Thus, it is the aim of thisssayto examine the factors that influence the legitimization and acceptance

of the successonifamily businesses. Therefore, a case study research design is adopted using different
gualitative and quantitative methd@d$ocused interviews, photographs, and a survey. This resembles a
mixed method approach (Johns@mwuegbuzie, & Turne2007) aimingat a deeper understanding of

the research objettthe ongoing legitimization of the successor. The findings of the different methods
are merged into a theoretical framework. As legitimization of a leader deals closely with power and
influence, the proposedsearch question takes French and R@Er®59) bases of social power theory

into account. Each base of power describes the dyadic relationship between a person exerting power and
another receiving it, such as for example a superior and a subordindberfore, Hollander (1964)
identified several influence factors that concretize how to gain legitimation. These will also be taken
into account in elaborating where the succegdegi#imate power stems from, what they can contribute

themselves, or wherthey have to rely on others.

In Chapter 2, the theoretical background regarding social power and influence in small groups is
presented, as well as the effects and determinants of the legitimation of a leadership role. Also, the
relationship between concepts stemming from social ptwesry and family business succession is
established and research questions are devised. Chapter 3 presents the methodological tradition of this
essay providing deeper insights into the sample constitution as well as research and data analysis
methods. Tie results of the present research project are presented in chapter 4, separated into those from

the focused interviews, the photographs, and the survey. The findings are discussed in chapter 5, whereas
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chapter 6 draws a conclusion and gives recommenddfiiorfurther investigation as well as practical

implications.

2 Social Power in Family Firms and the Success® Legitimate Power
2.1 Social power within dyadic relationships

Power and influence are phenomena that can be found in every social context. Bdlceume aims

at the coordination of social action among the firm members due to the collaborative organization
structure Subagi | , Reynol ds, T u20Ik mfluencé seviesdsradacet & Ha s |
leadership to control and influence the behawiod attitudes of the organizational memb@ass &

Bass, 2008; von Rosenstiel, 2001; Yukl 2002). To achieve influence, social pdiveiiatslity to take
actions and t o (Bass & Bassa20@8, pi 263) is neaded. Acoordingito BakBass

(2008), power is regarded as ftiengine of influence and leadershijp. 263). These statements show

a close connection between the terms power, inflyemzkleadership and, indeed, this relationship still

remains unexplained in the literature.

Gordon (2002) complains, for instance, that leadership literature in general has ignored the relationship
bet ween | eadership and power at a fAdeep structurt
the power literature seem to be fragmented mémy single theories (Krause, 2010; Sandner, 1992).
Sandner (1992) notices a certdiimdefiniteness of central theoretical power condefis 9).
Furthermore, he criticizes the fact that most of the present theories assume the existence of power, but
donot explain its evolution. Nevertheless, power and influence should be distinguished from each other,

as Bass and Bass (2008) state: APower is not syn

obviously are a function of power. Poweristhepatei al t o i nfluenced (p. 265

However, commanding enough authority is one key determinant of successful and assertive leaders. In
family firm succession, the predecessgoower is generally devolved to the successsome time.

Trow (1961) views the lastagein a succession phase as relevant for this transfer of power. But it is
not only a matter of passing powea leader can have the authority to decide and his decisions are still
not accepted. Rather, it seems important that a leader has the legifgh&to execute from a given
position. In terms of family firm succession, this means that the appointed successor should have the
legitimate right to hold the successor position and that he/she is accepted by all stakeholders in the
family firm. How these mechanisms regarding the legitimization of the successor work will be the focus

of this study.

Thus, the propositions of this research are mainly based on the concept of social power and
legitimization that was elaborated earlier by French and Raven (¥58ne who deals with different
aspects of legitimacy cannot avoid a closer contact wittchrand Raveis ( 1 959) pri mary w

Bases of SocialeaRowenrieviea ympstychol ogi st o, as Ke
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Raven (1959) examine the relationship between psychological change, social influence, and power.

N The saf poever gfO/Rin some system is defined as the maximum potential ability@fo

infuenceP6 ( French & Raven, 1959, @Oandk heguthorsitakethheh e dy
power recipierts (P) point of view and formulate a theory contaig five different power bases that

affect the life space d?. The social influence of pers@has consequences for the target peon

terms of a change in belief, attitudes, and behavior dependi@gsosocial power. French and Raven

(1959) definghe bases of power d®efir el at i on ®dndPwhb ethwe snt he source
(p. 155). Although there are undoubtedly many possible power bases, in the early days of research on
power and influence, the authors presented five that turnéedout be especi al |l y fAcommo
(p. 155):

Q) Reward powerbased oG perception tha® has the right to rewarié.
(2) Coercive powerbased o1 perception tha® has the ability to punish or disapprovieP.

€)) Legitimate powerbased olPGsp er cept OQloas fd hlaggi ti mate right to pr
(French & Raven, 1959, p. 156) resulting from his/her organizational or professional role.

4) Referent powelbased orPs desire for identification witlt© and/or his/her desire feuch.

(5) Expert powerbased oiPés perception thaD possesses special knowledge or expertise in a specific area
of interest ofP (French & Raven, 1959).

Despite earning recognition for the widely cited concept (Kehr, 2000; Raven, 2008; Sandneth&992),
typology was further developeth 1965, the aforementioned five bases of social power had been
continually expanded. For example, information power was added, which is defi@és alsility to
influence P, becaus&& message contains relevant infiation for P (Raven, 1965)Later on, the
authors differentiated this into 11 bases of power, while the former six bases were still retained (Raven,
1992; Raven et al., 1998). AlsBaven (1992) further distinguished coercive and reward power into
personalersus impersonal form8Vhereas impersonal forms refer to material and tangible sanctions
and rewards such as bonuses, promotions, denouncement, or dissuasions, the personal forms include
immaterial and intangible punishments and gratification, form&t@raising and reprimanding in front

of colleagues, or emotional support (Krause, 2010; Raven, 2BQ&hermore, xpert and referent

power were distinguished into positive and negative foimistmation power was further differentiated

into direct andndirect forms; legitimate power was also slibided into four forms.

One of the differentiated forms of legitimate power is the legitimate power of reciprocity, which
indicates the employég obligation to comply with the superiprrequest as a result of something the

superior has done for the subordindteis obligation is caused by the reciprocity norm, also known as

ATit for Tato (Andersson & PearThelegitimatep@ver;of Kr aus
equity is linkedto Adants equity theory (Adams, 1963), which assumes that every person compares
his’her personal inputoutput relation with those of comparable persons. According to Adams (1963),

perceived social disproportionateness is more common than subjective haanmubrigirness. It
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indicates to what extent a subordinate feels obliged to comply with the superior in order to compensate

a certain felt imbalancén contrast, legitimate position power is the supésioight to prescribe the
subordinatés behavior andtems from the superi® senior position in a formal or informal social
structureKr ause (2010) refers to | egitimate position
istems from a soci al norm that r e gasitioni@aformdlat we
or informal soci al $twe twstinautheridy. I{ ofharwerdbef |12e00a8l, i tpy. oA
A happens, iB feels obliged tdulfill Aé expectanciesdue#@s r ol e and positiono (
109; cf. Raven et al1,998).At last, legitimacy of dependence is based on a social norm which commits

one person to help another person who needs assistance or support (RavEeo&) al.is also called

the Apower of the power | ess 0,ralbreseneed forehe poormpdo r t  a |
infirm (Krause, 2010)All mentioned bases of social power are summarizetaiole 2 with a short

explanation.

Power base Differentiation Explanation

B's perception that A's personal approval can potentially
Reward power Personal influence B.

B's perception that A is capable of delivering tangible
Impersonal reward.

B's perception that A's personal disapproval can
Coercive power Personal potentially influence B.

B's perception that A is capable of delivering tangible
Impersonal punishments.

Formal legitimacy B's perception that A has a right to influence based on
Legitimate power (position power) A's professional role or organizational position.

B's perception that he/she is obligated to respond in-kind
Legitimacy of reciprocity for what A has done already to benefit B.

B's perception that he/she is obligated to respond to A's
request due to an imbalance of expended effort and
Legitimacy of equity possible inconvenience incurred previously by A.

B's perception that there is an obligation to help people
Legitimacy of dependence like A who cannot help themselves and who are
(powerlessness) dependent upon others.

B's perception that A possesses knowledge or expertise
Expert power in a specific area of interest to B.

A's potential to influence B because of judged relevance
of the information or logical arguments contained in A's
Information power message.

A's potential to influence B based on B's identification
Referent power with A and/or B& desire for such an identification.

Table2: Differentiation of the bases of social power, according to Raven (1992)

Although Gordon (2002) criticizes how the literature mostly focuses on theiléaliever dualism in

terms of a dominant leader underpinned by superior power and obedient fel{pw&59), the concept

was chosen for several reasons: (1) the bases of social power concept might be very simplified, but is
highly practically orientated and applicable; (2) the availability of a standardized instrument enables the
researcher to measute power bases held by superiors in a reliable and valid way; (3) Hollander (1964)

provides an exact explanation for the influence factors increasing legitimate power. As legitimate power
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is the proxy for the succesgpmacceptance, this aspect is ofcgkinterest. Therefore, the next chapter

focuses on this facet of social power in depth.

2.2 Core aspects of legitimate power

As introduced before, one of the five primary bases of social power is-t@lad legitimate power,

which is baseaed ghn ttloe malkawfauldeci si onDalglisld& ex pect
Miller, 2006, p. 208). Legitimate power is thus based on internalized values and norms, which result
from education, social norms, religion, culture, and tradition (Kehr, 2000). Isigided as the most

complex source of power, but also as the most effective one in achieving influence (French & Raven,

1959) . I n addition, Aithe Il egitimacy of | eaders i
source of aut $502008,1p.y282; cf. Beads £974% KeArg2000) encapsulates and argues

that Al egitidatcieadn cthhas aatpadugp. 75) . On the on
cause, as Bass and Bass (2008) sttonobthelddaddreamib er s a

his or her influence as legitimate when the leader holds attitudes that conform to the norms of the group

or organisationo (p. 282) . Legitimate authority
2000). On the other sidé,i$ the result of a process:dssert his/heauthority, the leader has to behave

in a nonconforming manner (Kehr, 2000), because the subordinates might expect improvements or

innovations.
In this study, the following definition of legitimation will beswe d : ALegitimation of
otheis perception of an individua r i ght to function in a given po

295; cited from Kehr, 2000, p. 27). Therefore, the telagitimation or legitimizationare closely
connected to the teracceptance as Sandner With®& ghe subdrdmdifs) authdise s : i
note)acceptance oAé conditions obubordinationB acknowledges thsuperiority ofA andagrees to
provide a conditionb to get the resaircea of A0  ( p . HerkuitB, )Sandner (1992) emphasizes
possessing resources at éndisposal as strongly connected with the opportunity of executing power.

All resourcebased concepts of power, to which French and Ravapproach belongs, assume that

resources are a central criterion of power and power exertion (Sandner, 1992).

2.3 Effects of legitimation

Stepping out from the dyadic relationship between two people to the group level, the advantages for a
leader to be perceived as legitimate by a groepoarious: accepted and authorized leaders can more

easily enforce their decisions, as the early experiments of Torrance (1954; cited from Steiner, 1972)
showKehr (2000) concludes: AThe authority become:
behave obediently toward authoritarian persons was once shown by Milgram (1963) with his impressive
experiments in the early 1960s. Test persons were forced by an investigator to boost the intensity of
electric shocks to one person sitting in another raochtended to increase the shocks up to a deadly

|l evel for this person. Mi |l gram (1963) deduced th
to be |l egitimate aut hBassantdBassg{2008)swmate thad tfust faninckeaset h e r m
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l egiti mate power of | eaders and vice versa: A Wi

l egitimacyo (p. 285).

In addition, some positive effects on the leademsn behavior should be mentioned: when leaders
themselves feel supported by thegp and thus legitimized, they are rather prone to changing group
opinion. The feeling of support and legitimation confers tindth self-efficacy and seltonfidence to

tackle new concerns (Kehr, 2000).

2.4 Determinants of legitimation

The above named consemees show the advantages that arise for leaders if they are perceived as
legitimated. But it must also be stated that only being perceived as an authority is not sufficient to exert
influence. In fact, the legitimation process is a complex interactioomwhs, behaviors, relationships,

and other imponderables (Kehr, 2000). Because ]
based on whether and how a person is seen to ha
(Hollander, 2013, p. 1®, it is important to examine the preconditions for leaders to become a

legitimated authority.

French and Raven (1959) present three sources of legitimate power in their theoretical concept (p. 150):
(1) cultural values that endow some persons with i to exercise power; (2) acceptance of the social
structure of an organization, e.g., the occupancy of a position organized to confer authority (this
determinant alludes to position power); (3) appointment or designation by a legitimizing agent (French
& Raven, 1959; see also Bass & Bass, 2008).

Likewise, Hollander (1964) states three related factors: (1) the source of authority; (2) the perceived
competence of the leader; and (3) his/her group conformity. Read (1974) further distinguishes the source
of authority into three different forms: (1) the group itself elects the leader by democratic choice (which
is the most accepted form of legitimation); (2) a (group) external authority chooses the leader; (3) the

leader himself usurps the leader position,cluis the less accepted form of legitimation (Read, 1974).

2.5 Legitimation in family business succession

The source of authority is a crucial point in tleissay especially the second optiom which an

external authority elects the leader. Figuratively, it is assuhetdthe predecessor in the succession

process acts as a legitimizing agent who appoints the future leader of tha@lienpeople employed

can be compared here with the group, whichtbasccept the new leader. French and Raven (1959)
state that Athe success of such |l egitimizing def
procedureo (p. 160) . Equall vy, Bass and Bass (20
setting are also likely to have legitimate power. The amount of power they have is a direct reflection of
the power and status dpf284) his meaasgn atfigurativé dersseé thag ina ut h «

fam |y firm successitoann c e hdee pseuncdcse sgsroer adtsl ya cocre pt he g
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In family firm succession literature, only a few authors mention aspects of power and legitimization.
Trow (1961), for exampl e, describes the fidesi gl
approri ate higher authority [€é]0 as a necessary,
Indeed, Trow (1961) does not refer to the predecessor as a legitimizing agent, but this reference shows
that the influence of pplwerpfedecesdsohaeredaot hebe
they fAcould | ater dispute the successiono (p. 2
successor lacked the authority to run the company because he was not supported by other family
members.n family firms, where ownership can be highly fragmented, family members holding shares

serve all together as legitimizing agents who have to decide democratically about the future successor

of the business. If they cannot come to an agreement, becaydeateetheir own agenda or aspire to

be successors themselves, this might bring the whole family system into conflict (McCollom, 1992).

As the legitimizing authority seems to have such a wide influence, the question is raised whether theory
from social psghology is transferable to family firm succession processes, where the predecessor acts
as a source of authority figuratively. As laid down, some authors found evidence for the important role

of legitimizing agents in family firm succession literature,thely remain quite rare. Thus, what are the
implications for practice? Has a more powerful perceived incumbent more influence on legitimating

hi s/ her successor or do the employees judge the
judge him? Wiat are the implications for the successors if their forerunners have not been accepted, but
they were selected by them anyhow? Do they get a chance? As is common in qualitative research (Flick,
2009), the aforementioned overall research questrioh factors influence the legitimization of the
successor in the family business®edgo be specified, which is why threeore precise propositions

are formulated.

Proposition 1: How can the predecessor influence the successor's acceptance in his/her ede

legitimizing agent in terms of his/her power position?
As mentioned before, Hollander (1964) argues tlmhpetenceand group conformityare further
determinants of | egitimati on. Trow (1961) ment.i
determinant of organizational performance in the
Al s o, Read (19 7 4 )\edsompetercs, attrahtimenesdiot dxperiepce of a leaider could
provide |l egitimacy for a | eader regardless of t|
would mean that the succes®oacceptance depends on him/herself as well as and nosiegblon
the power of the legitimizing authority. In a survey with directors and chairpersons from 485 family
firms in Canada, competence in terms of decismaking abilities and interpersonal skills was identified
as an important attribute the successwuld hold for an effective succession (Chrisman et al., 1998).
Still, their study did not aim to identify influence factors for the succéssegitimacy nor did it include
employees as judges. Thus, it is of interest which abilities the succesgordsmonstrate and how
important these skills are for his/her status. Proving his/her competence might be part of the legitimating

process that the successor goes through. As mentioned before, expert power as one base of social power
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is based on a subor@ites perception that the leader possesses particular knowledge or expertise in a
certain area of the subordin&einterest (French & Raven, 1959). This might conform to the

aforementioned necessarympetencahen gaining legitimization.

Moreover,groupconformityc onsi st s of theiodivdumlpseawaresf the gxisterad of a

given group norm, and that his manifest behavior in concordance with this norm is evidence of

conformityo (Hol | an dherextentbfdnéerhalingphe grdu@® 6oyms isimeantb r i e f |

(Gibb, 1969). The perception of conforming behavior is analyzed by observation and depends on the
level of accordance with the graispexpectations toward the new leader (Hollander, 1987, p. 794).
Disregarding these norms céaad to a loss of legitimation (Kehr, 2000). Sathe (1985) noted that

fflaccept ance i&culurkietheextenetamihichathdrsgearceive one believes and behaves

as prescribed by cultureodo (& (19872 antderanding of igreup ma y
conformity. Thus, it will also be of interest to see which expectations the group, that is the employees,
place on the successor and what happens in case of satisfaction or underachievement.

Becausaroup conformityandcompetencean be dkected by the successor Hhmrself, the question is

posed to what extent the successor/haself can influence his/her own acceptance or whether his/her
level of legitimation depends on the predecdasgoower position. This would lie outside the suso&s

sphere of influence. Also, further and so far unknown possibilities for the successor to establish
him/herself besides the aforementioned two factors might exist.

Proposition 2: How can the successor affect his/her own legitimate position in tfiem?

As said before, power balances play an important role in every dyadic relatrnghghher
consciously accomplished or not. The family firm succession literature has focused intensively on
examination of the relationship between predecessor andssoco®e Massis et al., 200Byck,

Mauws, Starke, & Mischke 2 00 2 ; Handl er , 1990) . Of t en, it i s

matureintoadulta dul t f or mdo (Barach & Ganitsky, 1995, p.

this study, e third specific research question focuses on the consequences of the nature of this
relationship for the succesgprpower position. If rivalry and conflict exist between both leaders, it
might be more likely that the successolegitimate power sufferfsom the poor relations. Here, the

strong influence of the predecessor as a legitimizing agent must be remembered. If the predecessor, who
might still be kindly regarded by the employees, makes the life of the successor permanently difficult,
the employeg might have difficulties adjusting to the new leader and remain loyal to the predecessor.
On the other hand, support on the part of the predecessor, which is inter alia reflected in good relations,

could positively influence the succes®degitimate powr.

Proposition 3: How does the (power) relationship between predecessor and successor influence

the successoré6és legitimate position in th

al

e
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The following chapter introduces the applied research methodology and methods in detail that will

enable respuse to the proposed questions.

3 Evidence from the German Skilled Crafts and Trade Sector
3.1 Methodology

Consolidated findings in existing literature prove that a mighty source of authority has a large influence
on the acceptance of the future leader. Thasdifgs predominantly stem from experiments within
small groups (e.g., Evan & Zelditch, 1961; Hollander, 1992; Kehr, 2000; Read, 1974). Central to the
present study is the transfer of results and underlying theory stemming from an experimental test design
into the field. The propositions above will be proved in a real context. Furthermore, the focus of this
study liesin the acceptance and power position of the successor and does not eldphazingrast to
previous studies in the field of family firm suss#or® leadership style, the change in individual roles,

or gender aspects (e.g., Briickner, 2011; Cadieux, 2007; Koffi & Lorrain, 2010).

As mentioned previously, the succession process in family businesses is often a complex gmdimulti
procedure. Therefe, the greatest potential to understand what happens during and after the appointment
and entry of the new leader is expected by acquiring-aeth view of multiple cases. Although the
underlying theory is comprehensive, entitled doubts do exist awh&ther those preliminary
assumptions stemming from experimental research design are appropriate to expdistiat
phenomena in this specific field. For example, in the case of small group experiments, the group
memberswere unacquainted witkkach d¢her and built adhoc groups to solve task assignments
(Hollander, 1964; Kehr, 2000). In a real context, employees are familiar with each other, and team or
project work is not necessarily a daily occurrence. Furthermore, the external authority in tireekpe

was often an investigator, who hadpreviouscontact with the group (Kehr, 2000). In a company, the
predecessor often keeps intimate contact with his employees or has established a close relationship,
which might affect the employ&behavior toward the new leader even more. Moreover, the internal
validity of experiments is very higln contrast the external validiy the possibility of generalizing

the resultd is quite low (Bortz & D6ring, 2006).

Thus, explanatory anexploratorymethods have to be applied in order to reveal all the variables of
interest. A case study research design that filin
within its reatlife context, especially when the boundaries between phenomenon and eoatagt
clearly evidento (Yin, 2014, p . 16) seemed to be
a comparativeembeddednultiple-case study (Yin, 2014) with different participating family firms has

been conducted. Although single units oflysis do exigt the predecessor, the successor, and the

employeesthese are pooled into ohelistic, theoretical framework in the emdl order to return to the
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level of the case, namely the succesgidim, 2014). Thus, he caseitself was the successidaking

place in the firm, which in turn represents toamtext(Yin, 2014).

Furthermore, case studies are a frequently applied research approach in family business research (e.qg.,
Graves & Shan, 2014; Kammerlander, Dessi, Bird, Floris, & Murru, 2015%eldion & Worley, 2003)

and family firm succession research in particular (e.g., Briickner, 2011; Cadieux, Lorrain, & Hugron,
2002;Koffi & Lorrain, 2010; Lambrecht, 2005).

3.2 Research methods

In this study, quantitative and qualitative methods were combindgdeach other in order to get a

broader and deeper understanding of the research object. The broad purpose behind the combination of
these antagosiicr e sear ch paradigms is fito obtain knowl ed
broader than the singkgpproach provided, or to mutually validate the findings of both appraaches

(Flick, 2009, p. 30). The integration of these methods happened by continuously collecting both sorts of

data (Flick, 2009) which means that qualitative data as well as quanttadiata were collected

independently from each other.

Why was it so important to use different methods? After presenting each method in detail, reasons for
their usage will be explained in each single chagteranswer the proposed research questions, the

following qualitative and quantitative methods have been adopted.

3.2.1 Focused interviews
Aiming at research questions 1, 2, and 3, the technique of focused interviews has been used as a
gualitative method. In order to observe different perspectives, eackcpesr and successor as well
as two employees were interviewsgparatelyn each single firm betweepeptembe013 and March
2014 onsite. Employees were also very important units of analysis, because their point of view was of
striking importance in eluating the succesgbrlegitimate power. Only employees were selected who
had worked with the predecessor as well as the successor and thus knew both very well. In a preceding
guestionnaire, which the owners had to fill out before participating inulkg,stne employee with the
shortest and one with the longest job tenure were named. This objective requirement aimed to avoid
selection bias on the part of the owners based on sympathy or a good personal relationship with the

probands.

The focused interview was developed in the 1940s by Merton and Kendall (1946) to evaluate the impact

of mass media in mass communication (FIlick, 20
broadcast, etc.) is presented, its impact on the interviewee st udi ed using an inte
20009, p. 150) . Merton and Kendall (1946) empha:
subjective experiences of persons exposedtothaprea | yzed situationo (p. 54

be contentainalyzed beforehand. Furthermore, the focused interview is a mixture of quantitative and

gualitative methods, as Lamnek (2010) states.
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hypotheseso from Aunanti ci pa&keddallr1846,mp.0b413 Busalsb o t he
to fAtest the validity of hypot heses derived frc¢
(Merton & Kendall, 1946, p. 541). The last aspect is especially important for this research design,
because the hereirssumed research questions are partially based on the results from small group
experiments in social psychology. In the context of family businesses, the focused interview has also
been used before (Birdthistle, 2006; Uhlaran GoorBalk, & Masurel, 2004. In the field of transition

and succession, the focused interview was applied as well (Day, 2008; Mari & Meglio, 2014).

A further reason for employing the focused interview was the fact that power, influence, and acceptance
in organizations are very sétide and emotional issues, which are difficult to access. Moreover, some
employees might fear that negative answers regarding their superiors could haeacharg
consequences for their employment. Presumably, biases resulting from social desifédailisycould

not be fully excluded, but it was expected to identify them more easily in atéaface conversation

than by applying an anonymous suryvey at least to reduce them. Also, all probands were informed
about privacy protection and the confidiality of the collected data, which might also reduce possible
concerns (seAppendix1 andAppendix2).

To avoid or minimize the problem of access in the present study, the focused interview began with a

film as stimulus: first, the scene from a mosf®uld be evaluated blye interviewee. After the analysis

of thestimulussituation in the movie, the interviewer led the interviewee more or less unnoticed to his

or her personal experiences with the situation in real life. The reactions to the scene already provided
insightsinto the interviewedsfeelings and beliefs because they blended personal and subjective
experiences with the interpretation of the vida® Collier and Collier (1986) confirmed regardihg

use of photographd another type of visual elicitation inteewvs The authors explained that the
interviewees might be willing to tell At heir owl

opportunity for developing a sense of setpression for respondents who are identifying and explaining

theimagsont entsdo (Lapent a, 2014, p. 203) . Li kewi se
potenti al as a fAdoor openero (p. 97) , because t
deeper, more abstract per c@7pHeanartsvasa hetpfulvehitlafa@s o f

digging into their mental attitude and for generating oral fluency. Only thes e a detahed cordtent
analysis in the beginning e ndbedtiedactaoftheisituationnct i on
and the intervieweés ubj ecti ve definitions of the situatio
2009, p. 150).

I n t his study, a speci fi c Jgrgeaserg Wiédentanm, & Fisechermo v i e
Christensen2010), which is about successiora family bakery, has been selected. In detail, the scene

shown to the interviewees dealt with the first conversation between predecessor and successor regarding
her entry decisionFurthermore, using this situation as trigger video was due to the yinderl

theoretical assumptions and aimed at analyzing whether the predecessor held the role of the legitimizing
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agent.This scene was presented as a stimulus to both predecessor and successor, which enabled them
to revealtheir personal experiences in thengasituation from different poisbf view’. The scene was

not shown to the employees due to a lack of identification with the trigger situation.

3.2.2 Photographs as a documentary method
After the interview, photographs of the executivefices were taken as a form of visual data. The
analysis of visual materidias become more and more importamdwadaysi si nce accessi b
ubiquitous digital t ool s enabl e Mies elibermamer s t o
Saldafa, 2014p . 98) . Further mor e, Aphotographs may no
documentation of the social and material words, but they can show characteristic attributes of people,
objects, and eventso (Prosser &oto§aphywslould be morel 9 9 8 ,
seen as a documentary method te)present evidence from other sources of data (Hinthorne, 2014).
iResear ch doc uidrehefieddi(iwhratleaamppendrat might mean) o (
and can be ®éa@dnnaogs esfvii®yalt hfait] reveal somet hing
or sitedo (Mitchell, 2011, p . 136) .

This method was aimed at the specific research question 3, which focuses on the relationship between
predecessor and successor. The purposetavéind indications regarding the spatial placement and
treatment of the successor after his/her entry into the firm. Exedbffeces have always been a

symbol of power and influence in terms of their location, size, and furniture (Sandner, 19P2jess

(1978) formulated®é¢ sy mbol s are the very stuff of manageme
synthesize chemicals or operate | ift trucks; thi
inhabit are portraits of our personalitydatineir ambience must enable a sense of-bailig as well as
concentrated work (Lachmayer, 2011). While the office of an industrialist was a symbol of constant
success, control over an unsteady future, and a representation of power in the nineteagththemntu
managers of today encounter other circumstances due to rationalization and humanization of the
working environment : fTo i sol ate one-egrhift,thite hi nd
means also hiding behind an autocratical leadershs t y| ed (Lachmayer, 2011, g
with the work place, personal closeness to the boss, as well as trust shafgevtodayof employment,

the office as a hierarchical threshold no longer seems contemporary (Lachmayer, 2011). Fey, instanc
Prosser and Schwartz (1998) used photographs taken from dépfiites for a comparative study of

their working practices (Prosser & Schwartz, 199
is not arbitrary but tells us a great deal attihe deputy principals, about who they are, what they do,

and how they behave in their r oomsofficemightgiZd8) . He
an indication of the succesésrhierarchical standing in opposition to the predecéssuod could

indicate which leadership style, behavior, and organizational culture is prevalent in the business.

7 In Appendix3 andAppendix4, exemplary interview guides are provided.
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3.2.3 Survey: Interpersonal Power Inventory
Lastly, a survey was used as a quantitative method in order to examine the specific research questions 1
and 2 Results from this survey should complement or contradict the findings from the interviews and
provide a broader insight into the power levels of the predecessor and successor. This in turn should

enhance the theoretical framework, which was developeédgiiire data collection process.

Therefore, not only the two employees from the interviews were asked to take part in the survey, but as
many employees as possible from each firm in order to complement the picture. It was expected that, in
contrast to than-depth view gained in the interviews, the staff as a whole might either rate the situation
differently or agree. Furthermore, to obtain a wider impression, other bases of social power might be an
important influence on the legitimate power position o thew leader in the firm. The applied
guestionnaire enables the employees to evaluate all the power bases of both leaders, whereas the

interviews rather focus on the determinants of legitimate power in particular.

First of all, a short overview about thpplied questionnaire will be given. Several instruments have

evolved over the years that facilitate measurement of the original five or six bases of power (Hinkin &
Schriesheim, 1989; Imai, 1989; Rahim, 1986, 1988; Schriesheim, Hinkin, & Podsakoff, 180%& Y

Falbe, 1991). Nevertheless, Raven et al. (1998) decided to develop a new scale on their own because of
growing dissatisfaction with existing measur emer
of power as or i gi nlkeydoybtegthatexigtingtsaldsocould pxplairdtiieit power T
distinction in a satisfactory way. Therefore, a new scale calleldhttigpersonal Power InventoryPl)

was developed.

The IPI will be used in this study to evaluate the predec@ssod success® power position and
composition empirically. This criticahcident instrument comprises the aforementioned 11 bases of
social power with 33 items as a further differentiation of the original five social power bases. Former
versions of the test do exidiut these consist of fewer dimensions (Hinkin & Schriesheim, 1989). As
the special focus of this study lies with the differentiation of the legitimate power base into four single
bases, the recent version of the IPIl (Raven et al., 1998) that contdateshéheoretical considerations

(Raven, 199Pwas used.

The IPI indicates to what extent the supebarse of a specific power strategy might have resulted in

the subordinatéscompliance with a request (Getty & Erchul, 2009). Thus, as many subosdamte

possible wereaskedto fill out the IPI, referring to both the predecessor and the successor. The
instructions were almost identical to those in the original IPI questionnaire, but translated into German:
AThi nk about a situati on wh e nomgwhat differenilyp Althoughs or a s
you did not agree initially with the requested approach, you did exactly as you were asked. In the
following you can find a number of statements with reasons why you might do so. Please read them
carefully and decide how likglit would be that this is a reason for complying in the imagined situation.

Pl ease answer the questions in regard to the p
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respondents weraskedto answer the items on a Likert scale ranging from 1 = elylito 7 = very

likely.

As the IPI is not available in German to the auii@nowledge, it had to be translated into German. For
this purpose, the method oftranslation was applied (Sinaiko & Brislin, 1973). The original version
was translated into Geran and after that #eanslated into English by a third person. Then, the two
English versions were compared with each other. If the English items did not match with the original
version, the German translation was modified until the English transldtitive d&serman items was
identical with the original IPI or at least semantically identiéglpendix5 provides the questionnaire

in its original English and translat€&krman versions.

3.3 Sample

3.3.1 Family business sampling
Owing to the huge variety of aspects regarding family businesses, some preselection criteria had to be
defined to ensure accordance in fundamental dimensions (Eisenhardt, 1989; Miles et al. 2014). This
samping strategy is calledriterion sampling(Patton, 1990). First, one of the most important criteria
was that the selected businesses were affected in some respects by a succession. The succession process
should either have been carried out, which is dalewithdrawal phas€Cadieux, 2007), but no more
than two years ago, or it could also be in process, which means that predecessor and successor are
working conjointly at the moment, which is named tbimt-reign phase(Cadieux, 2007). As it is
importan to consider succession in family businesses not as one single event during the existence of a
company, but rather as a loteym and multiyear process accentuated by several decisions and
incidents (Churchill & Hatten,1087] 1997 Handler, 1990; Le Bten-Miller et al., 2004), businesses

have been selected at different stages of the succession process.

Furthermore, there were some crucial criteria that had to be considered in matters of the underlying
theoretical assumptions regarding the concept dfindgation. Thus, the selected businesgksally

had one managing director who owned the majority of the shares. Furthermore, it was important that the
managing director played a significant role in selecting the successor. The single successor could be a
family internal person, such as a son or daugbtaswing to the growing prevalence of family external
successions (Mdller et al., 2011), a family external person, such as an employee or an alien person. The
participating firms should have more than 15 employeesder to ensure an organizationalsture

or some hierarchical patterns.

Access to the businesses was enabled by cooperating with three German chambers of skilled crafts,
geographically distributed all over Germany (Chamber of Crafts in Kassel, Erfurt, and Palatinate). Thus,

the firms conglered belonged to the crafts and trade sector and were rooted in Germany. This sector is
a uniqgue German phenomenon, not clearly classifiable as a business sector providing services or

manufacturing goods (Glasl, Maiwald, & Wolf, 2008), because asso&atetprises can deliver both
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goods and services. The German ATrade and Crafts
skilled craft sector according to law. Membership of the chambers of skilled crafts is obligatory for all
businesses that belg to this sector. Furthermore, some of the professions require a master caftsman
examination for legal execution of the profession. For others, the examination is voluntary. Most of the
skilled craft firms belong to the family firm sector, because meament and ownership lie in the same
hands (Glasl, 2007). Furthermore, businesses are often operated by the owners and close family
members, which emphasizes the traditional and familiar patterns within these firms (Glasl, 2007). The
latest surveys substidate the importance of the topic in the skilled crafts and trade sector: within this
industry, the percentage of successions was estimated to be more than 50% of all ownership transfers in
the German economy as a whole in 2009 (Mdller et al., 2011). dfortine, it can be seen that
companies from this sector are transferred comparatively more often than other firms (Muller et al.,
2011).

Number of

Firm Skilled crafts Number of previous Type of Collaboration Succession
employees . handover phase
successions

A Baker, pastrycook >500 3 family internal 4 years Jog\tgggg‘:]n

B Baker, pastrycook >500 3 family internal 10 years* Jog‘éggfn

- « joint-reign

C Baker 16 3 family internal 12 years phase

D Baker, pastrycook 35 2 family internal 13 years Jog\tgggg‘:]n
Bricklayer,

E concretor, tile and 21 1% family internal 13 years joint-reign
slab layer, phase
scaffolder

F Carpenter 17 2* family internal 5 years* joint-reign

phase

G Baker, pastrycook 34 3 family internal 19 years* Wlthdravzal

phase

H Hairdresser 30 0* family internal 13 years* withdrawal

phase
. family .
Carpenter,_stalr 15 0 external, firm 28 years* withdrawal
construction : phase
internal*
family .
K Coach builder 29 2* external, firm 6 weeks* wnht;jerlzéval
external* P

* The next firm selected is distinguished mainly in the marked (*) characteristic from the previous one.
Table3: Sample description

Within the sample, no focus has been placed on specific crafts. The sample included five bakers and
pastrycooks, two carpenters, one hairdresser, one coach builder, and one building company. According
to the suggested definition of small and medsired enterprises from the Institute for SME Research

Bonn, eight out of ten businesses can be classiBatiediumsized, whereas two of them are major
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enterprises regarding the number of their employees (Wolter & Hauser, Zablg 3 overviews the

participating firms.

Although the participating businesses were homogeneous in some respects due to the aforementioned
predetermined criteria, there were still many aspects that could be varied. The sampling process occurred
stepwise and with regard to the findings from tret ¢@se. This approach is caltbdoretical sampling
(FlIick, 20009) , which aims to select fiindividual s
new insights for the developing theorFick R0, r el at i
p. 118). In order to replicate the findings and to elaborate the status quo of the theory further, the next
case was therefore purposefully selected and varied on a specific range of dimensions. Patton (1990)
calls this proceduremaximum varidon sampling(p. 172), because extreme cases on the whole range

of dimensions were picked. Hence, scheduling of the cases was guided by a general conceptual scheme,
which included propositions about the duration of collaboration between predecessarcasd@uthe

type of handover, the number of previous successions, and the succession phase.

The sampling process occurred as follows, thereby following a replication logic that is typical of
multiple case studies (Yin, 2014): first, firms were selectet were in the joinrteign phase. Also, a
succession internally within the family should take place. It was expected that the selection of these
cases resulted in similar resultitefal replication (Yin, 2014, p. 57)). The first two businesses were
different regarding the duration of collaboration between predecessor and successor, but both had three
previous successions as well as more than 500 employees (firms A and B). Next, firms with family
internal successions were selected (firms C to H), whidbrdd in their number of previous successions

from one to three (firms C to G), whereas the duration of collaboration between inctownentand
successor was relatively stable (firms C, D, and E), and which operated in different craft disciplines.
Furthemore, the number of employees amounted to between 15 and 35 empliyeeshat, by
considering firms G, H, |, and K, the shift to the withdrawal phase was performed. The predecessors had
already retired from the business or at least did not exceatsaltamt position. Also, zero successions

had taken place in firms H and |I.

After conducting interviews in eight businesses with family internal succession, it was decided to
consider family external successions in the analysis as well. It was expetthe gelection of family
external succession cases fApredicts theomticalast i ng
replicaton 6 (Yin, 2014, p. 57). Two businesses were e
external succession. Wih these two cases, it was distinguished between one business where a firm
external handover had taken place (firm K), that is a managememubiBO) (Becker Hammes,

Neuberger, & Upplegge2013). In firm I, a management bkiy (MBI) had happenedyhich means

that the business had been handed over to a firm internal person (Becker et al., 2013). Furthermore, the
duration of collaboration between predecessor and successors varied from 6 weeks (firm K) to 28 years
(firm 1).
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3.3.2 Subsystem sampling
Table4 represents the subsystem sample size. It provides an overview of the number of interviewees

and photographs taken as well as the returned questionnaires and thgereafson

In total, 37 interviews with nine predecessors, ten successors, and 18 emplrgeesnducted. In firm

E, only the successor was willing to participate in an interview, whereas the predecessor himself refused
and banned the employees from paptiting eitherPhotographs could not be taken in every firm for
different reasons. In firm C, for instance, the successor felt ash@nadse the predecessor always left
chaos in the office. The researcher was allowed to take a look inside the cpnjeedl office and
encountered stacks of papers on the desk and on the floor. The office of firm H wassitetamu
therefore could not have been photographed, because the interviews took place in one of their hair
salons. Photographs of firm | and K warseless as the predecessor had already left the business and a

photograph from the offices would not provide information about the power relationship between them.

Number of Number of Single Photo-
Firm Number of interviews with sent received response graphs
guestionnaires | questionnaires rate taken
Predecessor | Successor | Employees Employees Offices
SCYPD?
A 1 1 2 50 20 40.00% Yes
B 1 1 2 50 10 20.00% Yes
Cc 1 1 2 10 0 0.00% No
D 1 1 2 15 1 6.67% Yes
E 0 1 0 0 0 0 Yes
F 1 1 2 10 10 100.00% Yes
G 1 1 2 15 10 66.67% Yes
H 1 1 2 15 5 33.33% No
| 1 1 2 10 6 60.00% No
K 1 1 2 15 3 20.00% No
9 10 18 190 65 38.52%

1 SC = successor, 2 PD = predecessor
Table4: Participants by subgroups

In each firm, the managewners forwarded the questionnairestteir employees. They were a&skto

fill out the survey and to send it back to the researcher anonymously. The envelopes were already post
paid. In firm C, no questionnaires were returned despite several reminders. The predecessor in firm E
did not want to take part in the survépart from these businesses, 50% of the firms considered were

in the jointreign phase, whereas another 50% were in the withdrawal phase. Firms were categorized to

the withdrawal phase when the predecessor had left the business eventually and worked & most as



Essay 1 32

consultant for the business. No indication was the appointment of the successor as managing director,

because this was not necessarily connected with the predésedgsiodrawal.

In total,65 questionnaires were returned, which eqaakssponse rate of 38.52%. Thus, the subsample
size of the survey is more comprehensive than the one from the inter&ldvesigh Wooldridge (2009)
considers neglecting incomplete questionnaires critically questionnaire had to be excluded by

reasorof incompeteness, which results in n = §Aestionnaires.

3.4 Data analysis methods

3.4.1 Qualitative data analysis (focused interviews and photographs)
As recommended for focused interviews, coding procedures were employed to analyze the data (Flick,
2009; Mileset al., 2014) with the help of the qualitative data analysis software MAXQDA. To begin
with, first cycle coding methodgere applied to initially label the data blocks (Saldafia, 2013). As Miles
et al. (2014) suggest, different first cycle coding approaschess e fimi xed and matched
74) depending on their fp @ redpeciallydesariptivef cadingintvivito n or
coding process codingemotion codingandsimultaneous codingAfterwards,second cycle coding
methodswvere adpt ed i n order to group and summari ze t he
small er number of categories, themes, or constr.u
from the coding scheme is given Appendix 6. These saalled pattern codes inter alia laid the
groundwork for later crossase analysis. For the latter, the mixed strastggking comparable cases
has been deployed (MB et al., 2014, p. 103). Using a standardized set of variables, each case was
deeply analyzed with the help of matrices and other displays. Afterwards, thetevehdésplays were
combined into ametamatrix for further condensed comparison (Milesadt 2014). This resulted
eventually in anetwork displayMiles et al., 2014) the final theoretical framewodkthat displays how
the successor gains legitimization and acceptance across time and how relationships between the parties
involved change. Thushe study follows amabductiveapproach as it aims to discover a hew order that
satisfies the identified surprising facts (Reichertz, 2004), although it also casedinstiveinferences

when it refers to the social bases of power approach as a thddratikdrop.

A typical sayingisthabta pi cture is worth a thousand wordshn
absolutely correcty Aii ma g éés sdpoenak f or themselveso (p. 98) .
suggest a repertoire of methods that are not necessarily applicable to lapgsedjeata. In this study,

analytic memoin@f the research& spontaneous, individual impressions was tleeefpplied to the
analysis of the photographs instead of ndAdetail ed
as avisualcontent analysis would suggéBell & Davison, 2013)Special interest lay in the manner of
cohabitation of both leademshich was reflected in the office compaosition and constitution, for instance

whether they had shared or separate offices, single or joint desks, and what feeling the offices conveyed.
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3.4.2 Quantitative data analysi® the empirical strategy (IP1)
The filled quetionnaires from the IPI have been carefully analyzed by employing a multiple regression.
The basic equation therefore reads as follows:

9 O atyo o B 9000
Y denotes the dependent variable that indicates the suaieasoeptance into the family business.
to xx work as predictor variables fgras outcome variable, with the parametar® by, quantifying the

relationship between predictor and dependent variable.

Applying the IPI as a quantitative method aimedadigg a broader understanding of the present power
structure between predecessor and successor from the emphldgagmint. As a reminder, research

guestion 1 emphasized the predecdssoole as legitimizing agent, whereas research question 2
concentrted on the succes$srown role. As no concrete hypotheses have been postulated and in order

to not exclude possible influence factors byaete hypotheses that affect the succésdepitimate

power, a stepwise regression has been employed first (rihd€he stepwise regression equals the

forward method, which means that predictors that contribute to the prediction of the outcome variable

are added to the equation while a removal test of the least useful predictors is carried out simultaneously
(Field, 2013). Thus, model 1 discovers relevant predictors, which are further broken down in model 2.
Model 3 contains the same variables as model 1 including the control variables that will be explained in

more detailinchapte+.3.3 Fi nally, model 4 refers to the find
entryo as a method (Field, 2013) , such predicto
importantin the interviews, but were not identified as good predictors in the stepwise regression of
model 1.

4  Developing a Framework for the Success@ Legitimization in Family Firm Succession

In the following subsections, the results from the focused interyiéws the photographs4(2), and
the survey 4.3) will be presented in detail. Sectidi provides the aggregation of all result®ione
theoretical model, the smalled Theoretical Framework of the Successokegitimization in Family
Firm Successian

For an overviewTable5 summarizes again wHicpropositions are covered by which method and in

which chapter the results are presented.

Method Proposition 1 Proposition 2 Proposition 3
Focused interviews Yes (4.1.2) Yes (4.1.3) Yes (4.1.4)
Photographs No No Yes (4.2)
IPI Yes (4.3) Yes (4.3) No

Table5: Overview of the coverage of research questions by the applied methods
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4.1 Results from the focused interviews

4.1.1 Warm up: the legitimizing process
Interestingly, the interviews revealed that the legitimizing of the successor begins long before his/her
entry into the firm. InFigurel, the sequence of events igereed to as the legitimizing process. The
predecessor and successor are the most influential and relevant parties in this process, which is why they
are both depicted in the figure exclusively. Often, one event has consequences for another, which is
markeal by the dashed lines between the boxes. In the following paragraphs, the single events are

explained according to the chronology in the figure and the labeled nunmidbestmoxes.

Critical
incident

Reasons of age
lliness
Death

Reason-
ableness

Predecessor

4 Suitability g
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investments
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Eary - o Wing- P . Education/
signals ness career
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Disaster
I

Finishing

studies New
' leader Entry

Decision

Successor

»

Time/ Progress

Figurel: Legitimizing process of the successo

In the present cases, the process began in the early stage of succession or even before the question of
succession was apparently settled. It seemed as though the successor legitimized him/herself in some
respects by sending specific @arly signalstha t l ed to the predecessorsbod
assumption and perception that he/she is willing or at least interested in joining and taking over the
business. As is usual in family firms, and skilled craft businesses in particular, the potenéisssrsc

grew up with the firm from childhood. Firm and family were always in very close contact: on the one
hand, more family members, e.g., the mother or grandparents, were employed by the firm. Comversati
about the business used to happen during landinner. On the other hand, the firm's buildamgl the

parental home were often the same mplaspatial separation was impossible. Furthermore, the
successors often worked in the parental firm in their school holidays and were familiar with the
workflow and work processes at an early stage. So, early contact between the potential successor and

the firm was unavoidable.
AFrom the very first (Emgoyeed4fvald) a hair dr

Often, the employees took the entry of the successor forgramed never questioned |

opportunity to do something else.
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Alt was completely clear t fBade]lwillne day
take over the busine3sant hi ng el se woul d not have me
9, Firm G)
Those early signals we then interpreted as (®Jillingness From this initial interest, the successor
developed a more definite wish to continue the firm. It seems not surprising then that the successor
decided to start an apprenticeship in the same discipline as the faafilpusiness, even though the
vocational training mostly took place in an external business of the same craft. A master craftsman
training followed naturally in those disciplines that require one. Furthermore, the predecessors often
supported the successdo modulate theif3) education and career plarsccording to the business.

AWhen | decided to become dodkaut!rdresse
These steps are necessary; this is the right direction to achieve yodir goal
(Successor 2, Firm H)
Thus, certain interdependencies between the sucdsssord thep r e d e ¢ eehavioriweéres
observabl e. After recei v(@l)regrly signals the préedecessan gsked h e s |
him/herself two centrajuestions: on the one hand, whether the passiliicessor was capable of taking
over the business in terms of his/her expertise, social competence, and personality. This can be compared
with a personal and individual (4pitabilitytest On t he ot her hand, after t
becomemore definite and he/she had expressed seriowsiliRlgness the predecessor elicited whether

the transfer of the business was generally reasonable at all.

On the one hand, theeasonsfor examining the(5) reasonablenesmight lie in the predecessi
experience in leading a business. Firm leaders are not only in charge of huge responsibility for the
employees, they have to ensure the economic welfare of the business, make strategic decisions, assume
personal liability, and repay outstanding loansnetl. Moreover, the external environment of the
business in terms of its position within the market, for instance, aggressive market participants or
competitors and changing political conditions, play a role. Certainly, being an entrepreneur requires a
cettain willingness to assume risk as well (Nalgrdgvist, Sjéberg, & Wiklund2007). In the cases
studied, the more difficult the situation of the business was, the more the predecessor doubted handing
over the business with peace of mind.

il ncr e auationsg by the U make new investments necessary;

simultaneously there is a high competitive pressure from discounter bakeries,

which exert downward pressure on prices. So, the situation for him (the
successor,authtr note) proves edessorB,&rmdc) f fi cul t o

On the other hand, the predecessors often reported a personal dilemma in their role as a good parent in
the family and manager of the business. Satisfying both demands has always been difficult in terms of
worKki life balance. This was alsa question many successors asked themselves.

AFamily | ife can suffer from entrepren

work in the business, sacrifice themselves to the business, and so family life is
seriously affected by thato (Successor
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Thus all these aspects were deliberated carefully. As a result, a decision had to be made. Often, this
decisiondid not come out of the blue, but was in fact provoked (®) eritical incidentthat pressed for

a decision. Thesacluded reasons of age on et of the predecessor, a serious illness, or even death
(firms E, G, and K). In other cases (firms A, C, F, and 1), questions regarding new investments in
machinery, equipment, or even new buildings came up. The predecessors often made their decisions
regarding those investments dependent on the succgssiirgness and commitment to take over,
because this usually involved considerable financial obligations. In contrast, in firms B and D, the
successd@s entry happened after finishing studiesAlppendix7, a detailed overview of the critical

incidents in each family firm are given.

Still, in most of the cases in this study, the successors seemed to have wetzElesver the business
autonomously and in a salbtermined manner. The predecessors stated that they would never have
tried to influence their successors regarding their career choice and entry decision. For now, there were
no more obstacles regarditite (7)entry of the successor. Returning to the determinants of legitimate

power, the predecessor selectedrtbe leadeiof the family firm in his/her role dggitimizing agent

4.1.2 The predecessads contribution to the successds acceptance
Research quéisn 1 focused on the predecegsdnfluence on the succes@acceptance. In order to
secure a certain rigoFigure 2 depicts different influenceattors that were identified in the focused

interviews. These will be explained in detail in the following, according to the labeled numbers in the

boxes.
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Above all, the predecessor can be defined as the source of authoritiegit{itizing agenappointing

thenew leadeof the business. As the pselection questionnaire indicated, in the majority of cases, the
predecessor was solely responsible foe@lg a successor, although sometimes other family members
such as spouses or siblings were involved in the process as well. Still, even if shares in the company
belonged to other family members, in the cases studied, the family was often not as gréisent a
predecessor, who was the active manager of the business. Therefdigyrthesfers mainly to the
predecessor as legitimizing agent, but mentions family membersnahbe involved in the selection

process as well.

The predecess® behavior towardthe successor played an important role in the sucdsssor
establishment: apparent (2pmpetence trush the successor was a compulsory condition for the
incumbent to assign responsibility, to (@Blegate tasks and dutiemd to take a back seat. Oftanthe
cases studied, a stringent task sharing between both was prevalent, which avoided duplication of work
and ensured the transfer of knowledge. Similarly, it was necessary for the predecessor to put the
successor up front and operate more in thedrackd in order to strengthen the employgesception
about who was the new leader of the firm. In firms A, B, and H, the successors were enabled to preside
over the weekly meetings with skilled workers and executive staff. In one case, in which duegsed
refused to withdraw, the successor was not allowed to chair or even to join the meeting, which made it
difficult for the successor to become accepted by the employees.
Al would Iike to be around in the dail.
would say:NVhat do you want here? Tlistmy jo® Successor 9, Firm E)
Another way of empowering the successor was to refer the subordinates to the successor regarding
guestims they had or decisions that had to be made. Thus, the predé&catzarand subtle (3)
withdrawal from the active business might have enhanced the suce&$muthority to decideand
broadened his/her responsibility for specific tasks. To the same extent as the predecessors removed
themselves, the successors established their position, as one predecessor said:
AfAs the senior fades or becoasgengtweaker ,
and he gains it simultaneouslyodo (Predec
Another important aspect was empowering the successor dgydlving powerlt also means that the
forerunner lays down the law if necessary in order to legitimate the su@sessods ad to show
loyalty and support.
AYes, I remember, in the beginning it t
to the employees, that, whe@m not present or anything else, and the junior
wants something to be done, then things are carried out as hs want
(Predecessor 4, Firm C)
Certainly, the predecessor still fulfilled some duties in the firm: often he was responsible for tasks that

required special knowledge. This was accepted insofar as the last authority to decide was still up to the
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successor. Ofte this was not deemed negative or destructive and the successor benefitted from his/her
forerunneds treasure trove of experience. The employees perceived their work environment as highly
familiar and persondl as long as the relationship between predecessd successor was harmonious
and clear duties and structures existed.
AHe is stildl her e. He can help me when:
to make sure that | get along myselfo (
But if the predecessor tried to retain hiy k@sition in the dayo-day business, the successor was never
able to gain a foothold. For instance, in the case of firm C, the predecessor could not stop intervening

and interfering, permanently inhibiting the succe&sautonomy, which led to the susseis wish that

his father should even move from his private apartment, which was close to the company site.

Furthermore, the interviews revealed that the subordinates recognized tensions and conflicts between
both of them and coldtdwderlt e dthowlghd Aicmugagse o
this situation, it could be helpful for the predecessor and successorras@ble conflicteearly and
backstage, although some employees india¢t¢atradooin
Thus, it would be unnatural and inappropriate to falsely portray a perfect world. However,
communicating common views and clear messages was essential for the employees to find a pleasant
working atmosphere. This implied congruent instructionsve. Besides, when the successor, for
instance, criticized an employee, the predecessor should support his/her actions, even if he did not agree
with him/her. This alludes to the aforementioned undermining of the suad@egsowing authority
which shoutl be avoided. It also underlines the importance of a good flow of communication between
both leaders that enables the permanent exchange of information. Besides, it hampers personal
advantage and enrichment on the part of employees who might try to glaytdant and successor off
against each other, which is only possible as a result of information asymmetries resulting from poor
communication skills.

iSometi mes it happens that we are at va

our disagreementinfronfo ot her peopl e. But mostl vy,
(Successor 6, Firm F)

Aln the beginning, we both have been p
less. Some employees said things likee dor@t catch on anymore! The
Awrinkl yd s ay susaydoitliketthatt wha shallwa go,ndwg o

But we could stop that comparatively fast, and people with whom iididn

work out, we dismissed themo (Predeces:s

From this it follows that the predecessor should not undermine the suc@essiitority through
challenging or changing his/her decisions by public accusations in front of the employees. Hereby, the
forerunner would question the succeésqgrosition and competence. Any agreements should be the

subject of mutual responsibiliyotherwise consequences for the succe&soeputation may not be

inevitable. On the other side, it could switch completely: when the employees sympathized strongly with
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the successor, the employees formed a coalition with the successor to protect and defeathbim ag
the predecessor. But, sooner or later, they expected the successor to start fighting back in order to assert
his/her position.
ASometi mes we would have expected a | it
successor,authtr note]l] 06 ( Em®Il oyee 10, Firm
The p r e d@)clegisinsate rpbveer particularly his/her position power, was also of great
importance. For instance, in one case (firm E), the employees very much encouraged the predecessor to
stay active in the business. It appeared to be difffoulthe employees to rethink and get used to the
successor as the new boss, because the former had been their superior for many years. This led to a
phenomenon that could be found in another case (firm K) as well, where the predecessor was still called
fbss o, although he had withdrawn fr omevensad busi ne
It seems that, despite the withdrawal from the business, the foreiiposition power did not diminish
overnight. Rather, the decrease in power was aragintj process.
i Wh e n I started wor ki ng her e, I had
predecessor. Because he simply was the
Especially in long lasting joint ei gn phases of the succession pr oc:é¢
power could become a problem for the parties i
comparedvi t h a Al i ght ho&seavd tdhndh tilbaaoyywccdasaréul d haj
far-reaching light now outshined the weak light of thecessdis buoy. The employees, following the
brighter light, took the predeceséoinstructiongor granted. This was confirmed by statements from
subordinates that emphasized the right of the predecessor to have the final say, for example when
difficult decisions had to be made. On the one hand, this indicates that, if the predecessor was broadly
accepted, his/her acceptance would exceed that of the successor. On the other hand, the @sedecessor
legitimate power can positively influence the successegitimate power because the subordinates rely
on the legitimizing aged opinion and trust him/her to have selected the right person. This always

assumes that the predecessor is willing to step back.

Anot her probl em was t h aeintensified b tha cgnfiderttey sympathyeand ect 0
admiration that the employees placed in their former superidfigure 2, this is referred to as (7)

referent poweraccording to French and Raven (1959). As many successoss in@pable of
contributing to the busine&sprosperity to the same extent as their forerunners wereddespgecially

in the beginning on account of their younger age, inexperience, and theinéwvel of seniorit§ their
performancevas naturally rated worse compared with the predecessors. Loyalty toward the predecessor,
appreciation of his/her former achievements and merits, and his/her dedication to the business might
therefore impede a smdobeginning and establishment of the successor because the latter falls short of

the predecessor.



Essay 1

40

Hence, a harmonious and trustful relationship between predecessor and successor determined by the

predecess@s ability to step aside, to delegate tasks aritks, to assign responsibility and authority to

decide cannfluence the position and acceptance of the successor in a positive way. If the predecessor

resisted withdrawal at first in some cases, it turned out to be a good strategy for the successpr to ac

the predecess@ position and to be patient instead of rebelling against it in order to assert his/her leader

position.

4.1.3 The successocontribution to their own acceptance

Research question 2 aimed at examining the succéssfiuence on their owracceptance. In the

interviews, their own behavior appeared to be very crucial regarding their personal standing in the

business. Likewisdsigure3 depicts the successémvn contribution to their acceptance. The following

paragraphs explain the identified influence factors in greater detail by considering the labeled numbers

of the boxes in the figure.
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As before, the successor is defined as thaély leaderof the family firm, who was appointed by a

legitimizing agentnamely the predecessor.

One of the most striking facts the employees mentioned hesndcessary (Qompetencef the

successor. In skilled craft businesses, this mostly refers to a suitable education such as an apprenticeship

or a master craftsman certificate in particular. But it also appeared to be important that the successors
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not oy possessed this technical expertise theoretically, but that they proved their professional skills
and abilities successfully to the organizational environmentp{(®f/succegs Often, the successors

were even better educated than the predecesdumey. not only held one or two master craftsfsan
diplomas, but had often studied, for instance, economics at university to broaden their economic
knowledge and to improve their management abilities. Hence, in cases where the employees perceived
the successs as highly and better educated than themselves, they also expected them to set a good
example and saw them as an idol. If the successors lacked this specific technical expertise, because they
had studied or received training outside th& s i nceaft, $hi® €ould lead to problems between

predecessor and successor and employees respectively:

il believe the employees think &n some
note] have not a clue of what | am saying anyway, so, sooner or later, this might
leed to (é) some kind of acceptance i ss

(Successor 9, Firm E)

However, concordantly with the firm size, the demands on the sucdeabditses increased. All
interviewees considered economic skills more important theraing firm. Still, in both bakeries with
more than 500 employees, the successors had completed their degrees in economics as well as acquired
profound knowledge in their craft discipline. Furthermore, the employees seemed to accept a lack of
craftsmanshijif this was planned from the beginning and if the successor concentrated on his/her own
business division, e.g., as business administration manager, not interfering in the edpftaiexs
Ailf somebody comes and saysgmylownhave no
thing here and you do your own thing thiremean, then things are clarified.
I know that he knows as much about baking as the man in the moon, Bt that
fine, as |l ong as he does a decent job i
Lacking prokssional expertise involved the risk of becoming dependent on the empkryaetedge
and willingness to cooperate. Especially in cases of both firm and family external successions, this
appeared to be problematic because it took a long time for thessacee get to know and understand
the internal business processes and products. A short duration of collaboration between predecessor and
successor worsened the situation, as happened in firm K, because both parties could not overcome their
lack of willingness to cooperate. To summarize, especially in the skilled craft sector, the existence of

solid professional expertise turned out to be essential.

Another big issue was the existence of4@gial skills Employees highly valued successors who were
commited to the firm and had an authentic personality free from arrogance, but characterized by
modesty. This led to trustful and close cooperation between them. Also, the successor was a place to go
for their (personal) problems and sensitiviti€eey appreated when the successor was receptive to

their problems and when fsbetook any legitimate concern the employees raised seriously.

AAt any time | can confide any concern



Essay 1 42

Certainly, this required sensitivity on the part of shhecessor for theell-beingof his/her employees:

AThey [t he e mdted yaecaealized ghattmiy leadership style

has more team spirit. | show interest in their opinion and deal with their
concerns. And | take notice if someone is energdyicddwn. My father

doest notice thato (Successor 9, Firm E)

Another important influence variable was the succéss@) commitmentto the business and its

products, driven by a hug@l) passionfor the craft discipline itselfOften, the successors and
predecessors were described as, havedevoedthemsgelves, nba
to the business. This led to high participation in thetdagay business, which was highly valued by
employees and seen as amenitment toward the business and toward themselves, because the
successors did not avoid Adirtying t Bspeciallyihandso.
the case of personnel or time bottlenecks, the employees expected the succesgelyttead a hand.

Accepted successors showed no haughtiness or arrogant behavior.

AHe i s always there. Even if the worst
production, he is always theredo (Empl oy
Al believe he [t hneo tseyc cseests ohri,s ahuwetahratr t o
Firm A)

Furthermore, possessing professional and social skills, commitment, and passion for the business led to
a sense of admiration from the employ@gswpoint. They often paid tribute to and respected the
suwccessor and identified themselves with him because he was often one step ahead. In French and

Raverds (1959) concept of power, this would similarly be declared agi@&ent power

In addition, the successors might yet have a certain amount of auttheeitio their position power
i nnatel vy, which was reflected in statements such
9, Firm G) or AThe boss is the one who payso (Fi
the authority of owneship (Finkelstein, 1992; McCollom, 1992) but, as the employees did not seem to
know about the proper distribution of the shares, ownership seemed to play a less important role. Other
bases of legitimate powsuch agegitimate reciprocity, legitimate depdence, and the equity norm did
not play the same important role as position power, but were mentioned by a few employees. Still, some
statements show that respect for authorities in superordinate positions exists by nature:
Al think, s twe lmavegdhis feelihgrobrespebt towardhpeople in a
superior positiono (Employee 15, Firm E
Also, just being present and always around gave the subordinates the feeling that the successor was
interested in the business. Simultaneously, it enabled hino/lsentrol and monitor outputience, this
control of group activity was another possibility for the successor to show his/her presence in the
business. In concrete terms, checking the returns from the daily exported goods manufactured in the

bakery or moribring of performance indicators such as the achieved customer turnover per employee
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in the hairdresser case were exampgksa successor paying attention to the business. Nevertheless,
exaggerating the right of control could lead to a reversal of thet difecause employees felt pressurized

and overmonitored.

Despite all the aforementioned required social empathy for the employees, the successors had to assert
themselves and be able to be harsh and strict when requirEiyuire 3, this is referred to as (6)
assertivenessThey had not always to act like wekkhaved new leaders tolerating inadequate
behaviod instead they needed to impose penalties and sanctions if necessary, e.g., if someone defied
them. This could even lead to the declaration of a written warning (oftegreement with the
predecessor) i f, for instance, a subordinate p

repeatedlyfailed to complete a task. By using coercive power, the successors earned respect.

Another facet of gaining acceptance refdrte the determinant (Qroup conformity which is also
mentioned by Hollander (1964). The employees expected the successor to preserve existing structures
andt o secure continuity. Similarly, they demandec
implement new ideas and innovations to ensure thédigxristence. This forced the successor into a
dilemma as he/she was only allowed to be innovative in a defined framework. Expected innovations
could refer to small improvements, but also to the dgweémnt of new products, organizational changes,
and process innovations. Still, mainly older subordinates seemed to have problems with accepting
changes. However, involving employees in the change process gained higher acceptance regarding
innovations thaexcluding them from decisiemaking.
AiWhen he has a new product in mind or e
the new combination. After that, we all sit together and test the new
confectionery or pastries. Tliatgreat. Is like trial and error. lit doesri

taste, we are allowed to say that. | mean, we have to sell it later, so we should
know and | i ke what we sell o0 (Employee ¢

The delegation of decisions and general involvement of employees by asking for their opinion were thus
highly appeciated and resulted in a relationship characterizedutyal respect and estee@ften, the

involvement of employees and open communication were part of the corporate culture. Continuing these

traditions and values can be seen as part of the suaisasspired grougconforming behavior.

il think, we have | ean hierarchical St
to a great extent. When we have our fortnightly meeting with all department
heads, everyone can speak hiEmplaggend and
15, Firm B)

In general, it can be said that the relationship between the employees and the new leader of the firm was
always subject t@8) role change Often, both parties knew each other from the suca@ssbildhood

on, and they were mostly on a faushime basis with each other. In the observed firms, the structures
were very familiar, traditional, and personal. But it was not observed that addressing someone formally

led to higher acceptance. More reledarre objective criteria for judging the new leader. So, becoming
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familiar with each other began with the entry of the successor into the business, often at an early age.
As said before, all members of the firm scrutinized his/her abilities criticallgaddated his/her skills.
It is selfevident that a role change had to follow: the successors developed from children to peers and,
after their official announcement as managers, they found themselves in a superior role. Hence, the
successors gained actamce in the long run by working hard for it, by showing commitment to the
firm, by caring for the employeésoncerns, and by proving their abilities and skills permanently. In the
case of a family external but firm internal succession (firm 1), this cbége appeared to be more
difficult for the employees, because the new superior was once a peer at the same level in the
organizational hierarchy.

AiCertainly, after | was appointed to th

everything thatwasgoimgn o ( Successor 7, Firm 1)
Another problem was the often considerable age differbatgeen the employees and the successor,
because they might not take advice from someone who was younger and apparently inexperienced. In
contrast this role change was noecessary with recently appointed employees. Because of their short
collaboration with the predecessor, the sussesvas their central contact person from the very
beginning. Loyalty was built more easily because those employees tended not to lotikeuiptmer

superior.
il am 46 and the employee has&Geatrved i
easyo (Successor 9, Firm E)
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An analysis of the succeséomccemnce dependent on the phase of handover is depickegure4.

It shows that problems regarding the succdéssegitimate authority only appeared in family firms
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where the predecessor still remained active in the busingksre the businesses were in the joint

reign phase. In contrast, cases in the withdrawal phase appeared to have better accepted successors.

Herein, the successor had the full authority to decitleowt the predecessor occasionally interrupting.

41.4

Af ter presenti t he

ng

conseqguences

of

Interdependencies between the predeces$srand the successas behavior

t he

predece

the latter insubchapterd.1.2and4.1.3 this section focuses on the specific research questionié) wh

aimed at examining the relationship between predecessors and successors and its consequences for the

new leadeds acceptance. IRigure5, those interdependenciase therefore depicted in an alternative

way. In contrast to the comprehensive moBajijre6), which will be introduced later as a consolidation

of the single figues presented so fafigure5f ocus e s

excl

us i

v el

y on

the Ar

former and the new leader. Furthermore, it provides an additional explanatidnyfeome successions

work out smoothly and others do not, because one single misfit at a certain stage entails further

aberration during the process.
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Again, with the predecessor as the legitimizing agent who selects the successor as the new leader of the

family firm, the (1)initial situationi s

set Wi t h

t to¢he lusiness,d¢he eally céitisal e nt r y

stage called the joiaeign phase(Cadieux, 2007)ften begins. Other authors have identified this

specific stage as very critical in the succession protess)g a high conflict potential due to the

contrariness and inconsistency of the predecéssord the succes$srinterest, views, and plans
(Breuer, 2002; Lansberg, 88).

As said before, (2)rofessional competene@mdsocial skillswere required from the successors. These

theoretically available resources were recognized by the predecabsatsen started to (8elegae a

few tasks and dutieentatively. Those tasks did not necessarily require a great amount of responsibility

or problem solving abilities. Rather, this was al{dyiprovingthe available knovihow in practice. Only
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i f t he s uc c e dransfarisgiheiraresbuecespirttospracice were ticcessfulvas (5)
competence trugireated on the part of the predecessors. The successors noticed that the predecessors
were willing to delegate more and more responsibility and that they were trusted, whichmcreased

their (6) commitmento the business and the products, boosted their passion even more, and fostered
their willingness to take over. Following from this, the predecessors recognized the true and intrinsic
wish of the successors to fill theshoes. Encouraged by their trust plairethe successors, they were

willing to (7) devolvemore and morepower and authority to decideto their successors, as the
predecessors were confident that the business would be in safe hands. The predecesehravedw
unconsciously in a way that (#gitimizedthe successors as future leaders of the company. They
strengthened their position further, supported them in front of the employees and other stakeholders, and
were willing to withdraw more and more.edédel ing
support, the legitimated successors developed a feelilif) akelfefficacyand seHconfidence and

believed that they coulslicceedhs future leader of the firm.

Having a closer |l ook at the afor emeresentedndeatl fir ea
process has consequences for the legitimizing of the future leader. For instance, if the successors have
no available competencies that are required, the predecessors will hesitate to delegate tasks because they
are not confident that the stessors will successfully fulfill the demand. Thus, the successors cannot
prove themselves in practice and are not able to achieve a feeling of success. In turn, no competence
trust is created on the part of the predecessors. A vicious circledstagtswccessors feel blocked,

inhibited, and therefore demotivated. Passion for the craft, commitment to the business and its product
are hard to show. Again, this leads the predecessors to retain all the power they have, not being willing
to devolve it as theyalibt that the business will be in the successafe hands. As a consequence, the
successors are equipped with no or less legitimate power. They do not feeinfieiént concerning

their role as future leader and doubt whether they can handle thesithateon with sole responsibility.

The success of the succession process is now in dispute.

Thus, deviating from the ideal process runs the risk of a postponed withdrawal from the business on the
part of the predecessor. But no matter which path theepesgdor and successor take during the-joint

reign phasé eventually the process is completed one day by thep(X0e d e ¢ e s whichh rhasks e x i t
the beginning of the withdrawal phase. The successor now has sole responsibility for the family firm.

Two impor@ant pointsshould be mentioned:

A defined point in timéor the succession could be identified as a further positive influence factor in the
study. Not only is a succession schedule with detailed steps and deadlines important for a smooth
succession thatarifies, for instance, legal formality issues, loan application discussions between bank
and successor, payment for shares of further heirs, determination of a purchase price in case of selling
the firm, or consultancy of experts from different institnioAlso, a fixed point in time appeared to be

helpful for fulfilling the succession plan and for facilitating withdrawal from the firm on the part of the
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predecessor. Corresponding with that were the transfer of shares or the st&geesurtion to the

managing director.

fiSo, we had three anniversaries: | was 75, the firm was 125 and my son was

30. Personally, | was not in such a hurry, but then we decided to make it,

because the dates fit well. So, he got 75% of the sharesrarstill holding

25%0 (Predecessor 8, Firm B)
This decision was often accompanied by {b@ announcemer f t he successords of
the firm. In the cases studied, this suppottedemployed¥feeling of acknowledging and accepting the
successor as their new superidhus, it appeared to be appropriate to announce the sudsessor
promotion to the director of the business in an official way in order to strengthen his/her position power
further. However, the employees were mostly not informed about the transfered shahe cases
studied. But the promotion or entry to the management board was often accompanied by a ceremony,
such asa barbeque or an announcement during a Christmas party, where the withdrawal of the
predecessor was simultaneously disclosed or whe#er retirement was announced. Still, the
employees noticed changes in the management board at the latest when modifications to official writings
were made, for instance on the pay slip. More informal ways of announcing were, for example, during
onthejob trainings or briefings held by the successor or predecessor, or when a new candidate was
informed during a job interview about the succession plan. For example, firm K had a very official
announcement based on the fact that it was a family extermallees firm external succession and the
employees had not been acquainted with the acquirer until then.

AHe (the s u&mte)guststood attheuwgallerpwith the predecessor

and introduced himself as new boss. He said a few words about handelf

how he plans to continue the business. We were addressed by our names and

he announced to conducteorone i nter vi ews with each

18, Firm K)
In another case (firm C)he employees were poorly informed, although it was a succdasionally
within the family. A possible reason could be that predecessor and successor could not agree about
continuing the business for a long time. In between, the business should have been liquidated, because

the successor did not show any commitmerwitingness to take over.

i | dakmaw, whether he has taken over the business. Nobody told me
anything. It was just said, he will take it over one day, but | have no idea, if he
has taken over it yet or noto (Empl oyeece

4.2 Results from the photogaphs

Photographs were taken of the offices of both predecessor and successor, if possible. In some cases, the
offices were not situated at the figanpremises but in a private apartment (firm H), and therefore no
photographs could be taken. The analysis Table 6) shows that a differentiation has to be made
depending on the status of the handover. It could be seen that, ingigntphases, both predecessor

and successor mostly had common offices. Redsortkis might lie in better possibilities for sharing
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knowledge and information, for showing the sucoeske ropes, or just lack of space. Although the
immediate spatial proximity could be problematic, shared offices did not constitute a problem if the
relationship between predecessor and successor was harmonious in general (firms B, D, and F). But if
ceriain substantial differences existed (firm C), it could happen that the successor wished to have his/her

own office or for the predecessor to disappear from thexigite.

Firm Photographs Oown Oown Shared own desk Succession | Type of Duration of
taken office SC | office PD office phase handover | collaboration
A Yes Yes Yes No Yes joint-reign _fam|ly 4 years
phase internal
joint-reign family
B Yes No No Yes Yes phase internal 10 years
C No No No Yes Yes N _family 12 years
phase internal
joint-reign family
D Yes No No Yes No phase internal 13 years
E Yes Yes Yes No Yes N _family 13 years
phase internal
F Yes No No Yes Yes joint-reign family 5 years
phase internal
withdrawal family
G Yes Yes No No Yes phase internal 19 years
H No n/a n/a n/a n/a Tiime ] _famlly 13 years
phase internal
family
| No Yes No No Yes Tiime ] extgrnal, 28 years
phase firm
internal
family
K No Yes No No Yes vl el extgrnal, 6 weeks
phase firm
external

1 SC = successor (abbreviation), 2 PD = predecessor (abbr.)

Table6: Overview about own and shared offices of predecessor and successor (photographs

Firm B represents a case with shared offices: on the day of the suGedéBoial announcement as
managinglirector, the predecessor left his desk and moved to the smaller one where the successor used
to sit. The exchange of desks, although still in the same office, was a symbol of the pre@ecessor
willingness to step aside and transfer power to the succéastinermore, this action was visible to
everyone because of the transparent office glass doors. It was interpreted as a sign to the subordinates
that the successor was now officially their new boss.
AThey even share of fi cdayofhandingoveethec h ot h «
business, the senior stood up from his desk and moved to the smaller one in
the corner. Andhedoe&n mi ndo ( Empl oyee 15, Firm B
Only in two jointreign cases did both predecessor and successor have separate offices: in ima case (

A), the office building was rebuilt anthus, there was enough space for both predecessor and successor
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to havetheirown of fi ces. The | ettering fAcompany managEe
rooms were opposite each other, which shows kimasticcessor was treated identically, at least from a

spatial point of view and regarding appearance. In the other case (firm E), the successor preferred single
offices. Owing to the difficult relationship between transferor and heir, the successordtfaeasédred

offices might end in disaster. In both cases, it was not yet foreseeable when the predecessor would retire,
which might also be a reason for establishing separate office&ppendix 8, some exemplary

photographs are provided that give an insight into the office sitsaifgredecessor and successor.

When the succession process had progressed to the withdrawal phase, in all cases studied, the
predecesss no longerhad had their own offices (firms G, I, and K). It is then obvious that the
predecess@ withdrawal from the business is completed through him leavitigehiffice. Giving up

a small space of powé&rthat is the officd and transferring it tahie successor (the predecessor moves

out, the successor moves in) is a symbol for retiring from the active business and assigning all
responsibilities to the successor as the new leader of the firm eventually. Furthermore, the predecessors
only returned tdahe business in their role as visitor or consultant, not entitled to have their own room,

desk, or any spatial demands.

4.3 Results from the IPI

4.3.1 Preliminary analysis of the IPI
Although prior research has shown that the IPl is a valid and reliable instruRamein(et al., 1998), a
factor analysis was carried out. After that, the components generated had to be examined for internal
consistency by calculating Cronbdstalpha value (Cronbach, 1951). As the German version of the
guestionnaire thnot been proven before, a principal component analysis had to be conducted in order
to verify that the items load on the same factors as in the original English version (Raven et al., 1998).
Another reason for proving the reliability of the instrumenhét the survey was applied in a different
environment. In contrast to the original version, which was tested with American students and Israeli
health workers, this survey was conducted with enterprises from the crafts sector in an organizational

context.

To begin with, the Bartlels tests showed-yalues <0.05 for both samples, which means that
correlations between the items differ significantly from zero (Bortz & Schuster, 2010). This is a
necessary condition for operating a principal component araliksi a further statistic, the Kaiser
Meyerfi Olkin (KMO) measure of sampling adequacy was calculated in order to determine whether the
data were suitable for a principal component analysis. Regarding the predscesspie, the indicator
showed poor butill applicable results with KMO = 0.54 (Bihner, 2006, p. 207). In contrast, with KMO

= 0.46, the succesgbrsample showed insufficient results for conducting a factor analysis. Nevertheless,

for both samples, a component analysis Wighimax rotation wh Kaisemormalizationvas computed.
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As the 11 power bases that were revealed in the original IPl were known, no screeplot had to be
calculated in order to identify theumberof components (Buhner, 2006; Catell, 1966). Instead, 11

factors were simulatesls a hypothetical model. The principal component analysis for the predéeessor
sample revealed 10 factors with eigenvalues > 1.
as the Guttmadriaiser criterion, which is a predictor of common factorise TL1th factoequaledan

eigenvalue of 0.93, which is nearly 1.0. Regarding the sucésssonple, 10 factors were identified as

we |l | with eigenvalues above 1.0 (factor 1 = 10.
adjusted. The 11th factoclsieved an eigenvalue of 0,8t every item could be matched with a factor
unambiguouslyln both samples, the factor analysis yielded only moderate results: in the predécessors
sample, five items could not be summarized, whereas in the sucéesmogpe, four @mponents

remained unexplainedJsing a seveffiactor hypothetical model, according to Raven dg]1998)

identified factors, revealed less robust and distinct results and could not solve the problem as well.

Nevertheless, the internal consigtg was calculated by pooling the items according to the original
guestionnaire using Cronbashalpha (Cronbach, 1951). Here, the factors revealed reliability
coefficients ranging from very good (®samle0. 85, f
to poor (U = 0.45; factor B esgiple) i (sedppendix®@)olai t i on
particular, the factors legitimate poweretiprocity (both samples), referent power (both samples), and

the aforementioned legitimate power of position achieved critical values. Thus, the decision was made
to exclude all items in each component where an increase in Cra@slapha above 0.1 calbe

achieved. In the predecesdisample, items 8 (personal reward power, improvement: + 0.24) and 2
(legitimate power of position, improvement: + 0.25) were defetidns 2 (legitimate powerof

position, improvement: + 0.)&nd 8 (personal reward pew improvement: + 0.14) were also removed

in the successadissample and items 18 (personal coercion power, improvement: + 0.16) and 32
(legitimate power of raprocity, improvement: + 0.11Hence, the risk of excluding information by
deleting items fronthe survey was accepted and compensated by achieving higher reliability values.
Interestingly, item 8 congruently loaded higher on another factor in the original IPI (Raven et al., 1998,

p. 314), but was still retainday the authorin the factor personakward power.

Af ter accomplishing this procedur e, al | factor
(predecess@ s ampl e) and d&Jsample)) now 8chidvesvaloes asve @55 and provide

still poor, but at least sufficient, internal @istency values. In accordance with Cortina (1993), a smaller
number of items can deflate the requested alpha value, and a value at minimum 0.4 is accepted when
the factor consists of only two or three items (Cortina, 1993). This means that the achiegsdra

still adequate and usable.

As mentioned before, Rav@nlatest approach differentiated the legitimate power into four categories:

legitimate reciprocity, equity, dependence, and position power (Raven, 1992). According to the assumed

8 Interestingly, items 2 an@l could nothavebeen allocated clearly in the factor analysis before.
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research quesin, the proxy for the acceptance of a leader is represented by his/her legitimate power as
a whole, whereas all four bases of legitimate power were aggregated into one legitimate power base for
later regression. The Cronbdshalpha values showed satisiyy r esul t s with 60 = 0.

sampl e) a(sudcesSosammd. 8 2

4.3.2 Summary statistics
Some59.5% of all respondents reported that the businesses they worked in were in theigminghase,
with 30.5% inthe withdrawal phase. Consistentimihese frequencies35% of the predecessors were
not active in dayto-day-business, 24% only partially, and the majority of then61(0%) were
integrated completely, which is reasonable when considering that the majority of the family firms found
themselves in the joirreign phase. Consequently, almost one third of the successors were only partially
integrated, whereas9%% were fully active. Corresponding to these findings0% were already
appointed as managing director. The differenc8.5% might be explainable given that being fully
active in the business does not necessarily rhasimgall official authorities assigned. Nevertheless, it
is interesting to see that,48.7% of the cases, the successorsmtitlyet own capital shares, 320Zad
shares up to 50%, and only.2% possessed more than 50%. This shows once more that succession is
a long process often with diminutive steps. Althougt®% of the successors did not own the majority
of capital, 8% were still appointed as managinigedtor,as saicabove. B.6% of the successions that
took place were family external, whereas the majority of the firms were handed over to a family internal
member (8.4%). Furthermore, Z.6%of the evaluated successors were md&ei% female; in contst,

88.1% of the predecessors were male and ohl9% female.

Some 78% of the respondents collaborated with the predecessor on average for longer than 5 years,
but only 27.1% reached this duration of cooperation with the successor. The maj&2yo)dof the
respondents worked with the successor i@ fears. Also, the collaboration with the successor was
often closer (8.7%) than with the predecessof7(8%), which shows that, in the firms considered, the
successors still had a certain amounauathority to decide or the predecessor seemed to be willing to
step aside. 58% of the respondents were male aiid% female. 40% had an executive job position,
whereass9.3% were in no managerial position. It can be assumed that respondents witicativex
position work as foremen or master craftsmen, whereas the employees with no managerial position are
often skilled workers. Furthermore).2% of the employees questioned were between 21 and 30 years

old, one quarter between 31 and 40 years, ari¥¥Gwere older than 40 years.

4.3.3 Control variables
As said before, different control variables were inserted in model 3, which will be explained in the
following. Their mean values, standard deviations, and a short description of each of them are depicted
in Table?.

The control variables include the degree of the succdssodsthe predecessdiavolvement in the

daily business, because the interviews revealed thaktbat of their personal engagement in the firms
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differs widely. Even firms in the same stage, as for example in therggm phase, had very different

levels of involved successors and predecessors. It can be argued that a very active successor in

combnation with a passive transferor has a different influence tne

versawhich is why it was controlled far h e v a Enmibedding eS&€ & Brubedding_PD.

Variable
Embedding_SC?

Embedding_PD?

Closeness_Collaboration_SC

Closeness_Collaboration_PD

Length_Collaboration_SC

Length_Collaboration_PD

Capital_Share_SC

Executive_Director_SC

Age E3

Description
Involvement of successor in day-to-day-

business in 3 categories; reference category:

2 = SC completely involved
Involvement of predecessor in day-to-day-

business in 3 categories; reference category:

2 = PD completely involved

Dummy = 1, if collaboration between
successor and employee is not very close, 0
otherwise

Dummy = 1, if collaboration between
predecessor and employee is not very close,
0 otherwise

Duration of collaboration between
respondent and successor in 5 categories;
reference category: 2 = 17 3 years

Duration of collaboration between
respondent and predecessor in 5 categories;
reference category: 4 = longer than 5 years
Capital shares of successor in 3 categories;
reference category: 0 = SC does not yet
owns shares

Dummy = 1, if successor is managing
director, 0 otherwise

Respondents' age in 4 categories; reference
category: 3 = older than 40 years

succes s andvcs

59

59

59

59

59

59

59

59

59

Target subject
(PD, SC, E)

Mean

1.69

1.47

0.37

0.53

2.60

3.61

0.86

0.61

2.33

SD*

1 SC = successor (abbreviation), 2 PD = predecessor (abbr.), * E = employee (abbr.),  SD = standard deviation (abbr.)

The control variables Age_E, Length_Collaboration_SC/PD, and Closeness_Collaboration_SC/PD originate from the

respondents' data in the survey; all other control variables are based on the qualitative data generated in the interviews.

Table7: Description of control variables

0.464

0.728

0.488

0.504

0.990

0.766

0.819

0.492

0.803

accep

Also, the closeness of collaboration between the employees and their superiors might have an influence

on the acceptana# the new leader. The closer the cooperation between subordinate and superior, the

more the new leader might be perceived as superior and thus become accepted. Furthermore, the

employee8perception regarding their superior might, for instance, alsofloemted by his leadership

gualities. A close cooperation with a decent boss might be perceived more positively and result in a

positive working climate. Working for two equal superiors, which can be the case during successions,

might also be difficult fothe employees as a consequence of feeling caught between two stools. Thus,

t hese aspects wer e al so i Closeheasd Golthboratian_$Cc oonrt r o |

fiCloseness_Collaboration_RD.

Furthermore, the focused interviews revealed that it can hbeulliffor the successor to establish a

relationship especially with older employees because of their longer period of employment. These
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subordinates often seemed to be strongly focused on the predecessor and accepted his/her opinion and
instructions rathethan the succesdstr The longer it is, the more problematic it might become for the
successor because the employees still pengtoei ve t
of Collaboratiod wi t h t he pr edec es sdudedinthesregeesson. Asdhisefiead | v ar
is expected to diminish over time with increasing length of collaboration with the successor, a control
variable regarding the successor was also includlesh@th of Collaboration S&) . Cl osel y | i nk
these guments is the employeggs ge, whi ch positively cAge Beliastes
included as a control variable.

As Finkelstein (1992) showed, the ownership of capital shares can enhance the position power of
superiors and strengthen their pios. Many authors recommend that the transfer of capital should
happen concurrently with leadership succession in order to empower the new leader (Barach &
Ganitsky, 1995; Churchill &Hatten, [1987] 1997 Le BretonrnMiller et al., 2004. Thus, it might

influence the successdacceptance if they already hold shares in the company or not. Although in most

of the cases in this study the employees were not informed about the transfer of capital shares, it was
factored into the regression as the control vatia€apifal Share_S¢€ . As c o urbmithebe see
interviews, the early announcement of the successor had a positive influence, which was realized, for
instance, by appointing the successor as managing director. This possible influence is displayed by the

v ar i Bxedutive Director SE .

4.3.4 Testing different models
The research questions 1 and 2 in Chaptewere tested with a multiple linear regression model. The
dependent vlegtimatbpower Succesgpr defpi cting the successor
a synonym for his acceptance araputation in the firmTherefore the single factors legitimate
reciprocity, equity, dependence, and position power were aggregated to an overall legitimate power

baseTable8 provides all relevant results from the different regression models that were calculated.

To begin with, irmodel 1, a multiple regression with a stepwise entry of the independent variables was
calculated as no eante hypotheses were postuth{€ield, 2013). Although the stepwise entry method

is viewed critically in the literature (Field, 2013), it is the only possibility for analyzing data when no

hints exist. The regression revealed that the predeée$sgitimate power was of the greatesiuence
(coefficient0.8, signi ficance at l1a | evel). Tolaecepaicyg , t he
is carried out similarly to that of the successor by aggregating all four different bases of legitimate power

into one proxy variabl¢ x Legitiniate power predecessyr . Further mor e, the pre
power played a significant role @ 0.01). With a negative coefficient af0.10, the predeces
knowl edge contributed to a decreasethpe thecsBasO0E
expert power, which was highly influential according to the findings from the focused interviews, did

not show a relevant effect. Il nstead, the success

becomes positive (042 with p < 0.001. This means that the more the employees find the successors
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l'i keabl e, the higher is the successorsbé accept

( néferent power predecessdishows a negative valueid.15 with a 2% significance.

Based on model 1, a furthewodel2was cal cul at ed, where the predece

divided into its single components. Here, thevRiie amounts to 019 and is almost equéab that in
model 1 (R2 = 0.98). All four single legitimate p@wer components sum up to coefficient values 0£0.9
which also gets close to the value in model 1 (legitimate power predecessay.3r0d@tail, it can be
said that the predecessblegitimate power ofeciprocity(0.26) has the greatest influencellfoved by
legitimate power oéquity(0.24), legitimate power oflependenc€).21), and legitimate position power
(0.20). All these variables are significant ak@.001. Compared with model 1, the influence of the
predecessoéeexpert poweri(0.11) stayed approximately at the sameeel, whereas referent power
increased a biti 0.16). Indeed, the influence of the succeséoeferent power ioreased slightly in

model 2as wel| upto 0.2/ (vs. 0.24n model 1) at the same level of significance.

Including the aforementioned control variables #&=3 Table7) causes no gat change in R2, and no
control variable has influence at a significant leveln#xlel 3in Table8 shows, the coefficient of the
variablefilegitimate power predecessuncreases slightly (04, while thecoefficientsfireferent power
successar (0.27) andfireferent power predecessoii 0(18) show a slight intensified effecompared

with model 1 Furthermorethe coefficientiexpert power predecessoii 0(07) decreases and eéonot

show a significant influence any mork summary, it can be said that models 1 and 2 seem to be a very
robust approximation for the influence factors on the sucdissaoceptanceéOnly the predecessisr
expert power, which stands for the predecéssmmpetence, could not hold when insertime control

variables in model 2.

As mentioned before, the succegsaexpert power did not show a significant effect in the stepwise
regression, although it appeared to be a very important influence variable according to the findings from

the focused iterviews. Thus, by using the forced entry method, regressboiel 4includes the variable

flexpert powersuccessorn or der to examine its influence on

variableneither showed an effef?.01) nor was significantd = 0.D).

t
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y= Legitimate Power Successor: (1) (2) 3) 4)
Legitimate Power Predecessor 0.929%** 0.944** 0.928***
(0.000) (0.000) (0.000)
Legitimate Power of Equity 0.241%**
Predecessor
(0.000)
Legitimate Power of Reciprocity 0.260%**
Predecessor (0.000)
Legitimate Position Power Predecessor 0.203***
(0.000)
Legitimate Power of Dependence 0.207***
Predecessor (0.000)
Expert Power Successor 0.007
(0.897)
Expert Power Predecessor 10.100** 10.108** 10.073 10.105
(0.005) (0.003) (0.133) (0.059)
Referent Power Successor 0.242*** 0.273*** 0.269*** 0.240***
(0.000) (0.000) (0.000) (0.000)
Referent Power Predecessor 70.152** 70.160** 70.177* 10.149**
(0.004) (0.004) (0.004) (0.009)
Embedding Successor Yes
Embedding Predecessor Yes
Closeness Collaboration with Successor Yes
Closeness Collaboration with Predecessor Yes
Length Collaboration with Successor Yes
Length Collaboration with Predecessor Yes
Capital Share Successor Yes
Executive Director Successor Yes
Age of Employees Yes
Constant 0.078 0.178 0.27 0.074
(0.700) (0.445) (0.947) (0.718)
Observations 59 59 59 59
R-squared 0.908 0.910 0.938 0.908
Adjusted R-squared 0.901 0.898 0.905 0.899

Multiple regression model
All models are significant (p<0.00); *** p<0.001, ** p<0.01, *p<0.05

Table8: Multiple regression models

In order to deepen thenderstanding of the influence of the predecésdepitimate power on that of

the success@, a further analysis was made. It is assumed that highly accepted predecessors have rather
legitimated successors than less accepted predecessors. The pavrtheyeource of authority has
already been mentioned in the literature (Bass & Bass, 2008; French & Raven, 1959). Thus, an
independent samplegdst was conducted. This enables identification of the significance of variances

in mean values stemming frotwo groups (Field, 2013). Therefore, a null hypothesih&$ to be

added, whereas;Heads as follows.

Ha: A successor, whose predecessor is highly accepted, holds a higher acceptance level than a successor

whose predecessor is less accepted.
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Ho: A suceessor, whose predecessor is highly accepted, holds a lower or equal acceptance level than a

successor whose predecessor is less accepted.

A t-test requires normally distributed populations, which was tested with a Kolmd&wniwiov test,

and approximatelhequal variances. The oample KolmogorovSmirnov test confirmed the null
hypothesis for each variable. Hence, both populations are normally distributed. Furthermore, standard
deviations showed almost equal values (both legitimate power levels: 1.02perdix 10). A cut

point of 4.0 was determinddr the degree of the predeces$arseptance because this marks the middle

of the applied Likert scale.

Independent Samples Test

Levene's test for equality

of variances t-test for equality of means

. . . Mean
F Sig. Sig. (2-tailed) difference
Legitimate power | £, 5| variances assumed 0.018 0.895 0.000 1.57848

successor

Group Statistics

Legitimate power N Mean S_td._
predecessor Deviation
successor <4.00 22 3.0170 0.65902

Table9: Independent samples test and group statistics

From a descriptive standpoifitable9 shows that the successblegitimate power mean values differ
from 3.02 (for predecessadiggitimate power <.0) to 4.60 (for predecesséhsgitimate powe© 4.0).

First of all, the levenés test for equality of variances was calculated. At a significance level of 0.895,
equal variancesanbe assumed. The twailed significance level amounts to 0.000, hengbas to be
rejected. As a result, ;Hcan be confirmed. Successors whosed@cessors had a higher level of
legitimate power@4.0) achieved higher levels of legitimate powess( 4.60) than successors with

less accepted (< 4.0) predecessots(x 3.02) at a significant level.

4.4 Integration of the methods into a theoreticaframework

The overall research question was to identify the factors that influence the legitimization of the successor
in family businesses. In detail, it should be examined what influence the predecessors as legitimizing
agents have on the succeséarseptance, and what the successors can contribute themselves. Whether
the successors are accepted by family members or other shareholders in the business besides their

predecessors was not considered in this paper.

The findings from all methods applied ingistudy have now been summarized and portrayed in the so
calledTheoretical Framework of the Successdregitimization in Family Firm Successi@i. Figure

6). Thet ri angul ation of different quantitative and
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about the issue of the study which is broader than the single approach provided, or to mutually validate

the findings of both approacheé-lick, 2009, p. 30). Acor di ng to Kell e and Er:
measuring from different points may mean that the same social phenomenon is treated by different
met hodso (p. 174) . In this context, di f serent
acceptance werdaborated using interviews, photographs, and a survey. Furthermore, it might mean
that nAdifferent aspects of the same phenomenon o
p. 174) are treated in order to unify the picture. This was, for irstaealized by considering more

bases of social power in the IPI in contrast to the interviews, which focused mainly on the sole legitimate
power. Next, the photographs provided a differentiated picture of the power relationships between both
leaders by amunting for symbols, which could not have been discovered in the same way within the

survey or the interviews.

Development process

l Role changes

Legitimizing agent Legitimizing process Acceptance ofthe

appointed leader

cf.4.11

- Suitability and reasonableness
- Official announcement
- Defined point in time

Predecessor's behavior and
resources

- Legitimate power

- Withdrawal: delegating tasks
and duties
- Devolving power and
authority to decide
- Trust in successor
- Smart conflict behaviour

Successor's behavior and

cf.4.1.2

resources

- Position power
- Proof of competence and
willingness
- Social skills
- Commitment and passion
- Assertiveness
- Preserving existing structures
- Innovative behavior

cf.4.13

T

Development process

Role changes

Identification/ Idol

Referent power

Figure6: A theoretical framework of the successdegitimization in family firm succession

The frameworkillustrates the different influence factors and their interrelationships that lead to the
successds acceptance as futueader of the firm angrovides no differentiation between the various
perspedves of the persons interviewelth contrast td=igure 1 andFigure5, the framework includes

the employedsperspective as well and does not differentiate between the different succession phases.
It also contains a condensed version of the prededssfogure 2) and success® (Figure 3)
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contribution to the lattés acceptance. ThuBjgure 6 summarizes in general what has already been
presented in the previous chapters by integrating all viewpoints and components. The carsofidati

all perspectives has certain advantages as, for example, a more objective view can be provided. Although
predecessor and successor might have different explanations and perceptions than employees, and vice

versa, a more reliable point of view is presentedrtiight be closer to reality.

5 Discussion

This paper deals with the question of identifying influence factors on the sudsessoeptance in

family firm succession. Findings from qualitative focused interviews, photographs, and a quantitative
survey embedied in a case study research design are condeneedtiveoretical model that illustrates

the identified influence factors. First of all, it remains difficult to say which determinant has the greatest
influence on the succeséeracceptance. On the onigles the predecessor can contribute much by
showing appropriate behavior. On the other side, the successor seems to have to fulfill some necessary
preconditions to get a chance. Even if the predecessors in their role as source of authority highly

Air ecoddmetnheir successors by appointing and suppo
demands. For example, they need to be skilled in both professional and social matters. In fact, many
factors contribute and influence each other simultaneousligting a dynamic process that will be

discussed in the following.

At the beginning of the legitimizing process, the predecessors deal with the question of the sccessors
suitability. This fits with the fact that the individuaMvishes and strengths becermore and more
important (trend toward individualism) and that the concept of primogeniture, which describes the
transfer of the business to a family internal heir, seems to have become extinct nowadayg (Halter
Schréder, 2010)This can be proven at aby numbers for the skilled crafts sector, where 58.8% of

the successions took place family exteind201Q and only 41.2% of all businesses were handed over

to a family internalperson (Mdiller et al., 2011). Thus, the predecessors scrutinize thesarscand
undertake a kind of objective selection process to prove whether the aspirants are sufficiently able and
competent (Filser et al., 2013). Breuer (2009) suggests that this even happens at an early age. If this
initial suitability test is passedhe next question arises: is it in general reasonable that the candidate
takes over the business? Because the transferors found themselves in a permanent dilemma between
managing the business and being a good parent, they know that the successorserierasuthildren

from their clash of roles. The time entrepreneurs spent on the business was simply not available to the
family (Breuer, 2000). It can be regarded as a sort of protection from the dilemma the predecessors went
through as owner and parengthselves. Nevertheless, if the predecessors conclude that their successors
are able to take over the business, this increases their commitment toward and trust in their successors.
It can be seen as an initiating step in their function as legitimizingagmultaneously, the successors

judge the situation and evaluate constantly whether they can imagine this way of living (Breuer, 2000).
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Also, other possibilities are evaluated, such as, for instance, starting a career in a family external
business. Thesare then compared with the possibilities the family firm offers. This process of
evaluating could also be found in the interviews in this study, especially in cases where the successors
found a difficult market environment and were not sure whether wueyd succeed or not. These
considerations are described as fAcontext factors
that a change in market conditions or an expected decline in firm performance might reduce the

successds willingness tdake over.

In this study, most of the successors sigdfibm their early childhood on whether they were interested

in and willing to take over the business one day. This includes being around in the business as a child,
helping out or working during school holidays, and pursuing a career that fits into fiheocraxt
(apprenticeship as well as master craftsman educ
by joining the firm during summer jobs as a worthwhile strategy for gaining credibility (p. 54). Sharma

and Irving (2005) discussed in thefudy antecedents and consequences for the sudsassomitment

to the family business. The findings in this paper concerning the sudsesgmals fit into the four

mind-sets that the authors have identified. The succ@ssadlingness to follow cabe seen aaffective
commitmenand i s fidesire basedo (Sharma & Ilrving, 200
can be described a@sperative commitmerda nd mi g h't al so be called fAocit
(Carson, Carson, &edeian 1995). Also, a sense of obligation to continue the business could be found

in the interviews. Thigormative commitments fil ar gely based on expectat
their role in the business rather than an intrinsic desire to contribtutete  f i r mo ( Shar ma &
p. 15). It simultaneously poses the question whether there can actually be something like voluntariness

to succeed. Breuer (2009) describes this as a i
successorsareawy s i nfluenced or even compell ed, even |

makes you happyo are said.

Barnes and Hershon (1989) argue that incumbents mostly do not devolve power and responsibility to
their successors as long as they are alive and prieséime business. This results in long phases of
Acohabitationodo (Breuer , &f@lng & lincertdinty and,incgeneral,stansls t h e
for contrariness and inconsistency of the predecéssoid the succes$srinterests, directiongnd

strategies (Breuer, 2002). The findings of this paper reveal that it is not always negative or
disadvantageous if long phases of collaboration take place because intrinsic knowledge can
transferredmore easily. Nevertheless, a defined point in tidedinitely facilitates the succession

process, because it forces both sides to initiate and execute certain steps necessary for an effective
succession. Filser et al. (2013) <confirm that [
succession attrear | i est date possibleo (p. 272). Deadlin
tasks, and steps. The early establishment of a succession plan including upcoming steps and actions is
therefore often mentioned in the literature (Dyck et al., 2B@Rdler, 1990; Lansberg, 1988; Le Breton

Miller et al., 2004; Sonnenfeld & Spence, 1989). Moreover, it gives the successor a sense of security
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regarding the succession. Being supported and legitimated by the forerunner results in a feeling of self

efficacyand selfconfidence, as was shown within the legitimizing process in this study.

Accompanied by this is the official announcement of the sucasss@art in the business. Often, the
successor has worked in the business before, but the promotion to mgamgictor, which
simultaneously means that the predecessor steps aside a little bit more or even withdraws, offers an
opportunity to get things formalized. In some cases, symbolic procedures took place such as, for
instance,a barbeque or company partiesll in all, it can be said that making it official fosters the
acceptance of the successor. As Breuer (2009)
conseguences for the predecessor and the successor. Both might feel more secure regandimgetheir f

life: while the predecessors can more easily retire from the business and look for alternative life tasks,
because they have the security that the business is going to be continued, the successors can start making

concrete plans arbto,ute nthrea pr din enwdreipaelndvent ureo ( Br

The results concerning the predece&sbehavior correspond to findings in the literature, where the
predecessors take the role of a supervisor in the beginning by assigning tasks while being tia@emmed
superior, by giving feedback, and by correcting mistakes (Cadieux, 2007). Also, that the predecessors
remain active in the firm and are in charge of specific tasks might be caused by their long lasting and
sole responsibility for the business in tresp Frequently, the successors do not want to exclude them
from their life work (Cadieux, 2007). By proving their competence, the successors grow into their new
responsibilities, which simultaneously disburdens the predecessors. Thus, the predesitisdmawal

from the business gradually empowers the new leader, showing that the successor has proven his/her
abilities and the predecessor trusts him/her. Chrisman et al. (1998) also identify trust as an important
variable in their study about importantréttites of the successor for an effective succession and regard

it as even more important than competence. In this study, trust on the part of the predecessor in his/her
successor has been identified as a condition sine qua non. Furthermore, Goldbergotdrdl ¥

(1993) have shown that the incumbisntonfidence in the succes&owmwillingness to take over the
business is correlated with the predecassease in empowering the new leader and transferring his/her
authority to hindher. In the interviews inthis study, these aspects have also been discovered: the
predecessors recognized over time whether they could rely on their successors and whether they aimed
at ensuring the general good of the company. If this was approved, the predecessor was ngpte willin
devolve the autonomy to decide to the successor step by step. Confidence and mutual trust is also one
of the influencing factors that Koffi and Lorrain (2010) mention in their study. It is obvious that this is
also a process because the predecesd$ionatistep aside right from the beginning. More likely, after

the entry of the scion, the incumbent acts as a coach by introducing the successor to the operating
processes, by transferring knowledge, and by introducing him/her to all stakeholderscdarteeof

the jointreign phase, the roles then change to the predecessor as a mentor and consultant, whereas the
successor also moves into a new role, as Handler (E#DBriickner (2011) haveeve al e d: ATl

owneis role adjustment is therefore definadterms of a diminishing level of involvement and
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authorityo (Handl er, 1990, p. 43). Taking over f
easier for the employees to perceive the successor as head of the firm on an equal footinghbgcause t

do not view t he s umaeeRnsliogs in this pager révbakthepedecdessar asyan
initiator of this role development and identified his willingness as indispensable. The process is
completed by the predeces®oretirement from thérm, as findings from the photograph section in this

paper also reveal. The predecess@iral withdrawal was accomplished by giving up their offices,

which empowered the successor to become an independent and effective leader. Goldberg and
Wooldridge (P 93) stated in their paper that neffective
predecessor is stild!l involved in the businesso (
where the successbracceptance was highest in casesratipe predecessor had already left the

business.

Empowering of the successor also means that the predecessor protects the successor from all doubters
who might want to harm him (Koffi & Lorrain, 2010) and that he is loyal to him in any case of conflict
(Cadieux, 2007). This behavior could be observed in this study concerning male predecessads as well
and not only in conjunction with women business leaders, as Koffi and Lorrain (2010) argue.
Furthermore, the development process, which was observed indbesttaies, mainly referred to
behavioral patterns regarding family tradition and roles. In some cases, it was difficult for both
predecessor and successor to leave manifestedifedhesr fathdrdaughter roles and to become equal
partners. A reason fahis might lie in the difficulty for predecessors to get rid of fatbbild patterns

that had worked in the family system, but turned out to fail in the business environment (Breuer, 2009):
AYou remain the child i n per pthepatiesthagve to (istngage e s s or
themselves from their initial roles as parent and child and develop an equal partnership free from past
behavioral patterns. Otherwise, the successor might also be perceived as an everlasting child on the part

of employees, wibh endangers higerlegitimate position.

As mentioned before, legitimate power is described as theanogilex source of power, but also the

most effective one in achieving influence (French & Raven, 1959). From the findings across all methods,

it could be deduced that the predecessors often inherit and maintain an enormous amount of legitimate
power, particularly position power. On the one sitle, attribution or possession of legitimate power
empowers the predecessor as legitimizing agent to choessutttessor. In particular, this was
impressively seen in the survey results (IP1), where the legitimate power of the predecessor had the
greatest influence of all/l variables on the succ
large amount oflegitimacy simultaneously had successors with high legitimate power. Thus, the
successorb6s |l egitimate power was a direct reflec
(Bass & Bass, 2008). On t he qthaiishisknswledge, expertises pr e d
and skills, negatively influenced the succe@sacceptance. Moreover, a high level of identification or
idealization on the part of employees with the predecessor (referent power) affected the €sccessor

position negavely. In other words, the predecessor often remained the senior boss with a wide influence
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based on his/her former formal positiorven if he/she had withdrawn from the busind$ss is a

result of many factors, for example, the huge knowledge andhwdakperience the predecessor holds,

or simply because the predecessor has been their boss for a very long time period and the subordinates

often hold close relationships with him, as Lans

influencewas descri bed as a fAlighthouse effectod in

Nevertheless, the successdrave to develop their own positions in the business by showing

commitment and passion. Instead of sitting in a-fegthered nest, proving their abilities can be a long

andsometimes exhausting job. An interview excerpt from Siegier( 2001) st udy conf i

there is a family business, your father can give you some credibility, but you also have to build it for

yourselfo (p. 271).

What can the successors now conitgbthemselves? The competence of the future leader has already
been mentioned as one determinant for gaining
of this study therefore conform to existing psychological theory, as the professiondisexptthe
successor could be identified astaking factor for proving oneself as adequate for the position as new
leader. Although measuring competence is difficult, different studies from succession literature involved

t h

¢

proxiessuch asieduc atxipemd ,enfte in family businesso, nex|

Aifinanci al skill so, Afitechnical skill so, and ot he

technical skills, experience outside the family business, and educatiormesteémportant. What
cannot be proven is whether the evaluation of the sucéessmnpetence is independent from the source
of authority or whether the predecessosuitability test is one precondition for the employees to

consider the successor as alithough Read (1974) supposes that the Iédadempetence is judged

independently from the legitimizing agent, other authors stress the source of authority as a moderating

variable (Hollander & Julian, 1969). From the findings in the interviews, itbeasaid that the
employees seemed to have a clear understanding of the suficedslities independent from the
predecess@ opinion. In contrast, the survey results (IPI) did not identify the succéespest power

as a relevant influence variable tbeir acceptance. Nevertheless, because of the emphasis on required

expertise in the focused interviews across all perspectives, it was decided to retain it in the theoretical

framework. As Filser et al. (2013) state in their conclusion, one of thegpisites to continue the

business is competence on behalf of the successc

of trust on behalf of the employees might al so

statement can be confirméebroughly.

The new leadés groupconforming behavior turned out to be another important aspect. Conformity
refers to fla set of behavior s, di splayed in a
of the social si tpul83).iFicstntioe syctessdrd naed tb beraywareloPa@iden group

norm and, second, their manifest behavior should be in concordance with these group norms (Hollander,

1964). Hence, the group itself determines the group norms, which consists of thenstib®id the

gi
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case of an organizati on: nlt is possible, i ndee
individual may be nonconforming with another, in terms of the perceptions of the group members in the
situationo (p. 1 8hoolda suctessorahnaetoward the suborditiatesnn order to

gain acceptance? Different aspects, found in the interviews, can be ascribed asogfouping

behavior. One of the most striking points was that the employees expected him to be veryndocial a
sensitive. They appreciated successors who keep their feet on the ground, who behave authentically, and
who do not act as if they own the place. Yukl (2002) also emphasizes that ineffective leaders who
exercise power i n fianonairnreoegrainntg, nmaannni eprudl a(tpi.v €l,8 5a)n

resistance.

Furthermore, showing passion and commitment for the business and love for the products were factors
that helped the successor to gain acceptance. Chrisman et al. (1998) identified comtaitiinent
business as one of the two most important attributes a successor should hold. The authors argue that
commitment strongly alludes to trustworthiness and the sucéessmal and honest intentions.
Simultaneously, the employees admired the successargay for their passion and their skills. This

can be compared with French and Ra@sdt959) referent power, which enables the superior person to
influence a subordinate because of his/her identification with him (French & Raven, 1959). In
concordancefindings from the IPI revealed that a high amount of referent power resulted in higher

acceptance levels of the successor.

Also, Lambrecht (2005) identified love for the product as one of three reasons why the family considered

it as important that the faily business was continued by the family. Although not directly associated

with the successd acceptance, the Aful fill ment of val ues:s
part of the succesdirgroupconforming behavior. Furthermore, contributingthe work output by

lending a hand when things get stressful, while simultaneously being assertive and making positions
clear to others, was seen as a necessary characteristic a successor should have. Associated with the
successds presence in trday-to-day business is his/her possibility of controlling the gietiasks and

outputs. This enables hiherto correct the subordinates if they make mistakes, and to change processes

if something goes wrong. Rudimentarily, this could be compared withckrand Raves (1959)

coercive power, which is based on the subordidgexeption that the superior person has the right to
disapprove or animadvert the subordinates. It also alludes to the control of group activities, which
appeared to be one facet wleasuring the legitimization of leaders in small groups in different
guestionnaires (Anderson & Wanberg, 1991; Kehr, 2000).

Although it is demanded from the successors to behave according to existing group norms, they should
simultaneously behave innovwatly, which displays a breakup with existing patterns. Hollander (1964,

1987) developed the smalled Idiosyncrasy Credit Model, which solves the paradox. The more accepted

t he fwoullelader o is (Hollander, 1 9 8I6pmenphe/she B 2 ) , t

granted to behave in a nonconforming manner. To receive this credit, the legitimated leader should
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behave competently and conform in the beginning.
a sufficient amount of trust, histhh@onconformity can lead to innovation and a change in social
structures at a later date (Hollander, 1985). This also highlights a certain process perspective and,
accordingly, these patterns could also be found in the interviews. In rare cases, theosuiotéated

radical changes at the beginning of their career in the business. In contrast, after a while and after they
had maintained and extended their position inside the firm, the successors became more courageous and
suggested innovations. One reastherefore might lay in the frequently observed predecdéssors
resistance to changes. It was necessary that at least they were on the €scmidssdfurthermore,

employees with a major age difference from the successor and thus a longer job tenur®meere

skeptical toward changes than others. An adjustment to new structures or products requires a shift in
attitude, which older employees more often seemed to lack. Lansberg (1988) attributes this to the
employeeéf ear of changingrpebtcéessed hehat ami ghbomyi an
CabreraSuarez,SaaPerez and GarciAlmeida (2001) also state that the successor must consider
operational and organizational structure within the firm, but should not reject them without having good
reasos . Neverthel ess, for the future success of th
firms develop an entrepreneurial mindset that allows them to identify and exploit opportunities in their
environment so (Kel |l er ma0®)n lmnovétive Bbdhdvioe is theraby cloely 0 6 , [
connected to corporate entrepreneurship and includes product as well as process innovation and the
pursuit of new markets (Covin & Miles, 1999; Zahra, Neubaum, & Huse, 2000). Furthermore, a
busines& willingnessto change is positively associated with corporate entrepreneurship, as
Kell ermanns and Eddleston (2006) found out. But,
on innovative ideas, after a few years, they often lose their entrepreneuri@d@ma umoé ( Sal vat o,
Thus, it might be in the charge of the successor
Eddleston, 2006, p. 81®@)especially when the family is still owned and managed by multiple
generations (Jaffe & Lane, 2004). gtoved to be a good strategy for the successors to behave
competently and conform to the group norms in the beginning. But strongly connected with the
acceptance of the successors in their role as new leddeas also expected that certain things rhigh

change. At this stage, the successors should implement new ideas and show innovative behavior.

6 Conclusion Contribution, and Limitations

Filser et al. (2013), in their review about psychological aspects of succession in family business
management, comgih that most of the existing, empirical studies do not focus exclusively on
psychological aspects, conflicts, and emotions. This study contributes to this special field of interest. It
examines the influence of s e \aeep@iceipfanilgbudinesads s our
and takes the bases of social power approach as underlying theory from social psychology into

consideration.
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It could be shown that the predecessors as legitimizing agents have a remarkable influence on
establishing the neweaded regarding their behavior and certain considerable actions. The survey
results revealed that the predecessordos | evel 0
power has a great influence on otnhe hseu cscuebsosrodri snéa ta
of view. Furthermore, the degree of identification with predecessors appeared to have a negative
influence on the successorod6s position in the fir
positive effect. As mentioneabove, especially in joifreign phases, where predecessor and successor
collaborate, this might become a problem. Hence, a dilemma occurs: on the one side, one could
recommend shortening the joirgign phase amuchas possi bl e duepoweoand he pr ¢
strong position that mi ght outperform the succ
especially important for transferring knowledge and exper@auichill & Hatten, 1987] 1997.

Successors and predecessors should therefore aoymmunicate with each other as much as possible

in order to exchange views and to prevent conflict. However, the predecessors should be willing to share

knowledge and to assign responsibilities.

But the successor himself also contributes to his/her teajfitbon by acting competently and being
socially skilled. Although the successords exper
was often mentioned in the interviews across all parties. Moreover, proving their intrinsic wish and
willingness to take over, showing their passion for the business as well as for the products, and
demonstrating assertiveness if appropriate were further influence factors increasing their acceptance,

authority, and reputation in the business.

Furthermore, other pects were revealed to be important, such as for example the early announcement

of the new leader at a defined point in time as part of the legitimizing process. It could be seen that all
suggested influential aspects stemming from the small group expésimmed the underlying theory

(French & Raven, 1959; Hollander, 1964) can be confirmetdrfield. Furthermore, the meaning of

the term Aconformity with group normsodo was el ab
displaying commitment to thgroducts and business, showing passion, having leadership qualities, and
finding a balance between preserving existing structures and initiating changes. Although the succession
literature suggests different attributes the successor should hold in ordehieve an effective
succession and has elaborated on the conducive behavior of predecessors toward their successors, the
presented model illuminates the influence factors especially in terms of the sucleggtimacy and

therefore presents a new vi¢hwat considers different bases of social power.

The nonfamily employee@perspective and feelings during a succession are also aruétgioned
research topic with a further need to investigate (Filser et al., 2013; Havla, 2014). This study tries to fill
this gap and contemplates the succession also from the ensl@geetof view by involving their
perspective in the interviews and in the survey. Also, conducting interviews with different people

contributes to the concept of triangulation that is one keywocdnjunction with qualitative research.
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As Flick (2009) statest can be used, on the one hand, as a strategy for improving the quality of
gualitative research. On the other ham@ngulatoni descr i bes and formali zes
qgualitative and quantitati ve r esppraacicthitéangul@ienn zi n (
for social research in the 1970s. He distinguishes four different types of triangudat&mvestigator

theory, andmethodologicatriangulation Especially the data triangulation was applied by collecting

data from differenindividuals, in particular the predecessors, successors, and employees. This enables
the researcher to have a look at one problem from different perspectives, which strengthens the validity

of the developed model. For instance, competence and parbacipatthe dayto-day business were

variables not only mentioned by employees, but also by the predecessors. Still, a longitudinal study
(Flick, 2009), which would have analyzed the cases again at a later date and therefore would have
provided more inform&n about the change in the succe&satatus and influence, has not been
executedExamining thdong-term perspective of the succession progessid have gone beyond the

scope of this study.

Furthermore, all findings are summarized in a theoreticalemedich depicts all influence factors in

a descriptive manner. One of its major contributions is the systemization and structuring of a complex
topicd the process of legitimizing a successor in family firm succes$imnseL e wi nd6s (-1945) «
quoteded or sement of theory that views theory as key
so practical Lavn, 345gcited lomtSkaena,r2Q0d, p. @evertheless, theoretical

models always provide a simplified representation of gealit

The greatest limitation of the model might be its assumption that there is only one predecessor, who
selects one successor. But in many family businesses, the appointment of the successor is a consequence
of a democratic choice by different family menadn this study, family members who might also have
influenced the appointment process as legitimizing agents as well as sibling successors or groups of
successors were not considered. Also, the support of family employees working in the businefis and the
influence on the acceptance of the successor has not been analyzed. What makes a family business a
family firméi t s Af ami |l i ness o, fAwhea scchu rccaens baen dd ecsacpra bbieldi ta
i nvol vement and i nt er az 2003ppn46Egis tHuCreglectesdnHoweyer, Bdtu a, &
ownership is not split up between large numbers of family members is a typical characteristic of the

German crafts sector (Muller et al., 2011).

There is clearly a need to conduct empirical studies, wéoaliirm or contradict the different aspects

of the model. The IPI, which was used in this study, is a questionnaire based on social power theory and
focuses on power and influence (Raven, 20@it to test the single aspects of the theoretical
framework,a more practical approach is needed, which is closer to the model. This would involve the

development of a specific questionnaire that consists of all dimensions and factors the model contains.

Further investigation should also focus on whether the maglelbe confirmed within industries

di fferent from the skilled crafts sector and wit
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authority might play a different role, for example in more or less hierarchical organizational settings. So

it remdns questionablevhether the succes$bprexpertise plays the same important role in other
industrial sectors or whether this finding is caused by the legal entry requirements that craftspeople have
to fulfill when starting or managing a busineSs. the oher side, competence was identified as a striking
influence variable even in small group experiments. For this reason, the results might still be generalized.
Also, it should be further elaborated whether the model can be applied independently frometloé mod
succession (internally within the family or externally). Although two cases had family external
successors, these forms of succession surely have their own characteristics that need to be considered

further in greater detail.

Another limitation of thestudy is the fact that, in most of the cases, the successors were perceived as
highly accepted. In only one business did the successor seem to be less accepted. Unfortunately, it was
not possible to conduct interviews with the predecessor and employtds aonflictriddled case,

which is why their perspectives are missing. Here, the successor not only lacked technical competence,
which is why she could not prove her abilities in the business, she also struggled for authority and control
because her pdgecessor undermined it constantly. Hence, it is questionable whether findings from this

case are sufficient for generalizing the identified antecedents and causes for a less accepted leader.

Nevertheless, the predecessor was revealed as legitimizingveitfesn enormous influence on the
success@s acceptance due to his position power. Because all transferors appeared to have a great
amount of power and experienced respect and appraisal, the consequences of having a less powerful
perceived forerunner adificult to predict. Certainly, such cases remain difficult to identify in the field,
because it can be assumed that the majority of owners and predecessors are accepted by their associates.
Disloyal employees ¢n expect to be dismisseil they do not mee expectations or behave
inappropriately. At least, results from the IPI indicated the tendency for predecessors with less legitimate
power to entail less accepted successors, even if their absolute level of legitimacy was still medium to
high. Hence, theonsequences of a not completely legitimated source of authority are not predictable in

the present study and could be the subject of further investigation.

In the end, the successéprrise in the family firm is a long and weary journey including many
imponderables for everybody affected by the succession. Results of this study lead us to assume that the
success of positioning a new leader depends, on the one side, on the predecdesas source of
authority and, on the other sidmwthe successor nacontribute enormously to his/her own standing.

This paper aimed tsupporting the predecessor, successor, and employees to overcome obstacles in the
path of succession and provided valuable advice about how the new leader of the business can gain a
foothold and acceptance. This in turns enables him/her to perpetuate the family business and to continue

the family traditiod® until the next generation steps in.
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Appendix

Appendix1: Data privacy statement in German

Erklarung der Projektleitung
Hiermit erklart die Projektleiterin, DipKffr. Alexandra Zehe,

1 dass alle von lhnen in den Interviews gemachten Angablstandig anonymisiert bzw. pseudonymisiert

werden, so dass ein Ruckschluss auf Ihre Person nicht mdglich sein wird,

1 dass personenbezogene Daten (Audiodateien und deren schriftliche Version) nur in passwortgesicherter Form
und getrennt von den Kontaktdat(Namen und Adressen) aufbewahrt werden und nur die Projektleitung

sowie die Projektmitarbeitemnen Zugang zu diesen Daten haben,
und
1 dass sowohl die Audiodatei, die verschrifteten Transkripte als auch die personenbezogenen Daten auf

folgende Art und Weise aufbewahrt werden: passwortgeschiitzte Lagerung auf einem externen

Speichermedium, Zugang zu den Originaldaten hat nur die Projektleiterin.

(Minchen, (Datum), DiplKffr. Alexandra Zehe)

Appendix2: Agreement with interviews

Einwilligungserklarung der / des Interviewten
Hiermit erklare ich(Name des Interviewten) mich einverstanden,

dass die anonymisierte Version des Interviews und etwaiger FolgeintervieRalimen des oben genannten

Forschungsvorhabens und damit verbundenen Publikationen und Vortrdgen genutzt werden kann.

Uber die vertrauliche und anonymisierte Verwendung meiner Daten bin ich von Frau Alexandra Zehe aufgeklart

worden.

(Ort), den (Datum), (Name des Interviewten)
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Appendix3: Exemplary interview guide for a focused interview with an employee

whN e

© N oA

10.
11.
12.

13.
14.
15.
16.

17.

18.

19.
20.

Welcome and introduction
Information about privacy protection and ca@ntiality
Interview

To start with, please tell me how you came to work with this firm.

Tell me a little bit about your job.

You have been working for this business for several years. Please tell me how have you
perceived and experienced the succession

How has the entry of the successor into the firm been proceeded?

What do you think, who was involved in this step?

What do you think, how was it for the successor?

How was it for you as an employee?

What do you as an employee consider an important a#irthat the successor needs to bring
along when continuing the business?

You did mention some factors. How has it been applied in this firm?

Supervisors often represent authoritarians. How about both of your supervisors?

What is important to you, so thatlyaccept someone as your supervisor?

What do you think, to what extent has the predecessor affected the positioning of the
successor?

Now both supervisors are working in the business. What does that mean for you?
Please tell me how has the collaboratieen between you and the successor so far?
Does the cooperation between you and the predecessor differ?

16m going to show you a fillsequence next and ask you some questions regarding it
afterwards. [Film Buddenbrooks] What spontaneously comes to yourragadding this
sequence?

Can you understand the succeésdesire for change?

You have been working with this business for several years. How long have you already
known the successor?

What do you think, how is it going to be for you, when the predecesgone one day?
What do you think, how is it going to be for the predecessor himself when the successor
officially continues the business on his own?
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Appendix4: Exemplary interview guide for a focused interview with a predsor

1.

W

RBRO©oNOO

14.
15.
16.
17.

Welcome and introduction
Informationaboutprivacy protection and confidentiality
Interview

You have taken over the business from your father. To start with, please tell me how and when
did you discover your interest in the business?

16m going toshow you a filmsequence next and ask you some questions regarding it
afterwards. [Film En familie] What spontaneously comes to your mind regarding this
sequence?

Can you remember, how was it for you at that time?

After you had agreed with your son/daughabout succeeding in the business, how did things
continue afterwards?

What do you thin& how was it for your son/daughter at that time?

How was it for you then?

Which general requirements should a successor fulfill in your opinion?

You did mention some &ors. How has it been applied in this firm?

Supervisors often represent authoritarians. Would you agree?

. Would you consider yourself as authoritarian? How does this differ from your son/daughter?
. In what way do you think does your behavior affect thetjpmsing of your son/daughter

within the firm?

. Please tell me something about the collaboration with your son/daughter in the business.
. Again, 1&m going to show you a fillsequence next and ask you some questions regarding it

afterwards. [Film Buddenbrook¥yhat spontaneously comes to your mind regarding this
sequence?

Can you understand the succeésdesire for change?

What changes do you expect after the handover to your son/daughter?

What do you think, which expectations will your son/daughter haves&im

How do you feel when thinking about your own future? Do you already have plans?
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Appendix5: Interpersonal Power Inventory (Raven et al., 1998); original and German versions

my supervisor said.

English German
Power base | No. Item Item
1 A good evaluation from my supervisor could | Eine gute Beurteilung meines Chefs kdnnte eine
lead toan increase in pay. Gehaltserhdhung herbeifihren.
22 4y sqpei\:lsor SOLIN LD I EEET2 Spad! Mein Chef kénnte mir zu besonderen Vorteilen
Reward benefits. x
verhelfen.
Impersonal ) ) 3 ) i
37 My supervisor's actions could helpe get a Das Handeln des Chefs kénnte mir zu einer
promotion. Beforderung verhelfen.
| expected to get some favorable considerati .
41 . I
for this.*
6 My supervisor could give me undesirable job i
assignments.*
13 My supervisorcould make things unpleasant { Mein Chef kdnnte manche Dinge unangenehm fir
. me. mich werden lassen.
Coercive
Impersonal 31 My supervisor could make it more difficult for, Mein Chef kdnnte es mir erschweren, eine
me to get a promotion. Beforderung zu erhalten.
39 My supervisor could make it more difficult for] Mein Chef kdnnte es mir erschweren eine
me to get a pay increase. Gehaltserhdhung zu erhalten
3 My supervisor probably knew the best way tq Mein Chef wusste vermutlich am besten, die
do the job.*** Arbeit richtig zu erledigen war.***
19 My supervisor probably knew more about the Mein Chef wusste vermutlich mehr Gber die Arbeit
E ‘P job than | did. ich.
xpert Fower | trusted my supervisor to give me the best ;
26 S . i
direction on this.*
38 My supervisomprobably had more technical | Mein Chef hatte vermutlich ein grof3eres technisch
knowledge about this than | did. Wissen uber die Sache, als ich es hatte.
5 | respected my supervisor and thought highly Ich respektierte meinen Chef und hielt sehr viel vo
him/her and did not wish tisagree. ihm, daher wollte ich nicht widersprechen.
15 | saw my supervisor as someone | could ider] Ich sah in meinem Chef jemanden, mit dem ich mig
Referent with. identifizieren konnte.
Power »7  We were botlpart of the same work group an .
should have seen eye-eye on things.*
35 | looked up to my supervisor and generally | Ich schaute zu meinem Chef auf und gestaltete
modeled my work accordingly. grundsatzlich meine Arbeit dementsprechend.
. . Als erst einmal darauf hingewiesen worden war,
Once it was pointed out, | could see why the . . . "
4 verstand ich, warum die Meinungsénderung notwe
change was necessary. war
My supervisor had carefully explained the ba .
. 17 I
Informational for the request.*
Power o4 My supervisor gave me good reasons for Mein Chef nannte mir gute Grunde dafir, die Artu
changing how | did the job. Weise, wie ich meine Arbeit erledigte, zu andern.
42 I could then understand why the recommend| Ich konntesodann verstehen, warum die empfohlery
change was for the better. Anderung zum Besseren war.
2 After all, he/she was my supervisor.** Im Grunde war er doch mein Chef.**
20 It was his/her job to tell me how to do my i
work.*
Legitimacy/ . . Mein Chef hatte das Recht zu verlangen, dass ich
Position og My supervisor had the right trequest that | do meine Arbeit auf eine bestimmte Art und Weise
my work in a particular way. )
erledigte.
34 As a subordinate, | had an obligation to do ag Als Untergeordneter hatte iclie Pflicht das zu tun,

was mein Chef mir sagte.
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7 My supervisor had done some nice things fo i
me in the past so | did this in return.*
12 For past considerations | had received, | felt | In Anbetrachfriiherer Gegenleistungen, fiihlte ich
. obliged to comply. mich verpflichtet zuzustimmen.
Legitimacy/
Reciprocity 32 My supervisor had previously done some go¢ Mein Chef hatte friher auch schon ein paar
things that | had requested.**** Nettigkeiten getan, um die ich ihn gebeten hatte.*
My supervisor had let me have my way earlid Mein Chef liel3 mich friiher schon einmal meinen
43 soyl feﬁ obliced to comply now y way Willen durchsetzen, weshalb ich mich nun verpflich
9 Py ’ fuhlte, zuzustimmen.
9 It was clear to me that ngupervisor really :
depended on me to do this for him/her.*
16 Unless | did so, his/her job would be more | Wenn ich es nicht so getan hatte, war seine Arbeit
- difficult.*** sicherlich erschwert.
Legitimacy/
Dependence o5 | understood that my supervisor really neede| Ich verstand, dass mein Chef diesbezliglich meine
my help orthis. Unterstiitzung wirklich benétigte.
. . . Ich erkannte, dass ein Chef Unterstlitzung und
40 ! reallzed. it 2 apervdizer ”?eds gs&;tance Zusammenarbeit vodenen bendtigt, die mit ihm
cooperation from those working with him/her arbeiten !
. Dadurch konnte ich einige von mir in der
11 By doing so, | could make up _for some «« | Vergangenheit verursachte Probleme wieder gut
problems | may have caused in the past. ek
machen.
. . Durch das Befolgen der Aufforderung konnte ich
Legitimacy/ 21 gg&p;%rﬁgflﬂiei?uﬁe Lp bemiings . el einige Dinge, die ich vorher einmal nicht so gut
gquity y P y- erledigt hatte, wieder gut machen.
30 I had made some mistakes and therefore felt| Ich hatte einige Fehler gemacht und daher fuhlte ig
that | owedthis to him/her.**** dass ich inm dies schuldete.****
36 | had not always done what he/she wished, g :
this time | felt | should.*
8 I liked my supervisor and his/her approval we Ich mochte meinen Chef und seine Anerkennung W
important to me.** wichtig fur mich.**
14 It made me feel better to know that my i
Personal supervisor liked me.*
Reward 29 My supervisor made me feel more valued wh Mein Chef gab mir das GefliMiichtig zu sein, wenn
| did as requested. ich so tat, wie von mir gewinscht.
33 It made me feel personally accepted when | ¢ Ich hatte das Gefiihl personlich akzeptiert zu sein,
as my supervisor asked. wenn ich so tat, wie mein Chef von mir verlangte.
10 | didn't want my supervisor to dislike me.* i
18 It would have been disturbing to know that m| Es héatte mich gestort zu wissen, dass mein Chef m|
supervisor disapproved of me.** missbilligt.**
Personal
Coercion 23 My supervisor may have been cold and distal Mein Chef wére wohl kalt und distanziert gewesen,
if 1 did not do as requested. wenn ich nicht das tat, was von mir gewiinscht war
Just knowing that | was on the bad side of myj Allein das Wissen, dass ich mich bei meinem Chef
44 . . » .
supervisor would have upset me. unbeliebt machte, hatte mich aufgeregt.

* not included in survey

** deleted (PD/SC)

*** deleted PD
***% deleted SC
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Appendix6: Exemplary excerpt from the coding scheme regarding the successor

Second Cycle Codes First Cycle Codes

Career Independent decision about career
Secondary education

Vocational training/apprenticeship
Internship in alien firms

Experience in alien firms
Studies/management assistant certified by the
Chamber of Trade

Furthertraining

No experience in own firm

Lacking vocational training
High-flyer

Selfemployment

Required characteristics | Interpersonal skills

Professional competence

General education
Personality/charisma

Passion

Identification withbusiness/products
Leadership style Cooperative/participative
Authoritarian/dominant/patriarchal
Authority/acceptance/respe (i) No acceptance

(+) Acceptance

Power

Group-conforming behavior
Legitimizing agent (predecessor)
Age differences (employees vs. successor)
Gender

Development process

Symbolism




Appendix7: Detailed case description including critical incidents

Succession Activeness/Role of |Activeness/Role of | Distribution of
Firm Legal form phase predecessor successor shares Critical incident
What forced the
successor's
Official state of | How active is the How active is the Who is the decision to enter
Meaning succession predecessor? successor? owner? the business? In detail
intra-family
upheavals; divorce of parents;
expansion of the successor takes over
business (new the mother's shares;
production hall, expansion goes along
Limited liability Managing director and | PD: 50% opening of new with successor's
A company (GmbH) | joint-reign highly active co-owner SC: 50% stores) financial commitment
no critical
incidentd entry
Private limited Managing director and | PD: 25% after finishing
B partnership (KG) joint-reign medium active co-owner SC: 75% studies
successor is willing to
Managing director, but | PD: main necessary renewal | take over temporarily for
C Sole proprietorship | joint-reign less active no shares shareholder of investments the next 5 years
no critical
incidentd entry
after finishing
studies and gaining
sufficient
reasonable firm
BGB company Managing director and external work
D (GbR) joint-reign highly active co-owner both experience
successor terminates
current employment in
order to fill in for the ill
predecessor;
Managing director, but | PD: main predecessor's predecessor recovers
E Gmbh & Co. KG joint-reign medium active no shares shareholder illness after half a year

T Aessg




Managing director, but

PD: main

necessary renewal
of investments and
expansion of

expansion goes along
with successor's

Gmbh & Co. KG joint-reign medium active no shares shareholder workshop financial commitment
less active; intermittent PD: main
Limited liability specific tasks/ Managing director, but | shareholder for predecessor's
company (GmbH) withdrawal consultant no shares actuarial reasons illness
fire destroys two predecessor withdraws
stores; decision to | and retires after the fire
rebuild the stores and focuses on other
dependent on tasks; successor takes
less active; intermittent | Managing director, but | PD: main successor's entry full responsibility for the
Sole proprietorship | withdrawal specific tasks no shares shareholder decision business
even 20 years ago,
decision was made that
one employee will
succeed one day; in
return for his
commitment, the
successor received 5%
SC: 5% 20 years necessary of the shares as gift and
ago; now main investments; incentive to take over
Managing director and | shareholder with rebuilding of definitely and the new
Sole proprietorship | withdrawal not active owner 100% workshop workshop was built
predecessor's
death causes his
wife to take over
(temporarily); wife
continues business
for several years biological son is not
and decides for regarded as capable
Managing director and | SC: asset deal, reasons of age to and sufficiently
Gmbh & Co. KG withdrawal not active owner 100% sell the business passionate

T ABSSq
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Appendix8: Exempl ary photographs of the predecessorb

Firm B: Jointreign phase, shared offices with own desks

Successorbds desk

Predecessorodos desk

One desk with two chairs
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Firm E: Jointreign phase, own offices, own desks

Predecegsor 6s off

Successorb6s office (renovat

Firm G: Withdrawal phase, successor has taken over preddsas$ice



