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Information asymmetries in
intrafamily business succession

Sven Wolff'(), Sabrina Schell? and Petra Moog'

Abstract

The often long-lasting process of intrafamily business succession involves contracts for management and ownership
transfer that unfold in a complex series of stages. The older and larger a family business, the more heterogeneous the
involved family members’ interactions and interests can become. These differences become obvious in the succession
process. Also, in entrepreneurial families, information is not easy to obtain and is neither perfect nor unlimited, for
example, with regard to expectations regarding the duration or the type of business succession. Information asymmetries
can arise. This article investigates the drivers of information asymmetries and provides insight into the current research
by investigating information asymmetries and their impact during different phases of intrafamily business succession.
Data from 215 German firms reveal the occurrence of specific information asymmetries during different phases of

intrafamily business succession.
JEL CLASSIFICATION MI; M59; D82; L2
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Introduction

Family businesses and their intrafamily dynamics provide
an ideal setting for intrigue, conflicts, and family dramas.
Over multiple generations, the number of family members
increases, with each member holding varying numbers of
shares and either working or not working in the family
firm. As a result, self-interests can arise, especially with
respect to business succession (Madison et al., 2016;
Schulze et al., 2003, 2001). The hand-over brings the gen-
erations together, and family members’ personal interests
must be aligned (Kotlar & De Massis, 2013; Lubatkin
et al., 2007). Despite the existence of anecdotal evidence
and media reports, a lack of research on family firms in
general and information asymmetries in the succession
process in particular remains (Madison et al., 2016).
During a long-term succession process, many desig-
nated successors work as employees in family business,
often without holding shares and with limited power and
decision rights (Hernandez-Trasobares & Galve-Gorriz,
2016; Le Breton-Miller et al., 2004; Schell et al., 2019).
This creates a principal-agent situation because until the
final succession decision is made, the predecessors have
the power to decide who will be the successor(s) and when

the succession will occur (Lee et al., 2003; Schell et al.,
2019). This also includes the options of business succes-
sion, such as selling the business or establishing a founda-
tion. Dehlen et al. (2014) point out possible information
asymmetries in this context. However, family businesses
still prefer intrafamily business succession (Salvato et al.,
2012). This can have various reasons, such as the preserva-
tion of socioemotional wealth (Gémez-Mejia et al., 2011;
Minichilli et al., 2014), but also that it is the only option for
the business. In addition, family members may also have
the desire and will to take over the family business and to
embrace the entrepreneurial legacy (Jaskiewicz et al.,
2015). In this case, the successors have superior knowl-
edge about their commitment and willingness to succeed
(Sharma & Irving, 2005). In these situations, information
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asymmetries can arise and influence the behavior of all
parties involved. For example, a firm’s predecessors could
withhold information about the real financial situation of
the firm to foster the succession of potential and needed or
wanted candidates. Conversely, successors could hide
information about their ideas for the future strategic devel-
opment of the firm to avoid being excluded as successors
due to the ways in which their plans differ from those of
the predecessors. This type of behavior regarding asym-
metric information can impact the satisfaction of the actors
who are involved in the succession process (Le Breton-
Miller et al., 2004) and hamper the further success of the
family business—or even the succession itself. Thus,
resolving the issues related to asymmetric information is
crucial for the long-term survival of the company (Cabrera-
Suarez et al., 2001).

The intrafamily business succession process can be
understood as a contracting situation in which information
asymmetries can occur (Lubatkin et al., 2007). Schell et al.
(2019) propose that information asymmetries exist in the
selection process of intrafamily successors, which are min-
imized through signaling processes. Zellweger and
Kammerlander (2015) provide first theoretical assump-
tions that governance structures promote agency costs in
family business succession. Dehlen et al. (2014) demon-
strate that entrepreneurial exit routes favor internal succes-
sors because they create fewer information asymmetries
than external ones. These results deliver strong support for
the proposition that agency problems can be expected both
in family businesses and among family members, and
there is a need to discuss the underlying cause of agency
costs: general information asymmetries (Madison et al.,
2016). There remains a lack of insight into whether infor-
mation asymmetries exist in intrafamily succession, how
such asymmetries are characterized, the extent of the
asymmetries at different phases in the process, and how
family members handle those asymmetries. However,
although all of these studies assume information asym-
metries, none of them reveal the exact types of information
asymmetries that prevail. For example, the literature on
advisors in family businesses also underscores that advi-
sors can help succession participants exchange important
information and identify ways in which to compensate for
information deficits (Bertschi-Michel et al., 2019; Michel
& Kammerlander, 2015; Strike et al., 2018). Advisors are
mainly used to manage the complexity of succession. In
the context of succession, for example, role conflicts can
arise (Cater & Justis, 2009). Both family logics and busi-
ness logics must be superimposed (Jaskiewicz et al., 2016),
and management and ownership succession, which often
do not necessarily occur in parallel but rather one after the
other and represent the basis for securing the company,
generate complexity and the need for communication.
However, even this strand of research does not address
what specific information is relevant during this period

and where it might be withheld. This aspect makes it more
difficult for research and practice to analyze, accompany,
and, if necessary, promote the exchange of information
among the parties involved. Therefore, this study responds
to the call of Madison et al. (2016) for additional research
on the existence of information asymmetries between pre-
decessors and family-internal successors—and the extent
to which and in which situations such asymmetries occur.
Thus, we ask the following research questions: What kind
of information asymmetries exist in intrafamily business
successions? How do the information asymmetries change
during different phases of succession? What factors condi-
tion the extent of information asymmetries?

To answer these questions, we theoretically derive
information asymmetries situations and categories from
the business succession literature. Using these categories,
we design a quantitative questionnaire, surveying 215
German family businesses with 83 predecessors and 132
successors.

This article aims to make several contributions to the
literature on intrafamily business successions and agency
behavior in family firms. First, our quantitative study pro-
vides new empirical data showing the existence of differ-
ent information asymmetries in intrafamily successions,
offering further evidence for agency costs in family busi-
nesses, especially between family members in very differ-
ent subject areas. Thus, information asymmetries can be
very heterogeneous, and this diversity is difficult to cap-
ture with standardized questions. Therefore, we created an
index that provides insight into the extent of information
asymmetries in family firms to enable the comparability of
the extent of information asymmetries. This index will
enable researchers and practitioners to easily estimate
information asymmetries in family businesses and intra-
family successions, allowing a more global view of coun-
tering information asymmetries.

Second, we identify several areas in the phases of
intrafamily succession where information asymmetries
can occur. We show that these areas depend on the phase
of the succession process, the number of actors involved,
and their relationships and values. Thus, we contribute
to the literature on succession processes and add knowl-
edge about specific arcas of conflicts that occur when
information asymmetries exist. Thus, we increase the
understanding of the antecedents of agency behavior in
intrafamily business successions by disentangling infor-
mation asymmetries.

Third, we show the first indications of which measures
can contribute to the extent to which information asym-
metries emerge and which measures family businesses
take to promote the exchange of information and thus
counteract information asymmetries. We offer evidence
that a structured step-by-step succession process is a tool
to professionalize family businesses and decrease informa-
tion asymmetries (Le Breton-Miller et al., 2004). Through
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these insights, we provide information on how business
families and advisors can deal with the exchange of infor-
mation and promote it through the use of tools.

Theoretical background and
hypotheses

Business successions are step-by-step processes
with three phases

The succession of business management and ownership in
family firms is widely recognized as a long, step-by-step
process that occurs when family businesses have been suc-
cessful on the market for generations (Ahlers et al., 2014).
The recent research divides the intrafamily business suc-
cession process into phases (Le Breton-Miller et al., 2004;
Michel & Kammerlander, 2015; Nordqvist et al., 2013)
and identifies several success factors for a sustainable
business transfer. Succession is a situation in which sev-
eral contracts can exist (i.e., employment contracts for the
family CEO before he or she holds any shares or contracts
that govern ownership succession) (Lubatkin et al., 2007).
Thus, we divide the succession process into three phases:
the before phase, the during phase, and the after phase.

The before phase describes the succession before any
management positions are transferred, determining the
ground rules and the first stage of nurturing and develop-
ing the successors (Le Breton-Miller et al., 2004). During
this time, family business owners make decisions, that is,
whether and when a succession should occur (duration) in
addition to the transfer conditions (and which financial and
legal approach will be taken). This phase includes expecta-
tions regarding whether and for how long predecessors and
successors should work together in the family business
(teamwork). This aspect often results in expectations
regarding the type of education the potential successors’
need (educational requirements) and whether experiences
outside the family business are a useful precondition for
succession (Chrisman et al., 1998; Schlepphorst & Moog,
2014). Whether successors enter the family business can
depend on their commitment and willingness to succeed
(commitment) (McMullen & Warnick, 2015). The prede-
cessors may consider potential successors outside the fam-
ily pool (Chua et al., 1999) (selection).

The during phase describes the selection process and
how first ownership is transferred from one generation to
another. At this stage, successors should receive hands-on
training, improve their level of education and experience,
and exercise increasing management power (Cabrera-
Suarez et al., 2001; Cater & Justis, 2009). Successors are
introduced to networks and invest in building social capital
relevant to the family business (Steier, 2001). This period
of working together is crucial but depends on the relation-
ship between the involved actors, affecting expectations
regarding teamwork and the time frame (duration,

teamwork) (P. S. Davis & Harveston, 1999; Kellermanns
& Eddleston, 2004). In this process stage, the selection of
the final internal succession candidate(s) occurs (selec-
tion). The previous research indicates that there are selec-
tion criteria that must be fulfilled by the family-internal
successor (educational requirements) (Chrisman et al.,
1998; Schlepphorst & Moog, 2014). In addition to implicit
and explicit selection criteria, the decisions of the prede-
cessors often depend either on business logic or on family
logic (Basco & Calabro, 2017). Business logic can result
in human or social capital being ranked higher in the selec-
tion criteria (selection, educational requirement, and social
capital). In this situation, only the successors know their
true commitment, abilities, and motivation to succeed in
the family-internal succession (commitment) (Schell et al.,
2019; Sharma & Irving, 2005). The financial transfer of
shares of a family business can occur, mostly triggered by
the predecessors, to maintain fairness within the family by
giving all children some shares (Sharma & Irving, 2005)
or to reduce tax disadvantages through step-by-step own-
ership transfer (financial/legal succession) (Molly et al.,
2010). The financial transfer is crucial for the future suc-
cessor’s position in the firm, as ownership is associated
with power (finance).

The after phase describes the time beyond the selection
of the final successors when the overall transfer of man-
agement power occurs and the roles of predecessors and
successors change (Cater & Justis, 2009). In this stage,
successors are finally the new leaders (formally) and can
therefore access the company’s financial information
(finance). However, the ownership transfer is not formally
completed in this phase. Thus, both the control rights and
the decision about when and how ownership will be trans-
ferred often remain with the predecessor (duration, finan-
cial, and legal succession) (Hernandez-Trasobares &
Galve-Gorriz, 2016; Le Breton-Miller et al., 2004).
Because the predecessor retains ownership, he or she can
use control rights and demand a position on the advisory
board (teamwork, duration) (Cater & Justis, 2009; P. S.
Davis & Harveston, 1999). However, successors are in a
position to adjust strategy and use their own networks to
change important aspects such as advisors or banks, cus-
tomers, and suppliers (Michel & Kammerlander, 2015). It
becomes obvious if important information is missing such
as financial or social networks (Steier, 2001).

Information asymmetries in the family-internal
succession process

In contrast to the neoclassical theory where there is unlim-
ited and perfect information between parties and contracts
work without problems, the concept of information asym-
metries assumes that information is neither easy to obtain
nor homogeneous (different contract partners have differ-
ent qualities and quantities of information), and it is
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neither perfect nor unlimited (Akerlof, 1970; Spence,
1974). This means that one party has more knowledge than
the other in a pre- or post-contracting situation, especially
with respect to motivation, behavior, and qualities.

As mentioned above, we propose that during family
business successions, several contracting situations
occur; thus, various types of information asymmetries
can exist (Schulze et al., 2003, 2001). Due to the fact that
in most family businesses the leadership hand-over
occurs without or with only a bit of ownership transfer,
we have a continuous principal-agent situation:
Predecessors are the owners even when the successors
take over the management position. These information
asymmetries can occur in all three phases (J. H. Davis
et al., 1997), causing problems for the succession pro-
cess—or even prevent a successful handover.

The overall objective of a successful intrafamily suc-
cession process is the firm’s survival in the hands of the
family (Cadieux, 2007) and the satisfaction of both family
and business goals (McCann et al., 2001). Thus, the fam-
ily-internal business succession process can be influenced
by both family-related and business goals (Kotlar & De
Massis, 2013). However, these goals can be diametrically
opposed. There is often a negotiation process (Aparicio
et al., 2017) among family members regarding appropriate
goals regardless of their position in the firm (Jaskiewicz &
Klein, 2007; Pieper et al., 2008). In the same context,
intrafamily predecessors and successors may favor self-
interest goals, and if that is the case, they will act to
advance their own interests through opportunistic (Sieger
et al., 2013) and often limited rational behavior culminat-
ing in information asymmetries among the contracting
parties during intrafamily business successions (Madison
etal., 2016).

The research shows that during the succession process,
potential successors are given more responsibilities,
thereby increasing power (Cabrera-Sudrez et al., 2001).
However, the predecessor also has power and can influ-
ence the information exchange among the parties. It can be
assumed that the further the process advances, the fewer
information asymmetries will exist (Handler, 1994)
because of activities such as a long-lasting assessment and
the nurturing, development, and renegotiation of contracts;
however, until now, there has been no empirical evidence
for this phenomenon (Le Breton-Miller et al., 2004;
Madison et al., 2016; Schell et al., 2019). In addition, to
reduce tax disadvantages, a step-by-step ownership trans-
fer can occur involving both the potential successor and
family members who will not receive management power
(De Massis et al., 2008; Molly et al., 2010). This partial
transfer of shares can be seen as a signal that this successor
will ultimately be selected as the final management and
ownership successor (Schell et al., 2019). This can, but
does not have to, foster the information exchange process
by building trust and better aligning individual interests.

However, through the transfer of shares, the potential suc-
cessor receives additional rights to access important docu-
ments and information such as contracts and balance
sheets (Handler, 1994). Consequently, by ownership trans-
fer, additional interests and engagement are connected,
creating a demand for information. We argue that manage-
ment and ownership transfers can in each case lead to
information asymmetries being fostered but also reduced.
For example, it is assumed that additional management
power is accompanied by the legal right of information
(Cabrera-Suarez et al., 2001). The responsibility for staff
creates access to staff records and costs. These rights ena-
ble potential successors to obtain additional knowledge
and information (Cabrera-Suarez etal.,2001). Accordingly,
we propose the following hypothesis:

H]I. Different kinds of information asymmetries can be
observed in all phases of a family-internal succession
process in a manner that decreases over time.

Transferring information to a group instead of one per-
son requires additional resources (Avloniti et al., 2014).
The more potential successors there are in the succession
pool (children, nieces, nephews, others), that is, due to a
cousin consortium (Gersick et al., 1997), the greater the
likelihood of information asymmetries and individual
interests and goals that are diametrically opposed (Basco,
2017; Taylor & Norris, 2000). In their qualitative study, in
which they examine the transfer of network contacts to
successors, Schell et al. (2018) point out that complexity
increases when several potential successors are consid-
ered. It may even be necessary to transfer information
from one successor to another (Schell et al., 2018). If sev-
eral potential successors are involved in the process for a
long time and thus compete or are held responsible for the
exchange of information, it can fuel conflicts and thus pos-
sibly lead to information asymmetries, which are in turn
caused or promoted by the conflicts (Jayantilal et al.,
2016). This is especially likely to occur in the before and
during phases of succession (Schulze et al., 2001), because
in this phase, several people may be in the pool of succes-
sors; however, who is to be the final one has not yet been
selected. Furthermore, in the during phase, all candidates
may work in the company and be involved in entrepre-
neurial activities and therefore also be a part of communi-
cation processes (Nordqvist et al., 2013; Schell et al.,
2019). Ahrens and colleagues (2015) underscore that CEO
succession contests involve selectivity. In their study, they
found that male family successors are chosen not because
of higher human capital levels but because of the contest
rulers’ gender preferences in favor of male family heirs
(Ahrens et al., 2015). Consequently, even if it can be
socially assumed that nepotism and, above all, the choice
of the successor under the First Born Act no longer occurs
in family businesses, study results still show that there are
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still selection logics that include factors such as gender.
We propose that decreasing the number of potential suc-
cessors earlier and choosing a successor will allow an ear-
lier transfer of information to a limited pool of candidates
(Cabrera-Suarez et al., 2001). Both—the predecessor and
the successor—can diminish potential information asym-
metries at this stage, declaring to the family and all stake-
holders (Steier, 2001) about who will become the final
successors—leading to higher levels of candidates’ com-
mitment, generating more trust and diminishing the risk of
information asymmetries (Sharma et al., 2001). In addi-
tion, the selection of successors gives individuals the
opportunity, but also the responsibility, to obtain informa-
tion independently (Cabrera-Suarez et al., 2001). This
leads to the following hypothesis:

H2. More potential candidates lead to a higher degree
of information asymmetries.

Regardless of the types of goals that individual family
members might have during the succession process, such
family members often share common basic values because
they have been socialized in the same way (Astrachan
Binz et al., 2017). The potential and actual successors’
general behavior can be influenced by their upbringing and
shared stories about the family business or values from
older generations (Kammerlander et al., 2015). The com-
munication patterns in families are shaped by such sociali-
zation (Koerner & Fitzpatrick, 1997). Upbringing can also
influence the successor’s relationship with both his or her
family and the family firm. The socialization in families
shapes the rules, values, and norms of individuals and the
next generation.

Hillier et al. (2018) proposed that agency conflicts
between shareholders and creditors are lower in family
firms than in non-family firms. Yuan and Wu (2018) placed
this study into a wider context and proposed to include val-
ues when studying family firms, emphasizing values as the
“key determinant of family heterogeneity and family firm
behavior” (Yuan & Wu, 2018, p. 284). They conclude that
a value perspective may explain strategic behavior and
family business dynamics, and they consequently devel-
oped a conceptual model of family values (Yuan & Wu,
2018). From their point of view, the behaviors of family
firms are characterized by a linear connection between val-
ues, which influences strategic behavior and subsequently
family firm dynamics, which in return influence the values
of the family. Consequently, it makes sense to consider
values, especially in family businesses. Values are above
all individual and can also become group values if the
social group negotiates them. The congruence of values
reduces conflicts and creates space for communication. It
is therefore particularly important in the succession situa-
tion that the actors involved align their values and share
common values. As a result, sharing the same values can

result in fewer information asymmetries. Thus, we formal-
ize the following hypothesis:

H3. If the predecessors and family-internal successors
share the same values, there will be fewer information
asymmetries.

As in the general literature on information asymmetries
and how to avoid them (Akerlof, 1970), the same effects
would be expected in the context of intrafamily succession.
This could be reached by either professionalizing (Dekker
et al., 2015; Stewart & Hitt, 2012) or structuring the intra-
family succession process. In 1988, Lansberg discovered
that a lack of succession planning is one of the primary rea-
sons that many family firms do not outlive their founders.
These plans can result in both formal and informal actions
(Botero et al., 2015) such as a business succession plan and
formal selection criteria for the choice of a successor
(Schlepphorst & Moog, 2014) enabling a structured and
long-term information exchange process (Cabrera-Suarez
et al., 2001). Determining the company’s value and per-
forming due diligence, along with ensuring the successor’s
access to financial documents, can decrease information
asymmetries (Wasserman, 2003; Wennberg et al., 2011). In
addition, contracts with guidelines for behavior and the
decision-making of incumbents and successors can foster
information exchange (Aronoff et al., 2003).

As Chrisman et al. (2007) showed, monitoring family
managers can increase a firm’s performance. They also
argued that goal misalignment could have a negative
impact on firm performance. Therefore, managing the goal
alignment process through a strategically planned succes-
sion process enhances the possibility of a successful suc-
cession. Goal alignment can also be managed through the
integration of governance structures as Zellweger and
Kammerlander (2015) first described. Their study focused
on later-generation family businesses and developed a
framework for governance structures such as family
offices and trusts and the agency costs that result from
these structures. According to them, governance structures
can either decrease or increase agency costs. We propose
that the same concept applies to information asymmetries
as antecedents and, thus, that the existence of governance
structures, including clear responsibility for the business
succession process and rules for managing communica-
tions, decreases information asymmetries (Botero et al.,
2015; Suess, 2014). In summary, actions such as informal
and formal tools and processes, including implemented
governance structures, can minimize information asym-
metries during and after succession.

H4. Actions such as informal and formal tools and pro-
cesses minimize information asymmetries in internal
succession and help to counteract their emergence.
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Methodology

Research sample

We define our sample of family businesses as follows: (a)
the firm should be a self-assessed family business, (b) at
least 50% of the shares are held by family, and (c) one fam-
ily member is involved in managing the firm. Moreover,
the family business should either be preparing for a suc-
cession (before), be involved in an ongoing process (dur-
ing), or should have completed the succession (after)
(Chua et al., 1999). Following this idea, our dataset
includes 27.4% before-succession firms, 32.1% during-
succession firms, and 40.5% after-succession firms in
regard to the hand-over of management and leadership
position and no or only a partial hand-over of shares.

To assess these types of family businesses, we use data
from Hoppenstedt, including the addresses of (5.1 million)
German businesses and their family business status, size,
and industry sector. A total of 10,000 family business
addresses were randomly selected, mirroring the range of
firms in the database with respect to age, size, industry sec-
tors, and sales to generate a representative address pool. In
2015, a survey was provided to the participants either in a
printed or in an identical online version via e-mail; 4.8% of
the companies responded to the survey. To ensure that only
predecessors and successors were surveyed, we clarified
the role of the participant in both the firm and the succes-
sion process. Our final sample excluded all cases with
missing values, outliers that could be identified as input
errors, cases in which neither the predecessor nor the suc-
cessor answered the survey, and cases in which the com-
pany did not fulfill the above-mentioned criteria. Our data
cover firms in all three succession phases to catch every
stage appropriately in the data, generating data on informa-
tion asymmetries in internal family business successions.

To test whether a nonresponse bias was present, we
analyzed whether the answers of the first respondents dif-
fered from the answers of the last respondents. We sorted
the dataset by the return date and divided it into three parts
(Oppenheim, 2000) and used one-way analysis of variance
(ANOVA) in which the order of the returned question-
naires, in the form of the three groups, was used as a factor
(Dehlen et al., 2014). We found no statistically significant
differences between the mean values for any of the out-
come variables by these groups (Armstrong & Overton,
1977; Chrisman et al., 2004). To assess the extent of the
sample representativeness and the sample selection bias,
we randomly selected the survey participants. In addition,
we compared the descriptive data of our dataset to the
descriptive data of other studies on family businesses. The
average age of the firms in our dataset (73 years) was com-
parable to those of other datasets of German family busi-
nesses (e.g., Sieger et al., 2013: 75years; Dehlen et al.,
2014: 62years). The average age of the owner-manager
was also comparable across studies: 49.6 years in our data

versus 45 years (Dehlen et al., 2014), 51 years (Zellweger
et al., 2012), and 46years (Sieger et al., 2013) in those
studies. To assess common method bias, we designed the
questionnaire and the order of the questions in a way that
the respondents’ answers were not influenced by the
researchers’ underlying expectations. In addition, we
ensured the anonymity of all respondents to reduce any
social desirability bias (Podsakoff et al., 2003).
Furthermore, we performed a Harman’s single-factor test.
An exploratory factor analysis with all variables in the
regression (Model 8) led to a five-factor solution with
eigenvalues greater than 1. Taken together, these factors
explained 55.74% of the total variance. The first factor
explained 15.74% of the variance, which suggests that
common method bias was not a concern in our study
(Podsakoff & Organ, 1986). A bias attributable to possible
endogeneity could not be excluded because there are no
appropriate instruments available to assess this in our inde-
pendent variables (Hamilton & Nickerson, 2003).

Variables

In this study, the focus is on one dependent variable—
information asymmetries. Because the family business
research does not provide a measurement scale for infor-
mation asymmetries and more research is needed in this
area (Madison et al., 2016), we first develop single-item
measurements to check for information asymmetries and
additionally create an index combining these single items
measuring the existence and strength of information asym-
metries overall. To achieve this, we thoroughly elaborated
these single-item variables observing information asym-
metries according to the state-of-the-art literature on fam-
ily business succession (see Table 1).

At the current stage, the areas of information asym-
metries are mostly theoretically motivated and derived
from the business succession literature (Zellweger &
Kammerlander, 2015). Through a literature review, we
identified success factors of planned intrafamily succes-
sions. We did this because when information asymmetries
arise, the success of the transfer of a family business can
be diminished or even completely impeded. To use these
success factors, we propose that all involved actors must
be aware of these success factors and have the same knowl-
edge and, consequently, be able to fulfill and use these suc-
cess factors. The identified success factors have been
summarized thematically in the following categories:
duration, teamwork, finance, financial succession, legal
succession, social capital, educational requirements, com-
mitment, and selection. Table 1 provides a detailed sum-
mary of the identified success factors derived from the
literature, the questions we asked in the survey, and the
categories of the index.

In the first step of the analysis, (single) items based
on the above-mentioned literature review are used, and



179

Wolff et al.

(ponunuos)

*(1ossadopaud ay3 jo JusweIs

pue ‘Jossad9pa.d ay3 Jo Juswas.Se aelLIewW U0 ISP|OYy3.Ieys)
$30B.13U0 JuEIIodWI SMOUD| JOSSIIINS DY | 110SSIIDPA.]
*(dossadopaud

3Y) JO JUBWEIS] pUE ‘10SS29pa.d a1 JO JUBWD.ISEe elLIew

Joaued gO4 B 4q

anunuod ‘wuy ay3 3e sqol Bur-np dn pjing ‘Alqndasiadwi ‘Ajpqns ‘a|qea
Suuip aya 1 2ueas Aew (31de1/2101|dXD) 98pajmoud| Jo Jojsueay Y],
Jwoy e 3iym

(002
“[ 39 J3|[I|-uo3a4g 37)

(1007

*(1ossadapaud ayy

JO JUSWEISA] pue ‘Jossadapa.d
oY1 jo 3uswsaude [enndnusud
QuawaaJ3e diysaauiied)
UOISsa2INS [e33] 10§ SIDLIUOD
a3 Jo a3pajmour| Suip.esau

JuswoaJ3e Jop|oya.eys) $10e43u0d Jurlioduwil MO | 1I0SSIIING ssauIsnq ay3 3In0qe 93pa|MOUd| 31083 qIOSqE OS[e UBD JOSSIIINS dY |, “[e 39 ZaJgng-eJa.4qeD) SOLIIBWWASE UonEULION| uoIssa20Ns [e897] S
Auedwod ays jo saueys
ay1 Anq 01 [eaided Jo s;unowe Y3iy Mo.J0q 03 PI3U U0 SI0SSIIING,, (010T “I& 32 AjIol)
‘pa.IjsuR . |013u0d diysiaumo Ajiuey ureIsns o3 SaYsim dys 1o 3y
9q |!m Auedwod a3 Jo diysIauMO a3 MOY UOISSIIINS B 1 sounssaud [eipueuly 98eurw 03 ueld ISNW JBUMO ssaulsng Ajiwey ay] (z00T ‘sewoy]) ‘paJJajsue.l 9q 01 s| Auedwod
8uLINp pUE 940§9q P31EJIUNWIWOD AJB3[D 9ABY NO A :10SSII9PA.Id SIs9U491Ul a3 jo diysusumo moy
‘pa.Iajsue.) 9q /spaau siuedionaed aya jo uonoeysies ayn ‘A11u3a1ul Ajiwey ‘ssauisnq INOGE UONEJIUNWWIOD JB3[D)
M Auedwod a3 Jo diysisumo sya moy ‘uoissaddns ay3 3ulnp oY1 Jo AjiqeiA ay3 993ueJenS g 3USWdO|SASP 399.110D S31 9dUSN|UL (1007 'uoIssaJoNS [eIdURUY Bulpaesad uoIs$320NS
PUE 2.0J2q PaIBDIUNWWOD AJIe3|d SBY JOSSIIINS Y| :10SSIIING 783 540108} 3|dn|nW uo spuadap dIYsISUMO JO JBJSUERID [NJSSIIINS VY, “|e 19 ZaJeng-eJa.uqeD) Sa1119WWASE uonew.Ioju| [eduERUY b
‘(1
‘suoisiro.ad) sued [eIduBUY [[B SMOUY| JOSSIIING :IOSSIIPAY
*(svs1 tsuoisiao.d) sueld [eiduRUL || MOUD| | 110SS9IING *(s14 pue suoisiaoud)
“J9jsue.d Jo swn e Auedwod Auedwod ay3 jo sued [eduruly
9Y3 JO UOIEBNIS [BIDUBUI DY) SMOU| JOSSIIINS Al :JOSSIIIPa.d (D[Sl 91 01 SSaUIpEaJ PIdNpaYy,, pUE UOIIENIIS [BIDUBUY DY)
“I9jsue.l JO B3 BY3 oswy Jo a3pajmouw] Buipaedad
e Auedwod sy JO UONENIIS [BIDUBUL SYI MOUX/MAUY] | :1OSSIIING AJlwey Jo 24M1dNAIS [BIDURBUIY BY2 UO UOISSIIINS Jo 1dedwi Juedyiusis, (010T “Ie 32 Aljo) SaLIIAWWASE UoEWLIO| 2dueuly €
. uolsayod Ajiwey
1294 UBD I0SS3IONS puE JISBUBLL-ISUMO YY) USIMIDG UOIIE|D HIOM (6661 ‘UOISOAIRH
“susWaa.Se 0 Ayenb ey $35938ns (F66|) UrYORIISY puR Buaqsue] Aq YdJeasay,, g sieeq 'S °d) ‘s;uswasue.re 01
||e 03 paJaype (Jej OS) SeY JOSSIIINS DY | :JOSSIIIPA.Y .“1oddns S[IOMWES) JUBWIIWWOD (zioT 9dUDJaYpE [BNIN "JOSSIIINS
'S3USWS3.SE ||B 03 paJaype (Jey OS) SABY NO A 110SSIIING SuiKpoquie aduanjjul Ajiwey jo 303dse se A30.didad Jaquisw Ajiwed,, “[e 39 SUUBWLID||DY) 9y pue Jossadspaud ays jo
'SJUSWI3.1SE |[B 01 PaJaype (Jej OS) 9ABY NO A 1IOSSIIDPay OMOMUWED) PUB 92UBUIDAOS SS2UISNG ‘dIYSIOUMO SAIBYD uoneiadood ays Suip.aesad
'S1UBWID3.IZE |[& 03 PaIdype (JBj OS) SBY JOJDJSUL.I DY 1IOSSIIONG  UO UOIEBINPD PAau suisnod pue s3uljqis dys ‘ssauisng oy pJendajes o] (£00T “[e 3@ yououy) S9LIIAWWASE UonEWLIO| SJoMmwes | T
w3y ur uondnusip Buisned A|qissod ‘Qusawiajoaul aeridoaddeul
Ue 0] SJ9J. W) 3Y| "JOAO0 ude1 A|pasoddns sey uonetsauss 1xau aya
938 UDAS ‘SSDUISNQ SY3 Ul 9]0 JUBDIUSIS B SUIRISI ISPUNOY B3 ‘DUSH,, (600T ‘snasn[ g 4o3eD)
. Juonisue.l uolssaddns 939|dwod
® 10} 9UI| SWI3 B SUIpN|dUl ‘SONIAIDE S ,UONEZIUBSIO SY) Ul PIA|OAUI pUE
SAIIDE UIBWAJ [[IM UONEISUSS (S.J9punoy) Jolid aya yaiym o3 Ju1Xxd 3y
SuiAjlie|d 38 pawie 3q pP|NOYs SUORUSAJIIUI ‘A3I|IqRIS [BUISIUI UlRIUIRW (6661 ‘UOISOAIRH
01 Ajiqe s11 uo a3uly Aew ssauisng 9y JO SSIIONS B3 AsNEI,, % siAeq 'S 'd)
.ssad0ud (100T
‘noA Aq 01 pataype puE PeIEdIUNWLIOD 2881SN|NW B PAIIPISUOD S| UOISSIIINS ‘DANNDdsIad ssado.d aya wou,, “|e 39 ZaJeng-eJauqeD)) "3Ul|pEsp UOISSadNS
Al4ea|> 9q ||IM/SEM 21D USAOPURY Y| :JOSSIIDPa.Y ($00T 33 01 2DUBIBYPE PUE JO
-Jossadapa.d ays Aq 03 paJaype pue . /UOISSIONS JO DUNJBU DAL DIWEUAP ‘WI21-8U0T,,  “[& 39 J3||I|-uola.g o) uonesuNWWod ay3 Suip.esa.
P3e2IUNWIWOD AJJB3[D 9q ||IM/SEM 9IBP JSAOPURY Y| 11OSSIIING . ss920.d e se uolssaddng,, (r661 “13|pueH) S9LIIBWWASE UonEWLIoM| uoneIng |
(948D X3pul 33 0} 24nel)|
Ain 1) § 03 (9a48psip Ajnj 1) | wouy Suidued sajeds 14317 uod-g 93 WO.y S1031DB) $S9INS
AsAJns ay3 Ul syusWRIBIG 10128} $S92NS/22.IN0S Y3 Ul IS $32.4n0g 33 JO INO JUSIUOD PAALIQ sysed xapu|

"X3pul A119WWASE UOHEBWL.IOJI 9Y) JO IUSWEBPUN SB UOISSIIINS SSAUISN] O} SI01DE) SSIIONS *| d]qe L



Business Research Quarterly 25(2)

180

(L661 “I& 39 dIsu9D) ssad0.d auaus

93 3ulINp Je3]> SEM JOSSIIINS B3 JO IDI0YD BY| 1I0SSIIIPA.d
*J0$S922NS B3 3q

PINOMm NoA 1ey3 $s320.d 2.413US 9Y3 SULIND JBD|D SBM 3| 1I0SSIIING

‘Auedwod

SY3 JOAO {3 03 JOSSIIONS B3I JO YSIM Y3 SI/SEM 3| :I0SSII9Pa.ld
‘Auedwod 33 J9AO 93[EI 03 YSIM JINOA SBA/SI 3] 11OSSIIING
*JOSSIIINS S UOI33[9S dY3 10} W 03 Jueriodwi AISA s

/SEM 10S$920NS 33 JO dduaLIadXa [euolssajo.d oy 110ssad9apa.d
*JOSSIIINS SB UOIIID[DS dY3 o) Juelodwi AIDA S|

/sem 2duaL1adxa [euoissajoad Aw ‘1ossadapaud a3 Jo4 :10ssaddng
*10$$920NS

SE UOIID3|9s 9Y3 40§ SW 03 Jueliodul AISA SI/SEM 10SSIIINS

a3 jo (saipms Jo diysaonuaadde) Sujuress ay] :iossadapald
*1OSSIIINS SEB UOIIID[DS dY3 U0} Jossadapa.d ay3 03 Juelsodw

. uolssaddns Sunuasud
‘sSaUISNq A|IWR) SABS| O3 SPIJSP ‘PIIBIISNY SWOII] ABW S.10S5320NS
[enuaod ‘Buis-ssauSoud a.e s3uiyy moy >oeqpasy dipotiad INOYIIAA,,

. SIUBPUIISIP JIdYL
JO |[& 01 sJ40ss922ns [enuslod swod-aq 03 ANjigissod aya uado Aaya
‘sl 3ey2- JuawaSeurw pue diysIaUMO dJeys OYM SI1SIS pUe SIaYloiq
JO Wea) & 91ea.d 01 3do sa|jIwey AUBW JBY) SAIBDIPUI |DIBISDY,,
,’$$920NS s Wl pue s[eos [euoneziued.io w.-3uo| Suntoddns

01 2INqLIIUOD JBY) SIDINOSII PIPPIGUI A|[BID0S . YIIYM ‘Wsinie
|edoudidau pue ‘@duapuadapaaiul ‘AjeAo) Jo sjpA3) Jaysiy Juasaad
JUBWIIWIWOD [euoneziuedo Aq paziaide.eyd aJe 1.yl suwily Ajlwed,,

. UOISSIDNS JO 9OUS.LINII0 BY3

03 [B21314D SJE PIYd 3Y3 JO JUSWIIWWIOD PUB UOIIBAIROW Y3 Yy3oq * * °,,
.'S398.e3 Su0W/ U0

03 92UBA3|9J JO UOIIDE JO 9S4NOD € 03 [enplAlpul ue Suljjodwod a3e1s
[ed180joya4sd Jo puiw Jo dwely Se padualIadxa 92.0) SB JUSWIIWWOYD),,
J9duelIodwl Ul Yayly PUB Y3INO) PR 949M S||Djs [euos.adaiul

puE SUDjRW-UOISIDAP JBY3 398} 9Y3 AQ PIJUSPIAS SE ‘10SSIIINS

e 3unnoajes ul 101dey Juelioduwi ue si 93us3adwod 9s4nod 4O,

‘wy Ajiwrey aya apisano (s)diysadnusadde

1o 9dualiadxe [euonednado < adusliadxe [euonednado < [ell
uewnH pue Sujure) J11eWIIsAs U0 $92.39p AlIsIaAIUN SB YoNs
suonesyifenb [euonesnpa < uonesNpa < [eaided uewny :sio3de4

. P3Yde3Ie dn[eA paAIRdIad 93 JO SWIDI Ul SIOUDISYIP

(8007 “Ie 39 sissely °Q)

(zooz

“|e 39 Z3.JBA|Y/-BIDJRD))

(5107 “|e 3@ uosme()
(s10z
OPIUIBAA B US|INII)

(5007 ‘Suiau) g euLIRYS)

(8661 “IE 30 UrWSIIYD)

(10T

*P9922NS p|NOYS J0SSIIINS B
B3 JUSPIAS SBM 1] ‘ssd0.d
aJius ayy MC_LJD *J0SS?00Ns
QY3 jJo uondsas aya sulpJedad
S31IIDWIWASE UOIIBWLION|

‘Auedwod

33 JBAO 3|E] 0] JusaWIWWod
$,1055920ns a3 SuipJesau
S31IIDWIWASE UOIIBWLION|

"92ualiadxa dJom pue
(sa1pnas diwapede Jo Sujureay
[euoIBI0A) s3UBWSIINDA
|euonesnpa 3uip.aedau

uond3|ag ‘6

usUIWWOD) '8

sjuawaJinbau

AJ9A si/sem (sa1pmas Jo diyssonusidde) uoneonpas 4} :1ossaong YS1|s pul} 9M YdIym oy} Sse|D AJuo SY3 s UoNEINPS ‘A|qedeway,, ‘3ooy %8 3s4oyddsyds) S31IIDWIWASE UOIIBWLION| [euonzeonpy i
. JuoIsSnyIp uonewL.IouUl Jo ADUBIdIYd BY3 sasea.dul [eaided [eidos,, ‘(419Ame| pue quelNSUOD djueq
sdiysuonejaua ul “ueljnsuod xe3) Auedwod ay3
*(49AMe| pue ‘quel|NSUOD djueq ‘Queljnsuod xel) Auedwod ayy POppPaqWid sa2.unosaJ ay3 se pazijenidasuod A|esauas si [eaded [edos,, 4oy a)doad aduauayeu Auedwod
40 suos.1ad 10BIUOD [EIIUID SMOUY| JOSSIIINS DY | :JOSSIIDPA.Y . leaded [edos [euoneziued.io 9y3 01 [EJIUID $IDBIUOD DY)
*(J9AME| pUE 2UBINSUOD >UBq ‘AUBINSUOD puE [enpIAIpul ul SUIpISaJ AN[BA YdNuw S| 349Y3 ‘sasludiaiua Jo a3pajmour| Suip.esau

xe3) Auedwod ay3 Jo suos.ad 319830 [BJIUSD MO | 1IOSSIIING Aurw Joj FeY) SI AIIAIDE SUDLIOMIBU JO 10940 dAIRINWND BY ], (1007 ‘421935) S9LIIBWWASE UonEWLIoM| [eaide Jepog 9
(948D X9pul 93 10} 9.4Myel|
Ain 1) § 03 (9a48psip Ajnj 1) | wouy Suidued sajeds 149317 ulod-g 93 WO.y S1031DB) $S9IONS

ASAJns ay3 Ul sUSWRIBIS 10128} $5920N5/92.N0S Y3 $92.4n0§ 93 JO INO JUSIUOD PAALIRJ s1sed xapu|

(penunuo)) °| 3jqeL



Wolff et al.

181

questions about whether, how, and in which fields,
regarding the identified success factors, different infor-
mation asymmetries can occur, and if they do, at which
phases of the internal family business succession pro-
cess. In the second step, we determined how these (sin-
gle) items relate to each other and combined them into
an aggregated variable, the information asymmetries
index that was designed to measure the level of informa-
tion asymmetries in general and overall. We are aware
that generating an index means at the same time losing
deeper information due to the aggregation of variables.
However, to obtain a global indicator for the extent of
information asymmetries in a company, we decided to
create the index. At this stage of the research in this
field—because a general measurement is missing as well
as a comparison of information asymmetries across
companies, the index solution seems more adequate to
measure all kinds of information asymmetries to catch
the heterogeneity of family businesses and the variety of
possible information asymmetries at different phases in
the process. The index is generated as the mean of the
nine identified items (representing different areas of
information asymmetries). First, the mean value for each
category was calculated. Second, from these mean val-
ues, an overall mean value for the information asym-
metries was generated for every surveyed case. The
reliability of the information asymmetries index was
tested with a Cronbach’s alpha (Cronbach, 1951), and it
showed a satisfying value of .794. At this stage of the
research, this general index covers all kind of informa-
tion asymmetries to measure them on an aggregated
level and thus to obtain a preliminary idea of whether
there are information asymmetries at different stages and
to what extent and to identify some of their antecedents
or influencing factors.

The following independent variables were included in the
analysis to examine the effects of different factors on infor-
mation asymmetries, derived from the discussion of the cur-
rent research in the field. The variable phase indicates in
which stage the family-internal succession process of the
respondent’s firm is classified (before, during, or after) (Le
Breton-Miller et al., 2004; Nordqvist et al., 2013). As dis-
cussed above, information asymmetries should diminish
over time from stage to stage. To measure shared values, a
S-point Likert-type scale is used, and the respondents had to
disagree or agree with the following statement: “The family
members share the same values.” This question was taken
from the Family Influence on Power, Experience, and
Culture (F-PEC) Scale from Astrachan et al. (2002). We
added the number of overall potential successors to address
the fact that more than one succession candidate is being
considered and that this aspect could affect the emergence of
information asymmetries.

To obtain preliminary insights regarding the effects of
instruments and measures to decrease information asym-
metries, three variables are generated. The first is measures

taken where the respondents agreed or disagreed on a
S-point Likert-type scale on the question “Measures were
taken in the business succession process to prevent or
reduce information asymmetries.” The second is the meas-
urement of clear responsibilities or governance structures
following the recommendations of Zellweger and
Kammerlander (2015) to determine whether there are clear
responsibilities or governance structures for predecessors
and successors to avoid the emergence of or reduce infor-
mation asymmetries. These two independent variables are
measured with single items because there are no validated
constructs for the corresponding instruments. We do so
because single items are easy to understand, do not require
complex psychological backgrounds (Hair et al., 1998),
and lead to shorter, easier-to-understand questionnaires
without repetition or divergence (Petrescu, 2013). In addi-
tion, studies have demonstrated that there are no differ-
ences in the predictive validity of multiple-item and
single-item measures (Bergkvist & Rossiter, 2007). Finally,
the tools and processes index is used to calculate the sum of
five often-mentioned processes and tools in the succession
literature to plan the family-internal business succession
process: (a) financial transparency/due diligence, (b) com-
munication plan/strategy, (c) contract for the behavior of
the predecessor after succession, (d) list of criteria for suc-
cessors, and (e) training for successors (Molly et al., 2010;
Steier, 2001). These items were measured dichotomously
and coded as 1 when the process or tool was used and 0 if
not. The reliability of the fools and processes index showed
a high Cronbach’s alpha value (.961).

Control variables: To ensure that other environmental
factors not captured by our theoretical discussion do not
affect our results, several control variables are included.
The number of actual successors shows how many actual
successors are involved in the succession process (Gersick
et al., 1997). By asking the respondents about the number
of generations running the firm, we test for an influence of
possible learning effects from previous successions
(Cabrera-Suarez et al., 2001). Furthermore, we add the age
(metric) of the respondent as well as the gender (dummy
variable) coded as 1 when the respondent is female (Sieger
et al., 2013). In addition, we add the role as predecessor
coded as 1 when the respondent is the predecessor to check
for the influence on whether the predecessor or the succes-
sor answers the questionnaire.

Furthermore, the degree of kinship between the prede-
cessor and successor of the firm may influence informa-
tion asymmetries because the more closely related the
individuals, the more familiar they might be with each
other and the firm. Firm size may also influence informa-
tion asymmetries; therefore, we control for the number of
employees, which is a generally accepted measure of com-
pany size. It has been shown that small, medium, and large
firms have significantly different (governance and organi-
zational) structures (Haveman, 1993) and that larger com-
panies have a greater number of differing interests at stake.
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Table 2. Variable description table.

Variable

Description

l. Information asymmetries index

2. Phase

3. Number of overall potential successors
(family, employees, and external)

4. Shared values

5. Measures taken against information
asymmetries

6. Clear responsibilities/governance structures

7. Tools and processes index

8. Number of actual successors

9. Generation

10. Age

I Female

12. Predecessor

13. Degree of kinship

14. Employees

15. Industry Sector | (dummy): agriculture and
forestry

16. Industry Sector 2 (dummy): manufacturing
industry

Index consisting of the sum of nine areas of information
asymmetries: (a) duration, (b) teamwork, (c) finance, (d) financial
succession, (e) legal succession, (f) social capital, (g) educational
requirements, (h) commitment, and (i) selection.

All items are measured with equally oriented 5-point Likert scales.
The Cronbach’s alpha of this variable is .794.

Actual succession phase (| before, 2 during, and 3 after).

The respondent had to indicate how many successor candidates
other than the current successor were conceivable.

The family members share the same values (5-point Likert scale).
Measures have been taken in the business succession to prevent or
reduce different information asymmetries (5-point Likert scale).
As a measure to avoid the emergence of or to reduce different
information asymmetries, we used the question asking whether
there are clear responsibilities and governance structures for
predecessor and successor. Dummy | equals yes.

Index consisting of the sum of five possible processes and tools
that could be used during business succession: (a) financial
transparency/due diligence, (b) communication plan/strategy, (c)
contract for behavior of the predecessor after succession, (d) list
of criteria for the successor, and (e) training for the successor. The
items are measured dichotomously. | represents that the process
or tool was used. The Cronbach’s alpha of this variable is .961.
Number of successors in the current business succession.

Actual generation of the firm.

Age of the respondent.

Dummy equals | for females.

Dummy equals | for predecessors.

Degree of kinship between the predecessor and successor of the
firm (equals | for parents, children, and siblings; 2 for grandparents,
grandchildren, and nephews and nieces; 3 for great-grandparents,
great-grandchildren, and grandnephews and grandnieces).

Number of employees.

Industry sector dummy equals | for the agriculture and forestry
industry.

Industry sector dummy equals | for the manufacturing industry.

To check for the general impact of industry, the respond-
ents had to classify their firm as one of 22 industries meas-
ured by the European Community’s Nomenclature of
Economic  Activities (NACE) codes (European
Commission NACE Rev. 2). The answers are aggregated
into three sectors: (a) agriculture and forestry, (b) the man-
ufacturing industry, and (c) service. We use service as a
reference category in our regression analyses. In Table 2,
we provide a detailed overview of the variables in the
regression models and explain their operationalization.

Analyses and results

Descriptive data

Table 3 presents the mean, standard deviation, minimum
and maximum values of the dependent and the independent

and control variables used. Table 4 shows the correlations
and variance inflation factor (VIF). The tables show that
there are correlations and that the VIF indicator ranges
between 1.094 and 3.276, which is below the recommended
threshold value. Thus, no multicollinearity is present in our
data (Hair et al., 1998). The highest VIF value (3.276) is
caused by the expected high correlation between the char-
acteristic of being a predecessor and the high age of a per-
son (.723). The high correlation between the number of
overall potential successors and the number of actual suc-
cessors (.543) was also to be expected; however, neither
variable has an impact on the model.

The first goal of the article is to observe information
asymmetries in family-internal successions at different
stages. Thus, the single-item variables measuring informa-
tion asymmetries were analyzed as well as the aggregated
index. Figure 1 provides an overview of these data.
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Table 3. Descriptive statistics (N=215).
Variables M SD Min. Max.

l. Information asymmetries index 1.74 0.64 1.00 4.89
2. Phase 2.13 0.82 1.00 3.00
3. Number of overall potential successors (family, employees, and external) I.14 1.21 0.00 6.00
4. Shared values 4.40 0.86 1.00 5.00
5. Measures taken against information asymmetries 3.40 1.39 1.00 5.00
6. Clear responsibilities/governance structures 0.44 0.50 0.00 1.00
7. Tools and processes index 2.78 2.26 0.00 5.00
8. Number of actual successors 1.49 0.69 1.00 4.00
9. Generation 2.75 1.34 1.00 6.00
10. Age 49.78 14.20 20.00 80.00
1. Female 0.19 0.39 0.00 1.00
12. Predecessor 0.39 0.49 0.00 1.00
13. Degree of kinship 1.09 0.39 1.00 3.00
14. Employees 202.80 733.70 1.00 6500.00
15. Industry Sector | (dummy): agriculture and forestry 0.03 0.18 0.00 1.00
16. Industry Sector 2 (dummy): manufacturing industry 0.53 0.50 0.00 1.00

SD: standard deviation.

Figure 1 delivers the data that information asym-
metries in the intrafamily business succession process
can be observed in all subject areas derived from the
literature. We especially observe information asym-
metries concerning timing and selection issues regard-
less of the phase of the succession process. Moreover,
the data provide preliminary insights regarding all
information asymmetries as single items as well as the
index that in the before phase, these values are the high-
est decreasing over time until the after phase (Le Breton-
Miller et al., 2004). The aggregation of the single items
to the index does not influence these results. With the
existence of information asymmetries and a decline
over time in the family-internal succession process,
these findings provide preliminary evidence to answer
our research questions and support our first hypothesis
even on a descriptive level that does not deliver any
causal results.

Regression analysis

We used ordinary least squares (OLS) regressions to test
our hypotheses and the discussed effects in eight models
as shown in Table 5. In the first regression model, the
control variables are included. In the subsequent regres-
sions, Models 2, 3, and 4 are run to test the single effect
of the main independent variables discussed in the theory
section. Models 5, 6, and 7 check the effect of the varia-
bles that might decrease information asymmetries. In the
final model (Model 8), all variables are integrated to
check for the robustness of the former results. All models
are significant (F-test), and including additional varia-
bles provides a better explanation of the spread of infor-
mation asymmetries (adjusted R?).

The first regressions testing the influence of the phases
of family-internal succession processes show a highly sig-
nificant impact of family values and an effect of the number
of overall potential successors (Table 5, Models 2, 3, and
4). These effects are observed with stronger and more
information asymmetries in the earlier stages and fewer in
the later stages (H1). This result remains robust when test-
ing the phases as dummy variables with the during phase as
an anchor. In addition, the number of overall potential suc-
cessors significantly increased the information asym-
metries in all phases (H2). In the overall model, the effect
of the number of overall potential successors is not signifi-
cant (p <.082). This is due to the correlation with the phase
that is also included in the overall model and suggests that
the negative influence of the number of overall potential
successors solves itself simultaneously with the progress
through the phases within the succession process.

A strong, significant negative effect of the common and
shared values of predecessors and successors on informa-
tion asymmetries (H3) is observed: The fewer shared val-
ues there are between the parties, the more the information
asymmetries will increase. These results remained robust
in all models.

The second set of regressions (Table 5, Models 5, 6,
and 7) reveal highly significant results showing a
decrease in information asymmetries when the dis-
cussed measures were implemented during the succes-
sion process (H4). In addition, Models 6 and 7 present
significant effects of clear responsibilities/governance
structures and the tools and processes of planning spe-
cific issues even during the succession process, decreas-
ing information asymmetries significantly in both cases
(H4) when these variables are included. Again, the
results remain robust in the overall model.
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Figure |. Information asymmetries by succession phases.

It is also shown, through the insignificance of the con-
trol variables, that the emergence of information asym-
metries in intrafamily business succession is independent
of the number of actual successors, the generation of the
firm, the age of the respondent, the gender of the respond-
ent, the degree of kinship, the number of employees, or the
industry.

To test the robustness of the results, other industry control
variables were included (22 industry dummies instead of the
industry sectors) and obtained the same significance levels,
directions, and effect sizes. Furthermore, the same regression
models were analyzed with information asymmetries as the
dependent variable measured as a self-assessment question
generating similar significance levels, directions, and effect
sizes, which supports the robustness of our results. Please see
Appendix I for more information on these results.

Discussion and contributions

Although it is widely claimed that there is limited informa-
tion on the asymmetries and agency problems among fam-
ily members in family business, this is not self-evident,
and results are often at a qualitative descriptive level,
delivering mixed observations (Madison et al., 2016).
Most of these studies neglect the heterogeneity, the impor-
tance of values, and the numbers and generations of the
involved family members and owners, which might foster
information asymmetries (Basco, 2017; Mufoz-Bullon
et al., 2018; Nordqvist et al., 2014). In addition, even
recent studies finding the first empirical support for the
notion that information asymmetries and agency problems
in family business exist fail to disentangle the different
kind of information asymmetries at different stages of suc-
cession (Madison et al., 2016). Thus, a more detailed
understanding of how information asymmetries occur, and
in which areas, is missing. In light of these results, we
argue that it is beneficial to further address the question of
whether and to what extent do certain kind of information
asymmetries occur in family firms during the intrafamily
succession process: What kind of information asymmetries

exist in intrafamily successions? How do the information
asymmetries change during different phases of succes-
sion? What factors condition the extent of information
asymmetries? Our study is one of the first to provide quan-
titative data observing various information asymmetries in
family firms in different stages of succession. By measur-
ing single-item effects as well as the development of an
information asymmetry index, we provide empirical evi-
dence of the extent of information asymmetries and aspects
influencing the level and kind at the different succession
process stages.

First, we were able to show that during the succession
process, information asymmetries exist in general, and the
phase of the succession influences the extent of such asym-
metries. These findings contribute to the family business
research by supporting the ongoing discussion on existing
information asymmetries in intrafamily business succes-
sion and delivering empirical evidence supporting the idea
ofantecedents ofagency costs (Zellweger & Kammerlander,
2015). This insight can thus also provide the basis for
research strands such as the “advisors in family firms”
strand. Only when it is known which information is rele-
vant, where there are information deficits, and where the
actors involved need support can advisory in family firms
be effective (Bertschi-Michel et al., 2019; Michel &
Kammerlander, 2015; Strike et al., 2018). That agency’s
behavior can also or especially arise during succession,
which Madison et al. (2016) already suspected in their
paper, is confirmed by the concrete identification of infor-
mation asymmetries.

Second, we can show that at the beginning of the suc-
cession process, information asymmetries are more widely
spread than in the later stages (H1). Thus, information
asymmetries decrease over time due to the changing roles
and influence of the incumbents and successors over time.
This is especially an increase of power for successors, ena-
bling them to obtain additional information about, that is,
the financial situation of the firm and critical documents or
contracts (Cater & Justis, 2009). Specifically, the findings
provide clear suggestions for which type of crucial infor-
mation must be exchanged during succession, either for-
mally or informally to make a generational transfer of the
family firm successful. Thus, this research strongly sup-
ports the need for a planned, well documented, and trans-
parent intrafamily business succession. Our study shows
that, especially in the before and during phases, informa-
tion asymmetries occur. In line with Schell et al. (2018),
who show that there is a signaling process during the busi-
ness succession situation to minimize information asym-
metries over time, this study provides insights that
information asymmetries in the categories of the selection
criteria are highly relevant, especially regarding teamwork
issues between successors and predecessors, the duration
of the succession process and commitment (McMullen &
Warnick, 2015). Therefore, our study underscores the need
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Table 5. OLS regressions.

Independent variables Model I Model 2 Model 3 Model4 Model5 Model 6 Model 7 Model 8
2. Phase =3 9FFk —.226%*
3. Number of overall potential successors 197* 122
(family, employees, and external)
4. Shared values —.408%** =32k
5. Measures taken against information —.289%** —.154*
asymmetries
6. Clear responsibilities/governance =31 0%k -.160*
structures
7 Tools and processes index —.338%kk - 2Q9Hk*
8. Number of actual successors -.029 -.041 —-.131 -.076 -.037 .048 .037 -.062
9. Generation .026 .020 .025 -.005 .074 .066 .005 .031
10. Age -.096 .083 -.090 -.181 -.062 -.079 -.072 .008
Il.  Female .042 013 .030 .075 .068 .041 .084 .078
12.  Predecessor -.085 -.305%  -.097 .076 -.023 .042 -.077 -.061
13.  Degree of kinship .025 019 -.009 .009 013 -.016 .027 -014
14.  Employees 122 169* .085 116 .090 109 .101 .091
I15.  Industry Sector | (dummy): agriculture .105 .067 117 .104 119 118 .081 .085
and forestry
16.  Industry Sector 2 (dummy): -.049 -.037 -.053 -.033 -.079 -.054 —-.041 —-.045
manufacturing industry
Observations 215 215 215 215 215 215 215 215
R? .072 .143 .098 221 .146 .159 .178 404
Adjusted R .032 .10l .053 .183 .105 .18 137 .359
F 1.779 341200 2207%  5793FFF 3498k 3 855%Fk  4.408%F  8.995%Hk
Durbin—Watson 1.616 1.674 1.581 1.701 1.624 1.718 1.629 1.804

OLS: ordinary least squares.
Standardized estimation coefficients are reported.
Significance levels: *p <<.05; *¥p <.01; ¥**p <.001.

for family firms to undertake strategic planning, nurturing
programs for potential candidates and a planned step-by-
step handover of the family firm, through these actions
reducing information asymmetries (Lansberg, 1988). This
is also because predecessors have time to verify the com-
mitment level of potential successors and assess their skills
in running and leading a business (Basco & Calabro,
2017).

Third, showing that information asymmetries increase
by a greater number of potential successors (H2), our
results strongly support the need for communication and
planning regarding a clear decision about who should suc-
ceed and the selection criteria, supporting the recommen-
dations of the previous research (Schlepphorst & Moog,
2014). The complexity of information exchange increases
with the number of people involved (Schell et al., 2018). In
addition, it can be assumed that conflicts between siblings
may still be stirred up (Jayantilal et al., 2016). This condi-
tion gives indications that a consciousness, for example,
via the signaling game, can be useful in structuring the
succession process and minimizing complexity.

Fourth, our research highlights the importance of fam-
ily members sharing values and thus a form of family
bonding (Jaskiewicz et al., 2015). Individual family

members have their own expectations and goals in the
ongoing and complex negotiation process of the family’s
internal business succession (Astrachan Binz et al., 2017).
Common values are beneficial for information exchange,
and they decrease information asymmetries (Jaskiewicz &
Klein, 2007). This makes it easier to align diversified goals
over time if all actors in the process share almost the same
values and norms (Frank et al., 2010). This behavior of
problem-solving and handling goal alignment is closely
connected with stakeholders’ satisfaction of the transfer
process (Le Breton-Miller et al., 2004). A lack of informa-
tion can result in dissatisfied people who feel uninformed
and unable to make clear decisions, which is crucial for the
long-term survival of a family business.

Finally, the outcomes of the study theoretically and
empirically underscore the need to implement (clear) gov-
ernance structures (Stewart & Hitt, 2012; Suess, 2014) or
strategic advisors to diminish and overcome information
asymmetries (Michel & Kammerlander, 2015; Strike et al.,
2018) to reach a successful succession. The support of H4
suggests that instruments from personnel economics such
as monitoring (Lazear, 1998; Schulze et al., 2003) to struc-
ture the succession and information exchange process can
decrease information asymmetries in the family-internal
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succession in accordance with the literature on profession-
alizing family firms (Stewart & Hitt, 2012; Wiklund et al.,
2013).

Implications for practice

This study also has important practical implications.
First, it is a key finding that information asymmetries in
family firms are caused by the heterogeneity of interests
among family members (Zellweger & Kammerlander,
2015) in contrast to the idea that family business mem-
bers may suggest that there are no blind spots among
relatives with close connections. To be aware of this
phenomenon is important to instate continuous commu-
nication to decrease and overcome information asym-
metries throughout the various stages of succession.
Second, our study shows that family members of differ-
ent generations have various goals and intentions
(Aparicio et al., 2017), which may produce information
asymmetries or agency costs. The existence of shared
values among predecessors and successors can decrease
information asymmetries. Yuan and Wu (2018) under-
score that values in family firms could be a main source
of family firm heterogeneity. They developed a family
business value model based on Schwartz’ bipolar value
model. Schwartz (1994) argues that four higher-order
value types oppose cach other to a certain extent and
form two bipolar value dimensions. For example, it is
justifiable that values emphasizing change, own thought,
and action (openness to change—OC) oppose values
emphasizing on traditional practices, self-restriction,
and security (conservation—C). Similarly, values focus-
ing on personal success, power, and authority (self-
enhancement—SE) oppose values focusing on the
general benefit and welfare of others (self-transcend-
ence—ST). It can be assumed that an awareness of the
different prevailing values in family businesses can be
useful. In addition, certain value orientations could have
a positive (openness to change) impact and others a neg-
ative (conversation) impact on business succession and
information sharing. For example, it is a good idea to
have advisors accompany this process who are trusted
by all the actors involved (Michel & Kammerlander,
2015; Strike et al., 2018).

This finding highlights the importance of the upbring-
ing of potential successors in multigenerational family
businesses (Jaskiewicz et al., 2015) and the sharing of val-
ues regarding family and business being crucial to the suc-
cess of negotiation agreements and succession (Kotlar &
De Massis, 2013). Third, our study reveals that the less
informed potential successors in the pool for succession
are—regarding selection criteria or who might be a succes-
sor—the more information asymmetries may exist. These
findings support the need for clear and fair communication
to develop a transparent plan for a succession supported by
all family members—with governance structures and

milestones significantly diminishing information asym-
metries (Schlepphorst & Moog, 2014). Relevant actors
should know about such asymmetries and address the chal-
lenges they present to develop family businesses sustaina-
bly, and consultancies or politicians should make clear
statements acknowledging the existence of information
asymmetries.

Limitations, future research, and
conclusion

Despite the contributions of our study, certain limitations
should be kept in mind when considering our results.
First, the outcomes rely on a single informant per firm
and the subjective nature of data. However, this trade-off
must be weighed against the current missing insight and
the complicated access to obtain data on information
asymmetries in family firms. Future research should col-
lect dyadic data for a deeper understanding of all involved
actors (Gooty & Yammarino, 2011). Second, our data
underscore the existence of information asymmetries but
offer little information regarding the concrete effects of
information asymmetries, that is, how and to what extent
they cause agency problems such as adverse selection or
moral hazard. Thus, further research should focus more
on the effects. Although, for example, the study by Schell
et al. (2019) shows that a signaling process takes place
during the succession process that reduces information
asymmetries with regard to the selection of successors,
further possibilities for dealing with information asym-
metries, as well as the consequences thercof, remain
unexplored to date. It might be helpful for research and
practice to investigate these underlying effects. However,
we report results on how family firms can either over-
come information asymmetries or handle interactions of
heterogenecous interests to decrease such interests.
Furthermore, as often occurs in the family business
research, our study is based on successful German family
firms that are still active in the market; thus, those firms
could successfully address information asymmetries by
finding appropriate solutions. Due to this survival bias,
our data cannot answer the question of information asym-
metries that lead to failure in family business. Finally, the
state of information of predecessors and successors
changes over time. Thus, working with cross-sectional
data in our study limits the analysis of change processes
over time. Nevertheless, we have delivered initial insights
into this topic. However, future research should under-
take longitudinal studies to offer further insights into the
dynamics of information asymmetries. Nevertheless, our
study generates preliminary evidence helping to profes-
sionalize the planning and execution of succession pro-
cesses. Even with these limitations in mind, we are
confident that our results contribute to the research on
family-internal business succession processes, informa-
tion asymmetries, and strategy.
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This study shows that information asymmetries exist in
family businesses during intrafamily successions. We pre-
sent new theoretical and empirical insights into how infor-
mation asymmetries can be traced back to family structures
and phases in the succession process and deliver parallel
insights into how these issues can be overcome, that is,
family firms can implement processes, planning, and
organizational and governance structures as tools to
decrease information asymmetries throughout the succes-
sion process. The study also delivers evidence that com-
munication in families and family firms is important as a
function of information exchange. Beyond these contribu-
tions, further research is needed to affirm the agency
behavior of family members in family firms, further inves-
tigating how family firms address agency behavior during
the succession situation and in a dynamic setting as well as
the outcomes of information asymmetries.
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Table 6. OLS regressions with all industries.
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Independent variables Model 9
2. Phase =21 3**
3. Number of overall potential successors (family, employees, and external) .097
4. Shared values —.335%k*
5. Measures taken against information asymmetries -.142%
6. Clear responsibilities/governance structures -.138*%
7. Tools and processes index —.266%F*
8. Number of actual successors -.078
9. Generation .052
10. Age .002
. Female .070
12. Predecessor —-.063
13. Degree of kinship -.021
14. Employees .089
Industry: Construction? -.360%
Industry: mining and quarrying® -.067
Industry: electricity, gas, steam, and air conditioning supply® =121
Industry: financial and insurance activities® -.114
Industry: professional, scientific, and technical activities® .008
Industry: other service activities® =117
Industry: administrative and support service activities® -.134
Industry: education® -.078
Industry: accommodation and food service activities® -.032
Industry: human health and social work activities® —-.043
Industry: real estate activities® -.024
Industry: wholesale and retail trade; repair of motor vehicles and motorcycles® -.327%
Industry: information and communication® —-.101
Industry: arts, entertainment, and recreation® —-.041
Industry: agriculture, forestry, and fishing? -.002
Industry: manufacturing® =312
Industry: transportation and storage® -.131
Observations 215
R? 448
Adjusted R 361
F 5.17 1%k
Durbin-Watson 1.763

OLS: ordinary least squares.
Standardized estimation coefficients are reported.

*Dummy (reference category: water supply, sewerage, waste management, and remediation activities).

Significance levels: *p <.05, **p <.0l, ***p <.001.
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Table 7. OLS regressions with self-assessment of information asymmetries as dependent variable.

Independent variables Model 10 Model Il Model 2 Model I3 Model 14 Model I5 Model 16 Model 17
2.  Phase =3 OFF* —.258%*
3. Number of overall potential successors 142 .064
(family, employees, and external)
4. Shared values —.255%#k* —.187%*
5. Measures taken against information —.242%¥* -.181*
asymmetries
6.  Clear responsibilities/governance = 191** -.074
structures
7.  Tools and processes index —-.184%  -078
8. Number of actual successors .025 011 -.049 -.003 018 .074 .061 -.010
9. Generation .005 -.002 .004 -.012 .043 .031 -.003 .021
10. Age -.039 .143 -.035 -.094 -.0l14 -.028 -.026 .102
1. Female .105 .079 .096 125 126 .104 127 118
12.  Predecessor -.136 -.358%  —145 -.033 -.080 -.109 -.132 -.195
13.  Degree of kinship 015 010 .004 .004 .005 .008 0I5 -.013
14.  Employees -.076 -.032 -.103 -.080 -.105 -.088 -.086 -.084
I15. Industry sector | (dummy) agriculture ~ .141* .107 A51% 141* .152% .149* 127 122
and forestry
16. Industry sector 2 (dummy) -.139 -.124 -.141 -.128 -.168% —144* -.136 —.142%
manufacturing industry
Observations 211 211 211 211 211 211 211 211
R? A1 177 .124 .170 163 .144 .143 279
Adjusted R? 072 136 .08l .128 121 .10l .100 223
F 2.797% 4293k D 843k 4,087Fk  3.895%Fk 3355 3330 5.026%FF
Durbin-Watson 1.867 1.948 1.898 1.903 1.840 1.869 1.855 1.959

OLS: ordinary least squares.

Standardized estimation coefficients are reported. Dependent variable: To what extent are/have there been different levels of information between
the predecessor and successor in your business succession? 5-point Likert-type scales ranging from | (very low) to 5 (very high).

Significance levels: *p <.05; *¥p <.0l; ***p <.001.



