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Abstract 

The purpose of the study is to explore the methods which small and medium-sized family 
businesses in Taiwan adopt for selecting successors, the characteristics of successors, and the 
suitability of children’s or professional managers’ succession to family businesses. The qualitative 
interview was adopted to establish the contents of the survey, and 400 questionnaires were 
distributed to the original owners (bosses) of small and medium-sized family businesses, second 
generation successors (children), professional managers, graduate students in the EMBA program, 
and cadre members of trade associations. A total of 349 valid questionnaires were retrieved (87.25%). 
The grey relational analysis (GRA) was adopted as the statistical method of the study. According to 
the results of the study, the most common method for training successors was reserve cadre; the 
selection of successors was mainly based on the opinions of the bosses or chairmen; personal 
morality weighed heavily in the characteristics of successors; and professional managers’ succession 
improved the overall business performance. 
Keyword: Small and Medium Enterprises, Successors, Grey Relational Analysis. 
 
Introduction 

As the size of a family business expands, the family maintains the operation of the family 
business and the control of the members through cross ownership, mutual directorship, or pyramid 
structure (Almeida and Wolfenzon, 2006; Claessens, Djankov, and Lang, 2000; La Porta, Lopez-
deSilanes, and Shleifer, 1999; Levy, 2009). However, the succession of family businesses is crucial, 
and it will attract the attention of the public (Cabrera-Suarez, De Saa-Perez, & Garcia-Almeida, 2001). 
Succession is a sensitive subject, where the conflicts and disintegration of family businesses need to 
be addressed. To ensure the family business continuity, the key subject that need to be addressed is 
the succession and structure of the management (Tirdasari & Dhewanto, 2012), which is a challenging 
process (Mussolino & Calabro, 2014). The succession plan plays an important role in the success of a 
family business. A good succession plan is conducive to the sustainable development of a family 
business (Ahlers, Hack, & Kellermanns, 2014; Cater III & Kidwell, 2014; Brockhaus, 2004; Ward, 1987). 
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Lack of thorough succession planning increases the risk of business failure (Barach, Gantisky, Carson, 
& Doochin, 1988; Seymour, 1993). Therefore, when selecting successors to the operation of family 
businesses, family businesses face the risk of whether successors are able to lead the family 
businesses to advance. 

Family businesses have a very important position in the development of the global economic. A 
family business is characterized by a small number of family members as the major controlling 
shareholders, and at least two members of the family (once) directly involved in the management of 
the family business (Kram & Isabella, 1985). Mark and Tom (2013) indicated that family businesses 
could take risks flexibly and implement long-term investment strategies. Morck et al. (2005) pointed 
out that the proportion of family-controlled groups in European companies was about 19% in 
Australia, 30% in Belgium, 22% in Finland, 29% in France, 21% in Germany, 14% in Ireland, 20% in 
Italy, 23% in Norway, 34% in Portugal, 11% in Spain, 13% in Sweden, 29% in Switzerland, and 4% in 
the U.K.; in addition, American family businesses provided almost 80% of jobs in the U.S. (Lansberg 
& Gersick, 2015). Since the Western countries, such as the U.K. and the U.S., emphasize 
entrepreneurship, the ownership and management of enterprises are separate. To avoid direct 
participation in business operations, major shareholders engage professional managers to manage 
the enterprises for the overall interests of the enterprises. According to Luan, Chen, Huang & Wang, 
(2018), when the incumbent CEO is a family member, the family business is more likely to select an 
internal member as the new CEO; however, when external directors have a large shareholding, the 
family business tends to select the new CEO from external sources. This shows that family businesses 
play a very important role in the world, and Western countries prefer engaging professional 
managers to manage enterprises. The management of family businesses is not always based on the 
hereditary concept; it is possible to engage professional managers to manage family businesses. The 
stakeholders of an enterprise have a great influence on the succession decision of the family business, 
which means that the successful succession of a family business can be difficult (Luan, Chen, Huang 
& Wang, 2018). 

Family businesses are a common type of management for enterprises in the Chinese-speaking 
world (Fukuyama, 1995; Weidenbaum & Hughes, 1996). In Taiwan, familial management is not only 
the basic organizational structure for the operation of small and medium-sized enterprises, but also 
one of the important factors affecting the strategy implementation and transformation of 
conglomerates (Yiu, Bruton, and Lu, 2005). The Economist (2018) has recently published an article 
titled “Taiwanese Bosses Are the Chinese-speaking World’s Oldest”. According to the survey of 
Taiwan Institute of Directors, among all listed companies, 33% were family businesses in China, 40% 
in Hong Kong, and 70% in Taiwan, and the founders of three-fourths of the family businesses in 
Taiwan were responsible for daily operations. The average age of CEOs of listed companies in Taiwan 
was 62 years old, while that in China was only 47 years old.  

Family businesses in Taiwan have their particularity and repre-sentativeness, as the promotion 
of employees in Taiwan businessesis measured mainly according to employee loyalty to the 
business,and not their performance, which is also an essential difference between Taiwan and other 
countries, in particular European and American countries, regarding the treatment of human 
resources (Wang, Lo & Weng, 2019). The founders of family firms commonly bequeath 
themanagement of their enterprises to family members (Xu, Yuan, Jiang, & Chan, 2015; Yeh, 2019). 
As Taiwanese families have many children and clan relatives, family members have a strong 
connection, and this blood tie tends to cause the succession willingness of a family successor to be 
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ignored. And Taiwan is a country dominated by small and medium-sized enterprises, and small and 
medium-sized family businesses often face a problem of successor selection. When considering 
successor candidates, business owners usually give priority to their children and grandchildren, that 
is, their ability to become successors before being of age. When children in the family have grown up 
to a certain age, there may be more than one person who has the ability to serve as a successor; 
business owners select the best from several children who meet the ability to succeed and train 
him/her to become a true successor. After successor candidates are selected, they will be trained to 
succeed and observed closely. It is possible to find outstanding professional managers outside the 
family members after observations, and they may be selected to enhance the competitiveness of 
family businesses. Business owners have to make a choice between professional managers and family 
members to determine the best successors. Family firm succession is typically a long process rather 
than an event in which there is a management change (Handler, 1994; Steier & Miller, 2010). All of 
the above shows that Taiwan is facing the generation of successors. The purpose of the study is to 
explore the methods which small and medium-sized family businesses in Taiwan adopt for selecting 
successors, the characteristics of successors, and the suitability of children’s or professional 
managers’ succession to family businesses, so as to understand the criteria for succession planning 
at different stages and the succession methods. 

 
Literature Review 
What is Succession Planning 

Succession planning is the key to the talent market and competition (Pandey & Sharma, 2014). 
Succession planning needs to analyze the views of the family, management and ownership and 
understand the different interests of each viewpoint accurately (Brockhaus, 2004). The process of 
succession is dynamic and is a combination of activities relating to inheritance during a specific period 
of time. The duration of succession varies with the nature and size of individual enterprises. The 
inheritance mostly starts from the "second generation’s contact with business management", and 
ends at "the owner’s release from authority and leadership in decision-making of the enterprise" 
(Longenecker & Schoen, 1978). 

Succession planning refers to a process where organizations cultivate leaders through 
systematic definition, assessment, and development and further improve its business performance. 
In this process, successors must develop the ability to manage business and build their own power 
(Lansberg, 1988), and select the right employee as the successor (Spurk & Abele, 2011). Fiedman 
(1986) indicated that succession planning was based on the succession event and planning 
procedures, including the implementation of administration and staffing, and gradually focused on 
the evaluation and development of human resources, selection of new recruits, and appointment of 
the management. Couch (2013) defined succession planning as a conscious and systematic effort to 
accelerate the development of candidates’ mission-critical leadership through a programmatic 
approach, with regular measurement of progress.  

Intergenerational succession is defined as the intent to pass family businesses to future 
generations (Churchill & Hatten, 1987; Hauck et al, 2016); however, the successor may not be a 
member of the original family (Sharma, 2004; Steier & Miller, 2010). Kansikas & Kuhmozen (2008) 
pointed out that succession was a necessary and crucial economic evolution process for most family 
businesses. It could bring different cultural stimuli to enterprises, but it might also become a source 
of organizational conflicts making changes in the internal quality of organizations. Succession helps 
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introduce new resources to curb the risks caused by centralized management (Bamford, Bruton & 
Hinson, 2006); however, it may also cause conflicts or struggles and become obstacles to the 
sustainable development of family businesses (Eddleston & Kellermanns, 2007). This shows that 
succession is the problem that family businesses encounter. In the process of organizational 
evolution, succession may bring new weather and also cause obstacles, such as family conflicts. 
Enterprises know the importance of succession planning, but few leaders have actual succession 
planning (Calareso, 2013). 

In the implementation of succession planning, enterprises often organize activities to train 
successors for leadership, organizational thinking, high-level management, and business strategies. 
Longenecker and Schoen (1978) believed that succession was the process of socialization for 
successors, where successors had to constantly play different roles and positions to gain the 
knowledge, skills and positions required to succeed. By participating in these activities, successors 
could learn and apply relevant skills more effectively, and apply what they had learned to manage 
their business operations in the future. Common succession planning activities include EMBA 
(Executive Master of Business Administration) programs, expatriates, workshop, job rotation, 
mentoring, job-shadowing, job assignments, coaching, and action learning (2007; Groves, 2007; 
Waruiru & Kagiri, 2013). 

According to Salvato et al (2015), training for the main members of family businesses was 
divided into four stages: 1. Pre-university; 2. University, 3. Graduate institute, and 4. Advanced 
training. In the pre-university stage, family members absorbed the value, attitudes and experience of 
family businesses, allowing younger generations to participate in simple work and contact the 
community and learn from older family owners about the basics of business. In the university stage, 
young family members participated in corporate work in addition to attending business courses at 
the university. In the graduate institute stage, young family members absorbed professional business 
knowledge and learned how to solve the insufficient knowledge of family businesses and the 
relationship between family members. In the advanced training stage, young family members learned 
leadership skills in addition to high-level expertise. Sorenson and Milbrandt (2015) proposed three 
training levels for family businesses: 1. Training was placed in the center of family businesses, 
allowing the next-generation successors to discuss business management related issues and 
gradually enter the core of family businesses; 2. New training contents and resources were 
developed, such as attending graduate courses during the undergraduate program, learning more 
business knowledge through optimized courses, or meeting more professional managers; 3. Training 
was bilateral, where new generations conceived new ideas and received guidance from the 
incumbent management to facilitate the successful succession to family businesses. 

All of the above shows that small and medium-sized family businesses have various ways to 
select successors, including reserve cadre, job rotation, expatriates, mentoring, and EMBA program. 
In general, since childhood, members of family businesses have received planned training for 
professional knowledge of family businesses and, more importantly, leadership, and even received 
training in other enterprises. 
 
Characteristics Required for Successors to Family Businesses 

Family businesses have a great influence on the economy of the Chinese-speaking world. 
Therefore, the inheritance and management of family businesses affect the rise and fall of 
enterprises. At present, enterprises in the Chinese-speaking world are generally facing the problems 
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of transformation and succession. To successfully manage family businesses and sustain long-term 
business growth, it is necessary to accurately implement the selection and training of successors. As 
a successor is the person with actual power, his/her personal traits and leadership will inevitably 
affect the strategies and operations of family businesses. An excellent successor must have all-round 
qualities. Following the previous generation, successors are responsible to lead and coordinate 
corporate decisions and drive the growth of the companies to enhance the strengths and 
competitiveness of the companies. According to related studies, successors should have the following 
capabilities: innovation, deliberation, insight, leadership, expressiveness, initiative, agility and 
sustainability, creativity and acumen, softness and growth, ambition, diversity and professionalism, 
influence, determination, risk-taking and forward-looking attitude, nurture and communication, 
modesty and self-confidence, responsibility, high resistance and frustration resilience (Hamilton et 
al., 2017; Maloni et al, 2017; Hsu et al, 2016; Cana-Rubio, Fuentes-Lombardo & Vallejo-Martos, 2017). 
To simplify the above characteristics, the study classified them into three categories: morality, 
leadership, and work performance.  
 
Criteria for Selecting Successors to Family Businesses 

A common trend in organizational development is the inconsistency between succession 
planning for leaders and the criteria for evaluating the effectiveness of succession planning for work 
performance (Greer & Virick, 2008). In succession planning, it is important to find someone who can 
lead a company (Garman & Tyler, 2004) with role-playing ability, communication skills, participation 
in social activities, interaction with family members, morality and professionalism, relevant 
experience, language proficiency (internationalization), connections, management skills, industry 
expertise, persuasiveness, exhibition, attitude and value (Breton-Miller & Miller, 2014; Cana-Rubio, 
et al, 2017; Goel & Roessl, 2015; Hamilton et al., 2017; Hsu et al, 2016; Konopaski & Jack, 2015; Maloni 
et al, 2017; Sorenson & Milbrandt, 2015); in addition, Due to internal or external training in family 
businesses, the learning process of potential successors is different. When family members should 
return to their own businesses depends on many factors, and there is no standard answer. 
2.4 Criteria for selecting family members or professional managers as successors to family businesses 

For family businesses, the agency issue exists between family shareholders who make decisions 
and minor shareholders who can only accept decisions made (Morck & Yeung, 2003; Morck et al., 
2005; Young et al., 2008). The results of related studies indicated that larger organizations tended to 
adopt internal successors rather than external successors (Boeker & Goodstein, 1993). Selecting 
external successors had a positive effect on organizational change (Miller, 1993); however, some 
studies found that selecting external successors might increase the turnover of the management and 
had a negative impact on organizational morale (Friedman & Saul, 1991). The  shareholding structure 
would also affect the choice of successors. When employees and professional managers own most 
of a company’s equity, the possibility of selecting external successors will be low (Boeker & 
Goodstein, 1993; Dalton & Kesner, 1983). Most enterprises hoped that family members would 
succeed, and the shareholding of family businesses had a positive relationship with the company's 
performance (Anderson & Reeb, 2003). Some studies also pointed out that professional managers 
could effectively regulate the possible disadvantages of family business holdings and further improve 
the company’s performance (Anderson & Reeb, 2004). 

If the CEO of a family business is inherited by the eldest son, it will have a bad impact on 
performance. However, if the CEO is elected by the family, the performance of the company will not 
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be worse than that of a general company (Bloom & van Reenen, 2007). Some studies also pointed 
out that the performance of a family business where the CEO was an in-law or blood relative would 
be worse (Pe´rez-Gonza´lez, 2006). According to Farrington et al. (2014), non-family members were 
very concerned about the content of the work in the family business and whether communication 
between family members was smooth; however, family businesses paid attention to the past work 
experience of non-family members. Scholes and Wilson (2014) pointed out that, in the U.K., family 
businesses would protect the interests of families and businesses through the establishment of trust 
funds; in addition, family businesses in the U.K. relied on the trust fund system to sustain the growth 
of knowledge of business management, which was also the factor influencing the survival of family 
businesses (Scholes & Wilson, 2014); that is, professional managers were engaged to protect the 
financial integrity and the continuity of the family businesses through the trust system. There are 
many studies in which enterprises selected family members or professional managers as successors. 
The selection of professional managers was helpful to the organization's transformation, but it could 
result in the turnover of the management. If a family member succeeds, the business performance 
depends on the management of the successor. Selecting family members or professional managers 
as successors has its advantages and disadvantages. According to related studies, in the selection of 
family members or professional managers as successors, family businesses should consider factors, 
such as communication with family members, past work experience, hiring professional managers as 
trust managers, influence of the family business system on the company’s finances (Farrington et al, 
2014; Hamilton et al., 2017; Maloni et al, 2017; Scholes & Wilson, 2014). 
 
Research Methods 
Subject of Study  

Based on the literature, the study designed a qualitative in-depth interview for 10 members of 
family businesses studying in the EMBA program to explore the capabilities required for second 
generation successors and the criteria for selecting successors to family businesses. The results of the 
interview showed that most of the members agreed that the capabilities required for second 
generation successors included relevant experience, language proficiency (internationalization), 
responsibility, high resistance and frustration resilience, ambition, and innovation. Based on the 
results of the interview and literature review, the capabilities required for successors increase from 
3 categories to 6 categories, namely morality, leadership, work performance, capabilities other than 
expertise, seniority, and external conditions. 

To explore the factors in selecting successors to family businesses in Taiwan, the study targeted 
the original owners (bosses) of small and medium-sized family businesses, second generation 
successors (children), professional managers, graduate students in the EMBA program, and cadre 
members of trade associations. 
 
Content of Survey 

Based on the results of the qualitative interview, the study designed the quantitative survey, 
which was divided into four parts, namely personal information, succession methods for small and 
medium-sized family businesses, characteristics of successors, and comparison between successors 
to small and medium-sized family businesses and professional managers. For the validity of the 
survey, the study interviewed experts and scholars from different countries, including Spain, the U.K., 
Sweden, and Finland, to understand local succession planning.  
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Statistical Method 
The study adopted the grey rational analysis (GRA). GRA can make up for the traditional 

mathematical statistics that require a large number of data, relevance and normal between variables, 
and low impact factors, and can deal with uncertainties, multivariate input, discrete data, and 
incomplete data. GRA can be used as a method to judge the degree of correlation between discrete 
sequences and quantify the degree of correlation between factors mainly based on the degree of 
geometric similarity between the reference series and the comparison series. The greater the 
correlation between the calculated comparison series and the reference series, the more relevant 
the comparison series to the reference sequence. According to Julong Deng (2005), GRA could be 
divided into three steps: calculating grey relational coefficient, calculating grey relational grade, and 
forming grey relational sequence. The formulas are as follows: 

(1) Calculating grey relational coefficient: Comparison between points. 

            γ(𝑥0( k ) , 𝑥𝑖( k ) )=
𝑥(𝑚𝑖𝑛)+𝜁𝑥(𝑚𝑎𝑥)

Δ0 𝑖(𝑘)+𝜁𝑥(𝑚𝑎𝑥)
         

(2) Calculating grey relational grade: Comparison between sequences (average the grey 
relational coefficients calculated from all data). 

            γ(𝑥0, 𝑥𝑖)=
1

𝑛
∑ 𝛾(𝑥0(𝑘), 𝑥𝑖(𝑘))𝑛

𝑘=1      

(3) Forming grey relational sequence: Sorting of calculated grey relational grades in order (from 
large to small). The higher the ranking, the greater the grey relational grade and importance. 
When the grey relational coefficient is closer to 1, the reference sequence is more correlated 
with the comparison sequence; when it is closer to 0, the correlation between the two is 
lower. 

The grey relational coefficient can express the degree of correlation of each factor between the 
comparison sequence and the reference sequence. To facilitate comparison, information on the grey 
relational coefficient is concentrated at one point. Assuming that the weights of the factors between 
the comparison sequence and the reference sequence are the same, the grey relational grade is as 
shown in Equation (2), which is the average of the grey relational coefficient. This also represents the 
degree of correlation between the comparison sequence and the reference sequence. If the two 
sequences change consistently, the degree of correlation is higher; otherwise, it is lower (Deng, 
1997). The numerical values representing the degree of correlation between the two sequences are 
sorted in order to form the grey relational sequence, which can be used as the key basis for analysis 
and decision-making.  

In addition, another characteristic of GRA is that the degree of correlation between factors can 
be measured by the degree of similarity or dissimilarity between factors. The study adopted GRA to 
extract the key factors in succession provided by the respondents, which could serve as the basis for 
developing future successors to family businesses. 
 
Results of Study 

400 questionnaires were distributed to the original owners (bosses) of small and medium-sized 
family businesses, second generation successors (children), professional managers, graduate 
students in the EMBA program, and cadre members of trade associations. A total of 349 valid 
questionnaires were retrieved (87.25%). The quantitative survey was divided into four parts, namely 
personal information, succession methods for small and medium-sized family businesses, 
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characteristics of successors, and comparison between successors to small and medium-sized family 
businesses and professional managers. 

According to the results of the study, the ratio of male respondents to female respondents was 
average, with male respondents and female respondents accounting for 58.0% and 42.0%, 
respectively. In terms of age, most of the respondents were between 31 and 55, falling into the young 
and middle-aged population. As to education, most of the respondents held a bachelor’s degree or 
above and were highly educated; in addition, most of the respondents worked in Northern and 
Central Taiwan for companies having operated for more than 21 years. The industry types of the 
companies were mainly service, followed by information and technology. In terms of seniority, most 
of the respondents had 5~10 years of seniority. Most of the respondents were professional managers, 
while 62.5% of the companies did not have overseas branches. 

Based on the literature review, common training methods for successors to small and medium-
sized family businesses included the following: 1. Reserve cadre; 2. Job rotation; 3. Expatriates; 4. 
EMBA program; 5. Mentoring. The respondents were asked to select commonly used and less 
commonly used training methods based on the training methods used by their companies. 

According to the results of the analysis, the most commonly used training method was reserve 
cadre, while the least commonly used training method was to participate in the EMBA program; in 
addition, the respondents believed that the most effective training method was job rotation, while 
the most ineffective training method was to participate in the EMBA program. In terms of duration 
of training, the respondents believed that the most time-consuming training method was reserve 
cadre, while the least time-consuming training method was to participate in the EMBA program. The 
details are shown in Table 1 below. 

Chung and Luo (2013) discussed the development method of the second generation successor 
of business, as based on small and medium-sized family businesses in Taiwan, succes-sors that have 
grown up in the environment of the family business can easily build the recognition and sense of 
belonging required for holding a position in a family business in the future. They encourage their 
children to participate in family business and send them to management or business school (Tirdasari 
& Dhewanto, 2012). Therefore, the research of reserve cadre is most often used and its results are 
the best. 

 
Table 1 Frequency of Training Methods for Successors to Family Businesses 

Training Method 
Reserve 
Cadre 

Job 
Rotation 

Expatriates Mentoring 
EMBA 
Program 

Commonly Used 222 209 148 119 66 

Ranking 1 2 3 4 5 

Effective 240 255 175 141 80 

Ranking 2 1 3 4 5 

Time-consuming 186 162 120 156 104 

Ranking 1 2 4 3 5 

Source: The study.   

 
The study adopted GRA to analyze the following six characteristics of successors to small and 

medium-sized family businesses: 1. Morality; 2. Leadership; 3. Work performance; 4. Capabilities 
other than expertise; 5. Seniority; 6. External conditions. The calculated grey relational coefficients 
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were sorted in order to explore the key characteristics of successors provided by the respondents. 
The results of the analysis, as shown in Table 2, showed that small and medium-sized family 
businesses valued morality most (0.90), followed by leadership (0.86) and work performance (0.76). 

Schlepphorst and Moog (2014) research found evidence of a systematic order of and importance 
assigned to successors’ expected skills, in that successor candidates are considered qualified to enter 
management positions if they possess the expected hard skills; however, they are expected to 
supplement these skills with a comprehensive range of soft skills. Sharma and Rao (2000) research 
found the highest-ranked attributes are integrity, commitment to the family firm, decision-making 
ability, self-confidence and employees’ respect. Hard skills refer to jobrelated technical skills, 
cognitive abilities and formal, learnable expertise (Bereiter & Scardamalia, 2006; Laker & Powell, 
2011; Moss & Tilly, 2001)—skills that are objectively measurable and demonstrable (e.g., 
certificates). In contrast, intangible and difficult-to-measure soft skills reflect ‘‘skills, abilities, and 
traits that pertain to personality, attitude, and behavior’’ (Moss & Tilly, 2001), such as motivation, 
communication, team spirit and self-confidence. The emphasis on morality is closely related to the 
Chinese culture, which attaches great importance to credit for customers and personal ethics in 
business activities, and is conducive to the business performance of enterprises. In addition, to 
develop leadership abilities, it is necessary for the successors not only to be trained before joining 
the company, but also to continue that training throughout their career within the family firms 
(Fiegener, Brown, Prince, & File, 1994). The research results show that when selecting and deciding 
successor candidates, the three indicators of morality; leadership; work performance are the most 
important. 

 
Table 2 GRA of Characteristics of Successors to Small and Medium-sized Family Businesses 

Ranking Characteristics 
Grey Relational 
Coefficient 

Key Characteristics 

1 Morality 0.90 V 

2 Leadership 0.86 V 

3 Work Performance 0.76 V 

4 Capabilities Other than Expertise 0.69  

5 Seniority 0.58  

6 External Conditions 0.58  

 
Small and medium-sized family businesses have the right to determine successors. According to 

Table 3, the selection of successors was mainly based on the opinions of the bosses or appointed 
chairmen, followed by the board of directors. As Taiwan is a country dominated by small and 
medium-sized enterprises, it is usually the chairmen or bosses that have substantial rights to the 
organizations. Woodfield and Husted (2017) stated that, generally, only 30% fam-ily businesses in 
Asia can be successfully handed over to the second generation for operation, and only 10% of such 
businesses can be successfully handed over to the third generation. Bennedsen et al. (2015) state 
that the decision quality of family firm successors is an essential factor that will influence family 
growth and survival. How family firm successors develop a successful succession plan to enhance firm 
value is a key management concern for family firms pursuing longevity. Therefore, the selection of 
successors was mostly based on the opinions of the chairmen or bosses. 
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Table 3 Main Positions Determining Successors to Small and Medium-sized Family Businesses 

Main Position Determining Selection of 
Successor 

Frequency Ranking 

Boss 142 1 

Chairman 142 1 

Board of Directors 111 2 

Boss’s Family 86 3 

Company Management 58 4 

Boss Couple 46 5 

 
Based on the frequency distribution table, the study compared the expected effect between 

second generation successors to small and medium-sized family businesses and professional 
managers, as shown in Table 4. According to Table 4, about half (50.9%) of the companies surveyed 
had plans of implementing or planning successors, and about 55.8% of the companies surveyed did 
not have actual succession planning or systems, which was consistent with the study of Calareso 
(2013). Although Taiwanese small and medium-sized family businesses faced the succession issue, 
more than half of them did not have actual succession planning. According to the comparison of the 
expected effect, more than half (61.2.%~72.4%) of the respondents believed that the companies 
should be managed by professional managers for the smoother succession and more trust from 
employees and that there would be substantial contribution to the corporate system, finances, and 
relationship with suppliers. This result was consistent with that of Boeker and Goodstein (1993), who 
believed that large organizations preferred internal successors. Since the study targeted small and 
medium-sized enterprises, the selection of professional managers as successors has a positive effect 
on the organizational change. Wilson (2014) also pointed out that family businesses engaged 
professional managers to assist in the business operations through the trust fund system in hopes of 
enhancing the overall business performance and avoiding professional managers from 
misappropriating public funds. 

The results of this study are consistent with Ahrens, Landmann, and Woywode (2015), Villalonga 
and Amit (2006), Karaevli (2007) asuccession event in a family has positive significant impact on the 
business promotion performance of the business. The succession of a CEO by a non-family member 
has a greater business promotion performance, as compared with that of a family member. Besides 
the research found are different from others, research found that a family owned business is more 
willing to select an insider as the new CEO when the incumbent CEO is a family member (Luan, Chen, 
Huang & Wang, 2018). Therefore, when a family business chooses a successor, it will decide the target 
based on its corporate culture second generation successors or professional managers. 
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Table 4 Comparison between Second generation Successors to Small and Medium-sized Family 
Businesses and Professional Managers  
Unit: % 

Question Yes No 

Are there any succession plans and systems?  44.2% 55.8% 

Are there plans and systems relating to the planned successors?  50.9% 49.1% 

 Second 
generation 
Successors 

Professional 
Managers 

Should the company be managed by the second generation 
successor or a professional manager? 

35% 65% 

Which successor will deliver the smoother succession?  38.8% 61.2% 

Which successor will receive obedience from employees more?  29.2% 70.8% 

Which successor will have a greater impact on the company's 
performance?  

31.8% 68.2% 

Which successor will have a greater impact on suppliers? 35.4% 64.6% 

Which successor will improve the continuity of the corporate 
system?  

27.6% 72.4% 

Which successor will have a greater impact on the company's 
finances? 

38.3% 61.7% 

Source: The study. 
 
Conclusion and Suggestion 

Our findings make several contributions to the family business field. We conclude that the 
process of selecting family successors is systematic and well considered. According to the results of 
the study, the key characteristics of successors to small and medium-sized family businesses were 
morality, leadership, and work performance, which reflected the main training methods for 
successors (job rotation and reserve cadre); that is, successors were trained with practical experience 
and capabilities through work and selected based on work performance and morality; in addition, 
the selection of successors was mainly determined by the bosses or chairmen of family businesses. 
Most of the small and medium-sized family businesses in Taiwan selected professional managers as 
successors because professional managers delivered the smoother succession, received obedience 
from employees more, made substantial contribution to the continuity and development of the 
corporate system, and improved the business performance and finances. This shows that the 
professionalism and communication skills of professional managers are more recognized by the 
employees compared with those of second generation successors. Taiwan is an Asian country 
dominated by small and medium-sized enterprises. In addition to the traditional business model, 
small and medium-sized family businesses have inherited Western business concepts and kept close 
contact with Western companies, thereby forming a special business model. 

Succession is an important issue for companies. Especially family business succession is more 
complicated, and the problem of corporate succession has been plagued by Taiwanese companies. 
This study uses grey relational analysis to screen the key characteristics and training methods of 
successors, which is important for family succession related research Help, especially for Asian 
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companies when choosing successors. The study targeted small and medium-sized enterprises in 
Taiwan, where small and medium-sized enterprises account for about 70% of the total enterprises. 
Currently, the average age of CEOs is about 62 years old, showing that the small and medium-sized 
enterprises are in urgent need of finding and cultivating successors. The training methods for 
successors, characteristics of successors, and comparison between second generation successors and 
professional managers provided in the study can serve as a reference to the owners of small and 
medium-sized enterprises in Taiwan; in addition, small and medium-sized enterprises in Taiwan are 
facing the problem of whether the second generation family members are willing to succeed. It is 
recommended that family members participate in corporate work and receive professional training 
and business management training to enhance their identification of the industry and family 
business. Many studies pointed out that the business performance of family businesses where 
professional managers succeeded could compete with that of family businesses where family 
members succeeded. It is recommended that family businesses cultivate the family members and 
non-family professional managers when selecting successors and institutionalize the management 
and internal control mechanisms that may protect the sound finances and continuity of family 
businesses where professional managers are selected as successors in the future. 
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