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Abstract 

This study aimed at identifying the relationship between the success factors of succession in terms of preparation 
of heirs, the relationship between family and business as well as planning and control activities to smooth 
transition process. In addition, the smoothness of the transition process was also studied to determine its 
relationship with post-transition performance. This study included 70 of the successors of family business around 
Kuala Terengganu which are selected as study samples. Data was analyzed using SPSS 18.0. Contingency 
coefficient test, Pearson r correlation and Spearman rho is used to measure the relationship between the variables 
of the study. The results showed the entry-level position and the relationship between family and business have 
significant influence on the smoothness of the transition process. While the planning and control has no 
significant relationship with the smoothness of the transition process. The study also shows the smooth process 
of transition has no significant influence on post-transition performance. The study is expected to help SMEs 
family business implement an effective succession process to develop future heirs and sustain the business in the 
market for a long time. 
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1. Introduction 

Family business plays a key role and become the backbone of a country's economic growth (Jasani, 2002; Chua 
et al., 2003; Poza, 2004; Hemalatha, 2010). In Malaysia, the family business contributes more than half of the 
Gross Domestic Product (GDP) (Ngui, 2002). Family business-related studies showed that more than 90 percent 
of the businesses that exist in democratic countries is a family business (McCann et al., 2001; Davis & 
Harveston, 2001; Voithofer & Mandl, 2004). 

Studies on the family business in Malaysia showed 70 percent of businesses owned and controlled by families 
(Claessens et al., 2000) and inherited from their own descendants (Rahman, 2006). Most of the family business 
in Malaysia is small (51 employees and below) are still managed by the founder of which is focused on 
manufacturing activity, retail or construction (Hemalatha, 2010). Similarly, studies Jasani (2002), revealed that 
the family business in Malaysia consists of 55 per cent of small enterprises, 35 per cent and 10 per cent of 
medium enterprises large scale. For small and medium enterprises (SMEs), 65 percent were still managed by the 
founder himself, especially those involved in trade, manufacturing and retail. Many businesses started by traders 
who already have work experience of more than six and a half years. 

In an effort to expand the family business into a strong and successful business, all members need to develop the 
business practices and a certain philosophy and maintaining a good balance between family and business 
(Gomez, 2005). This is because one of the main factors determining the success of a family business is the 
ability to maintain the relationship between family and business through the changes and managed to pass 
through a long period (Sheetal, 2006). Thus the development of the succession process is an important factor in 
determining the success of family business sustainability. In addition, effective succession process allows 
families and businesses continue to prosper and to meet future claims with (Carlock & Ward, 2005). According 
Sigalas et al. (2008), due to closure of the family firm succession process is not effective to give serious 
implications not only to family members and non-family employees, but also to the economic development of 
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the area and the overall economy in general. 

2. Statement of the Problem 

Jasani (2002) study on the family business in Malaysia showed 59 percent of family businesses run by the 
founder, only 30 percent managed by second generation and most inherited by the sons of the founder. Similarly, 
studies on SMEs in 27 countries also found that 75 percent controlled by the founder of the family business, 30 
percent could be forwarded to the second generation and only 10 percent could be forwarded to the third 
generation (Sreih et al., 2008). According to Le Breton Miller et al. (2004), when the owner retired, less than 
third-generation family business continues to the second, while less than half of the second generation will 
continue to the third generation. These findings proved the ability of the family business to survive in the market 
for a long period is difficult. In studies related to the family business, the key factor that is often a challenge in 
order to maintain the family business succession issues (Yong, 2002; Sharma, 2003; Chua, 2003; Pyromalis et al., 
2006; Lam, 2009; Moha Asri et al., 2011; Brenes et al., 2011). 

In Malaysia, although the SME family business among the largest contributors to economic growth (Noor Afza, 
2011; Moha Asri et al., 2011) and employment opportunities (Yong, 2006), but family businesses face the threat 
of competition from within his own family business, especially about succession issues (Norita et al., 
2010). Succession issues is one of the critical issues, particularly relating to the effectiveness of the succession 
(Ibrahim, 2001), and smooth business transition process (Morris et al., 1996; Wang et al., 2006; She & Ahmad 
Najmi, 2009). Throughout the world, statistics on the success of the succession process in family businesses is 
worrying (Poutziouris, 2001; Ibrahim, 2001). 

Although there are many studies related to succession, but the emphasis on preparation of heirs are less concern 
when it is an important aspect of the succession process (Sardeshmukh, 2008). In the whole process of 
succession, to achieve effective guidance, the owner should consult the guidance of the succession process at an 
earlier stage (Wang et al., 2004), when the business is still in control (Jasani, 2002). This is because the key to 
the effectiveness of the succession is getting the optimal guidance in a timely manner from their parents (Carlock, 
2010). According Smyrnios & Dana (2006), the key factor to the problems the family business is related to the 
founder or owner. The owner refused to give up his business is the lack of preparedness to give management 
control to the next generation (Sharma et al., 2001, Norria, 2007). Therefore, most businesses have a strong but 
ultimately failed because there is no plan to continue their business to the successor (Parish, 2009). 

Although many studies have been conducted on entrepreneurship and SMEs in Malaysia, but the study of family 
business is still lacking (Moha Asri et al., 2011; Noor Afza et al., 2009). Jasani (2002) study briefly discussed the 
succession planning, but the study only provides a brief review of current practices in the family succession, 
without analyzing the impact of succession planning and other succession issues on the financial performance of 
business (Noor Arfa & Ayoib, 2009). While overseas studies related business performance shows the 
performance of family businesses are better than non-family businesses (Bocatto, 2005; Zahra et al., 2004; Chua 
et al., 2003; McConaughy, 2000), but the returns generated by the family business absorbed by inefficiencies 
related to the family (Schulze, 2003). Various factors driving the family business can not last long. Therefore, to 
ensure the success factors of succession, such as preparation level of heirs, the relationship between family and 
business, planning and control needs to be done to identify the relationship of each of these factors with the 
smooth transition and subsequent effects on post- transition performance. 

2.1 Family Business Succession 

According to Handler (1994), succession is not just a single transfer of a baton, but it involves various levels of 
time-consuming process and most start before the successor enters the business. Succession is not only limited 
effectiveness if the president has been set, but it includes continuous business soundness, quality of life and 
family dynamics. 

Handler (1990) agree that the factors that influence the effectiveness of the succession is the level of training, 
responsibility, experience outside the organization, communication of relevant succession and succession 
planning. According to Venter et al. (2005), two main factors that influence the success of the succession process 
is the successor satisfaction with the experience they went through the process of succession and family business 
profits continued after the succession. According to Morris et al. (1996) previous studies on the succession 
process has identified several factors related to effectiveness transition. These factors are divided into three 
categories, preparation level of heirs, the relationship between family and business as well as planning and 
control activities as in Table 1. 
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Table 1. Transition success factors 

Preparation level of heirs The relationship among family and 

business members 

Planning and control activities 

 Formal education 

 Training 

 Work experience 

(outside firm) 

 Entry-level position 

 Year working within 

firm 

 Motivation to join firm 

 Self-perception of 

preparation 

 Communication 

 Trust 

 Commitment 

 Loyalty 

 Family turmoil 

 Sibling rivalry 

 Jealousy / resentment 

 Conflict 

 Shared values and traditions 

 Succession planning 

 Tax Planning 

 Use of outside board 

 Use of family business 

consultant / advisors 

 Creation of a family council 

Source: Morris et al. (1996) 

 

The first category is the preparation level of heirs. According to Longenecter et al. (2005), a family business 
sustainability depends on the availability of capable successors. This is because the generic knowledge and skills 
acquired through formal education can be used in many business contexts (Sardershmukh & Corbett, 2011) and 
enables them to identify business opportunities and implement them (Robinson & Sexton 1994 and Dickson et al. 
2008). In addition, according Sardeshmukh (2008), heir development process is also closely linked with the 
experience of working with family businesses. Work experience is important for the future heirs to increase life 
expectancy family business (Kuratko & Hodget, 2006; Reijonen & Kommpula, 2007; Song et al., 2008; Umar 
Haiyat, 2010) and a positive impact on business success (Luke, 1996; Masuo et al., 2001; Ucbasaran et al., 2010). 
Work experience outside the family business is considered a strong asset to the heirs in which the most thriving 
heirs have lot of experience working in other companies and other jobs (Barach & Gantinsky, 1995). It is 
important to involve the heirs in the business as early as possible. This allows them to learn the business 
operations from the ground which will give them the experience and commitment to the business. It can be done 
by providing job training (Sardeshmukh, 2008). 

From the aspect of the relationship among family and business members, according to Bachkaniwala et al. 
(2001), good relationships between family members is a key determinant in maintaining the harmony of the next 
business can achieve a successful transition. Family members have to work hard and help maintain a consensus 
within the organization. Family businesses can enjoy the competitive advantage of the strong form of reliability 
if they can leverage the trust of each other starting from the early stages of a family business (Carlock & Ward, 
2001). However, if the basis of this trust is not supported by structures and processes that promote efficiency and 
system reliability, then the trust between each other is unlikely to survive in the long run (Sundaramurthy, 2008). 
Similarly, in the process of succession, through positive communication of all the conflict and competition that 
will have negative effects on business succession inevitable. This shows the positive relationship that exists 
between a good relationship with the communication will affect the effectiveness of the succession process 
(Plyromalis & Vozikis, 2009). 

While the third category is the planning and control activities. Sharma et al. (2003) study showed that the ability 
to resolve conflicts between family members, competition, inefficiency, democratic leadership depends on 
planning and control activities in the family business. Other studies also showed the main factors that determine 
a family business can continue from one generation to another is succession planning (Demers, 2003; White et 
al., 2004; Wang et al., 2004; Ip & Jacobs, 2006; Coleman & Greig, 2009). Succession planning is a dynamic 
process that demands ownership and management to plan a family business in the future (Dyck, 2002; Sharma, 
2003). According to Morris et al. (1997), a preoccupation with avoiding taxation may find the owner or manager 
ignoring fundamental business issues. It is important that tax planners try to help family business owners to think 
as a whole by helping owners to understand that tax planning is not a substitute for succession planning. 

2.2 Methodology 

This study is a survey study. Researchers have selected a stratified random sampling as the sampling design. 
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Population studies of family businesses small and medium enterprises (SMEs) that have been handed over power 
management to the successors are 85 people. While this sample consists of 70 family business managers of small 
and medium enterprises (SMEs) in Kuala Terengganu which has undergone at least one transition. Sample 
selection is based on the formula and the determination of sample size by Krejcie & Morgan (1970).  

The questionnaire consists of seven parts, part A of the demographic traders / entrepreneurs, business 
demographic information part B, part C of the preparation of heirs, part D of the planning and control activities, 
part E is the relationship between family and business, part F includes the characteristics of the transition and 
part G of post- transition business performance. Instrument for the C, D, E and F are adapted based on the 
findings of the Morris et al (1996) study, while part G an adaption of the Sheetal (2006)questionnaires. 

Scale of measurement in this study is comprised of a variety of nominal scale, ordinal and five-point likert. Part 
A, B, and D, all items are measured using a nominal scale, while the C using the scale of measurement nominal, 
ordinal and likert five-point. All items in the E measured using five-point likert scale. Part F is to use of 
measurement five-point likert scale and nominal. While the G using an ordinal scale of measurement. Five-point 
likert scale used strongly disagree (1), disagree (2), less agree (3), agree (4) and strongly agree (5). 

A pilot study shows the value of Cronbach Alpha for the overall dimensions of the relationship between family 
and business is 0.813, while for the aspect of the smooth transition process is 0.793. 

Survey data collected using a questionnaire was analyzed using SPSS program (Statistical Package For Social 
Science version 18.0). Two types of statistics used in the descriptive statistics and inferential statistics. Data 
analyzed using the descriptive statistical studies such as frequency and percentage for distribution profile in 
terms of preparations of heirs, planning and control activities, characteristic of the transition and post-transition 
performance of the SME family business. Furthermore, descriptive statistics such as mean and standard 
deviation are used to identify the relationship between family and business as well as the level of smoothness of 
the transition process of SME family business. Interpretation of mean scores by Nunnally and Bernstein (1994) 
as in Table 2 are used to determine the level of variables of this study. 

 

Table 2. Mean score interpretations 

Score Mean Level 

1:00 to 2:00 Low 

2:01 to 3:00 Medium Low 

3:01 to 4:00 Medium 

4:01 to 5:00 High 

Source: Nunnally and Bernstein (1994) 

 

Inferential statistical analysis was used to test hypotheses and identify the relationships that exist between 
variables. For the nominal and ordinal scale, data does not have a normal distribution, then the non-parametric 
tests used. According to Pallant (2007) and Ananda (2009), for data that is not the scattered normal and data is 
nominal and ordinal scale, then it must be analyzed using a set of non-parametric tests. Among the 
non-parametric tests used in this study were the Contingency Coefficient and Spearman rho correlation test. 
While the parametric tests used was Pearson r correlation tests to assess normal and scattered data using 
five-point likert scale as the scale of measurement data. 

3. Findings and Discussion 

The results analysis includes profile of succession in terms of preparedness, planning and control activities, the 
level of the relationship between family and business, profile and level of smoothness of the transition process 
and the post-transition business performance. 

3.1 Preparation of Heirs 

Distribution of preparation of heirs profile is shown in Table 3. The study showed that most heirs have secondary 
school education level or SPM representing the largest percentage of 58.6 percent. Before taking over the family 
business management, 27.1 per cent heirs experience working with family businesses is less than one year and 
between one and five years respectively. Most of them involved in the family business began with the initial 
stage. A total of 45.7 per cent them motivated to participate due to family business obligation, followed by career 
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opportunities and control. From the dimensions of encouragement from the previous generation, the findings 
showed 38.6 percent of the previous generation to encourage heirs to engage in the family business. While the 
dimensions of self-perception of preparation, many of them are at very well-prepared to take over their family 
business. 

 

Table 3. Distribution of preparation level of heirs 

Dimensions of Preparation of Heirs Information Frequency Percent

Formal Education Primary School 

Secondary Schools 

Certificate 

Diploma 

Degree 

10 

41 

7 

7 

5 

14.3 

58.6 

10.0 

10.0 

7.1 

Work experience outside firm None 

1-3 years 

4-6 years 

7-10 years 

Over 10 years 

60 

4 

2 

2 

2 

85.7 

5.7 

2.9 

2.9 

2.9 

Year working within firm 

  

Less than 1 year 

1-5 years 

6-10 years 

11-15 years 

Over 15 years 

19 

19 

13 

11 

8 

27.1 

27.1 

18.6 

15.7 

11.4 

Entry-level position Entry level 

Low Management  

Middle management 

Seniors management 

36 

22 

10 

2 

51.4 

31.4 

14.3 

2.9 

Motivation to join firm Control / experience 

Personal needs 

Career Opportunity 

Obligation 

Satisfaction 

15 

4 

17 

32 

2 

21.4 

5.7 

24.3 

45.7 

2.9 

Encourage the older generation Strongly discouraged 

Not encouraged 

Less encouraged 

Encouraged 

Strongly encouraged 

1 

1 

5 

27 

36 

1.4 

1.4 

7.1 

38.6 

51.4 

Heir self-perceptions of readiness Not at all prepared  

Minimally prepared 

Moderately prepared  

Well prepared 

Very well-prepared 

1 

2 

5 

25 

37 

1.4 

2.9 

7.1 

35.7 

52.9 
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3.2 Profile of Planning and Control Activities 

The findings shown in the table 4 shows that 37.1 percent of the predecessor is still involved in business 
management but has handed over power to their heirs. While 31.4 per cent respectively have been taken over 
entirely by the successors because of the previous generation retired and died. 84.3 percent of family businesses 
make a formal selection based on the expertise available to their heirs. Overall, the most studied family business 
succession planning and provide a formal tax representing 80 percent and 52.9 percent respectively. Most of the 
respondents family business does not involve external board and consultancy services as a mentor outside the 
family business.  

 

Table 4. Distribution planning and control activity profile 

Dimension of Planning and Control Activities Information Frequency Percent 

Takeover when predecessor Retired 

Died 

Still involved 

22 

22 

26 

31.4 

31.4 

37.1 

 

Successor chosen by formal criteria Yes 

No 

59 

11 

84.3 

7.15 

 

Successor selection factors Skills 

Personal 

Motivation 

Conditions 

49 

10 

5 

6 

70 

14.3 

7.1 

8.6 

 

Formal succession planning Yes 

No 

56 

14 

80.0 

20.0 

 

Extent planning alleviated taxes Completely 

Majority 

Fair 

No 

7 

3 

34 

26 

10.0 

4.3 

48.6 

37.1 

 

Use of outside board  Yes 

No 

2 

68 

2.9 

97.1 

 

Use of consultants/advisors Yes 

No 

4 

66 

5.7 

94.3 

 

3.3 The Relationship among the Family and Business Members 

Researchers use the description of the mean score on a scale mean score interpretation by Nunnally and 
Bernstein (1994) as in table 2 to determine the relationship between family and business. Table 5 shows the 
overall mean score of family relationships and business level is at a high level (m = 4:01). In terms of each 
dimension, the highest mean score is the dimension of commitment and loyalty to the family business (m = 4.30), 
followed by the dimensions of trust between family and business ie 4.20. All three of these dimensions are at the 
highest level; while other dimensions are at a moderate level. This indicates that the relationship between family 
and business in this studied are good where there is the level of commitment, loyalty and faith in the family. In 
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addition, it also shows the studied family businesses comprise less disturbances business family, sibling rivalry, 
jealousy and can handle and control the conflict between family members. 

 

Table 5. Level of family and business relationships 

Family and Business Relationship Dimension Mean SD Interpretation 

Communication 3.87 0.36 Medium 

Trust 4:20 0.43 High 

Commitment 4:30 0.44 High 

Loyalty 4:30 0.42 High 

Family turmoil 3.98 0.64 Medium 

Sibling rivalry 3.76 0.63 Medium 

Jealous 3.91 0.62 Medium 

Conflict 3.71 0.64 Medium 

Sharing Values and Tradition 3.78 0.52 Medium 

The overall mean 4:01  High 

 

3.4 The Characteristics of the Transition  

Table 6 shows the distribution of the transition characteristics. Most of the predecessor ready to give up power as 
promised which revealed that 82.9 per cent ready to pass their power to a new successor. In the process related to 
the transfer of power, 90 percent of family businesses do not involve a lawsuit against a family member. In terms 
of the transition period, after being appointed a successor, most of them will take between 7 to 10 years to fully 
takeover of the family business and mostly power moves by default. 

 

Table 6. Distribution profile of characteristics family business transition 

Characteristics of Transition Dimension Information Frequency Percent

Predecessor relinquish control when promise Yes 

No 

58 

12 

82.9 

1.17 

 

Lawsuit related to the transfer of power Yes 

No 

7 

63 

10 

90 

 

Year passed from being designated as heir to actual takeover Less than 1 year 

1-3 years 

4-6 years 

70-10 years 

Over 10 years 

11 

12 

9 

22 

16 

15.7 

17.1 

12.9 

31.4 

22.9 

 

Assumption of control involved Major struggle 

Minor struggle 

By default 

1 

6 

60 

1.4 

8.6 

85.7 

 

Overall, the mean level of smoothness scores are a family business at a medium level (m = 3.67) as shown in 
Table 7. The highest mean score is in terms of the transition goes smoothly and coordination (m = 4:03), which 
is at a high level. While other aspects are at a medium level. This indicates that the family business succession 



www.ccsenet.org/ass Asian Social Science Vol. 9, No. 12; 2013 

86 
 

transition process of SMEs in Kuala Terengganu is a smooth and well co-ordinated. 

 

Table 7. Level of smoothness of family business transition 

The smooth transition dimension Min SD Interpretation 

Comfortable 3.81 0.73 Medium 

Smooth 4:03 0.54 High 

Difficult 2.89 1.05 Medium Low 

Frustrating 3.91 0.68 Medium 

Complicated 3:03 0.95 Medium 

Antagonistic 3.73 0.76 Medium 

Well co-ordinate 4:03 0.38 High 

Enjoyable 3.94 0.63 Medium 

The overall mean 3.67 0.48 Medium 

 

3.5 Post-Transition Business Performance 

Post-transition family business performance is discussed based on the four dimensions of sales growth, profit 
growth, employee growth and asset growth. The growth rate for each dimension of business performance is a 
approximate for five years from 2005 to 2010. Overall, these findings indicate the dimensions of the highest 
percentages of sales growth, profits and assets are at levels of between 21 to 40 percent; while the highest 
percentage growth in employees is the dimension between one and 20 per cent. This family business 
performance of SMEs in Kuala Terengganu is at a good level of business performance. This finding supports the 
findings of the study of Shankar (2010) which showed more than 50 percent of SMEs in the 77 surveyed had a 
good level of business performance in the average sales growth of six percent to ten percent within five years. 
The study also coincided with the First Quarter Survey Report for 2011 on SMEs that have 76 percent of 
respondents said improved business performance in the third quarter 2010 in terms of sales and profit margin 
(SME Corp. Malaysia, 2011). 

 

Ho1: There is no significant relationship between the succession of family businesses SMEs with smooth 
transition process. 

Ho1a: There is no significant relationship of preparation of heirs (formal education dimension, entry-level 
position, work experience outside, working within family businesses, motivation to join the family business, 
encourage from predecessor and self-perception of preparation) with the smooth transition process. 

As the aspect of the preparation of heirs use the measurement scale of nominal and ordinal scale, the researchers 
used non-parametric statistical tests that test Contingency coefficient (c) and Spearman rho correlation test (rs) to 
test the relationship between the preparation of heirs with a smooth transition. Overall, the findings of statistical 
analysis as shown in table 8 shows the dimensions of the seven dimension, the entry-level position only the 
dimensions that have a significant relationship with the smoothness of the transition process. While the other 
dimensions does not have significant influence on the smoothness of the transition process of the family business. 
This means that the heirs, which began with positions at the beginning or early stages will affect the smoothness 
of the transition process of the family business in which the lower the position held by the heir when the starting 
job, then the transition will be more easily and smoothly. 
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Table 8. Analysis of the correlation test of preparation of heirs with the smooth transition 

Preparation of Heir Dimensions  

Formal Education 

Entry-level position 

Work experience outside the family business 

Year working within family businesses 

Motivation to joint the family business 

Encourage by predecessor 

Self-perceptions of preparation 

* Significant at level p <0.05 (two-tailed) 

 

This finding is contrary to the study of Morris et al. (1996) which shows the dimensions of experience working 
with family businesses and self-perception of the preparation have a positive effect on the smooth 
transition. Similarly, the findings Noor Afza (2010) who found the experience of belonging to the heirs gave the 
advantage to improve the performance of family businesses. While the study of Noraini & Ahmad Najmi (2009) 
found preparation of heirs have low significant influence on the performance of family business. 

Contradictory findings may be due to the size and type of family business respondents is different from other 
studies. Most of these samples consist of small family businesses, the smoothness of the transition process may 
not be influenced by the preparation of heirs in terms of formal education, experience and self-perception of 
preparation, compared with samples from other studies (Noor Afza 2010; Noraini & Ahmad Najmi 2009) 
involving a large business which is listed company. For larger businesses, the transition may be more complex, 
requiring a longer period of time and consideration of the preparation of the heir is important in determining the 
smoothness of the transition process.  

Ho1b: There is no significant relationship between family relationships and significant business with a smooth 
transition. 

Researchers using Pearson r correlation test to test the relationship between family and business relationships 
with smooth transition process. Table 9 shows the Pearson r correlation tests between family and business 
relationships with smooth transition process, the results of the analysis found that the value r=0.342, p=0004. 
While the correlation of both variables are significant at the level of significance p <0.05. Thus the findings 
indicate null hypothesis (Ho 7) is rejected, it means that there is a positive and significant relationship between 
family relationships and business with a smooth transition process. 

 

Table 9. Analysis of pearson r correlation test for the relationship between family and business with the smooth 
transition process 

 N r Significant 

The relationship between the Family and Business 70 0.342 0004 ** 

* Significant at level p <0.01 (two-tailed) 

 

These findings support the study of Morris et al. (1996) that showed significant relationship between family and 
business relationships with smooth transition. In addition, other studies also found that family and business 
relationship dimensions have a positive significant relationship with the profit margins for small-scale businesses 
(Wang et al. 2004) and the performance of family businesses (Noraini & Ahmad Najmi 2009).  

Ho1c: There is no significant relationship between planning and control activities (dimensions of succession and 
tax planning ) with a smooth transition process. 

Researchers use the Contingency Coefficient Test to test the relationship between the dimensions of succession 
and tax planning with a smooth transition process. Contingency coefficient test analysis results shown in table 10 
found relationship between the dimensions of succession planning (c (70) = 0479, df = 16, p> 0.05) and the 
dimensions of tax planning (c (70) = 0501, df = 32, p> 0.05) significantly with the smooth transition. Thus the 
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findings indicate null hypothesis (Ho1c) is received, that there is no significant relationship between the 
dimensions of succession and tax planning with a smooth transition. 

 

Table 10. Analysis of contingency coefficient test for succession and tax planning dimensions with the 
smoothness of transition process 

Activity Planning and Control dimensions N df c Significant 

Succession Planning 70 16 0.479 0.184 

Tax Planning 70 32 0.501 0.863 

 

This finding shows that although most of the SME family business in Kuala Terengganu provides a formal plan, 
but it does not have a relationship with a smooth transition in the family business. This finding supports the 
findings of Morris et al. (1996 & 1997) who found no relationship between the formal planning processes with a 
smooth transition. On the other hand, family businesses do not provide a formal planning a significant impact on 
the smoothness of the transition process. 

In addition, the findings of the study Noraini & Ahmad Najmi (2009) show the planning and control has no 
significant influence on business performance, although most businesses implement the form of a formal 
succession planning. Similarly, the study of Wang et al. (2004) found that succession planning does not have a 
significant relationship with smaller profit margins. But the study Phan et al. (2005) and Sreih et al. (2008) found 
that succession planning a significant impact on business performance. Similarly, the study found that planning 
and control activities have a positive significant relationship with the business life. 

Ho2: There is no significant relationship between the smoothness of the transition process with post-transition 
business performance(the dimensions of the profit growth). 

Researchers using the Spearman rho correlation test to test the relationship between the smoothness of the 
transition process with the dimensions of profit growth. Table 11 shows there is no relationship between the 
smoothness of the transition (rs = 0182, p> 0.05) significantly with growth in profits. These findings thus receive 
null hypothesis (Ho2). 

 

Table 11. Spearman rho correlation test analysis for smooth transition process with profit growth dimension 

 N rs Significant 

Smooth transition 70 0182 0131 

 

This means there is no significant relationship between the smoothness of the transition process with the profit 
growth dimension. Although family business has a smooth transition process, it has no impact on post-transition 
business performance. The findings are consistent with the study Morris et al. (1996) who found a smooth 
transition process does not necessarily give better results to post-transition business performance. Overall these 
findings support the conceptual framework of Morris et al. (1997). 

4. Summary 

The management of family businesses play an important role in determining the success of the succession 
process. The smooth succession process requires development aspects of the preparation of heirs, the 
relationship between family and business as well as informal planning. This is because the findings indicate the 
higher level of communication between families and businesses in which family members and businesses have 
the confidence, commitment, loyalty is high, the lack of conflict and sibling rivalry, family business transition 
process will be smoother. In addition, the transition will be smoother if the planning is done informally. For the 
preparation of heirs’ aspect, successors, which began with the position in the early stages of the transition 
process will be smoothness. But the smoother transition the family business is not necessarily result in better 
post-transition business performance. The study also hopes to promote awareness among family business owners 
on the importance of succession processes are managed effectively and systematically. In addition, the 
government and related agencies have to play a role in the family business of SMEs by providing programs, 
seminars or workshops dedicated especially to the heirs of family business SMEs to expand the family business 
into a global and sustaining a business to the next generation. 
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