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Abstract 

Family business succession has been identified in the majority of research studies as a critical period in a life 
cycle that often results in failure of a family business. The main purpose of this study is to explore succession as 
a process of a family business rebirth by enhancing the future leader’s innovativeness. Since knowledge is 
recognized as enabler of innovations, the study focuses on the intersections of innovation, knowledge and family 
business succession. The model of the successor’s innovativeness as precondition for the family business’s 
rebirth is proposed. Two main constructs being of crucial importance for the family business’s rebirth emerged 
from the model. The first one is the process of creation of new knowledge through four knowledge conversion 
modes and the second one is the “ba” as a shared concept where knowledge is created. We find both constructs 
as important guidelines for future theoretical and empirical research.   
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1. Introduction 

This study addresses succession process in family businesses and explores how knowledge transferred and 
created during succession enhances a successor’s innovativeness thereby enabling rebirth of a family business. 
Family businesses are an important group of enterprises within the small and medium-sized (SME) sector and 
many studies confirmed the importance of these enterprises for national economies (Astrachan & Shanker, 2003; 
IFERA, 2003; Mandl, 2008). It is estimated that 70% to 80% of European enterprises are family ones and 40% 
to 50% of all employees work in family businesses (Mandl, 2008). In the United States, family enterprises 
represent 80% of business organizations and employ more than 50% of all employees (McCann, DeMoss, 
Dascher, & Barnett, 2003).  

Succession in management and ownership has been found in several researches as one of the most challenging 
processes in family businesses (e.g., Miller, Steier, & Le Breton-Miller, 2003; Morris, Williams, Allen, & Avila, 
1997; Sharma, Chrisman, & Chua, 2003). This is especially due to some research results indicating that only  
24% to 30% of first generation family businesses survive to the second (Kets de Vries, 1993; Miller et al., 2003; 
Morris et al., 1997) and less than 10% succeed to the third family generation (Le Breton-Miller, Miller, & Steier, 
2004). Failures in successions represent a serious problem not only for family businesses and their employees, 
but also for national economies. Even though, family business succession is identified as a critical period in a life 
cycle, there are also some authors suggesting that succession should be viewed as a strategic opportunity for 
family businesses coping with rapidly changing environmental conditions (e.g., Cabrera-Suárez, De Saa-Pérez, 
& García-Almeida, 2001; Dyck, Mauws, Starke, & Mischke, 2002). However, we lack explanation on how this 
can be achieved. Therefore, the main motivation of this study is to broaden our understanding on how succession 
could contribute to rebirth of a family business during and after the transfer of control to the next family 
generation. The article focuses on the intersections of innovation, knowledge and family business succession 
since innovations and ability of enterprises to innovate are found to be an effective answer to rapid market and 
technological changes (e.g., Nonaka, Toyama, & Konno, 2000) and knowledge has been recognized as enabler of 
innovations, innovativeness and creativity of individuals and enterprises (e.g., Delgado-Verde, Martín-de Castro, 
& Navas-López, 2011; Nonaka et al., 2000; Nonaka & von Krogh, 2009). Due to central role played by family 
business leaders (e.g., Sharma, 2004), especially in family SMEs, the innovativeness of predecessors and 
successors importantly influence family businesses ability to innovate and is therefore of primary concern in our 
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research.  

The main purpose of this study is to explore succession as a process of a family business rebirth. The model of a 
successor’s innovativeness as precondition for a family business’s rebirth is proposed to provide major research 
constructs guiding future theoretical and empirical research. The theoretical framework of our research presents 
the knowledge-based view that is “... powerful tool for understanding the nature and transfer of knowledge 
within the family business” (Cabrera-Suárez et al., 2001, p.37) and the knowledge creation theory which focuses 
on the dynamic processes of organizational knowledge creation (Nonaka, 1994; Nonaka, von Krogh, & Voelpel, 
2006; Nonaka and von Krogh, 2009). Additional insights are drawn from extensive research cognitions on 
innovation, creativity and innovativeness (e.g., Anderson, Potocnik, & Zhou, 2014) as well as from research 
studies on family business succession since we do not dispose with the succession theory yet (e.g., Sharma et al., 
2003; Sharma, Chrisman, & Gersick, 2012). We limit our research on succession solutions within the owning 
family. Transfer of leadership and ownership to a member of a next family generation is preferred by numerous 
family businesses leaders (e.g., Bjuggren & Sund, 2001; Le Breton-Miller et al., 2004), even though it is not the 
only possibility. We limit our research on the transfer of leadership from a predecessor to a successor in family 
SMEs. Usually this process of leadership transfer is followed (or even takes place at the same time) by the 
transfer of ownership rights (e.g., Handler, 1994; Sharma et al., 2003; Gersick, Davis, McCollom Hampton, & 
Lansberg, 1997), that is not addressed in our research. 

We find our study to be of importance for at least three reasons. First, the issue of a successor’s innovativeness is 
of crucial importance for survival and progress of a family business when a next generation takes over the 
control of a business. This is especially true in competitive environments that are characterized by rapid changes 
and increasing globalization. Research shows that competitive advantage nowadays can be gained only for a 
limited period of time (e.g., Ambrosini & Bowman, 2009). Therefore, enterprises must be able to effectively 
respond to rapid environmental changes in order to build successive temporary advantages (Duh, 2013). 
Managers of family businesses need to constantly seek for and seize new business opportunities. In order to do 
that, creativity and innovativeness are needed. Second, the better key people in enterprises understand the 
process of creating new and using existent knowledge, the more likely they will encourage innovations (e.g., 
Duh, 2014; Quintaine, Casselman, Reiche, & Nylund, 2011) that are crucial determinant of enterprises’ 
development and competitiveness. This is especially important due to some indications that family businesses 
become less innovative in later life cycle stages (e.g., Laforet, 2012). Third, there is a lack of research that would 
systematically address the relationship between the enhancement of a successor’s innovativeness and a rebirth of 
a family business. Even though family business succession has been studied intensively since 1990s (e.g., 
Chirico, 2008; Giambatista, Rowe, & Riaz, 2005; Sharma, 2004) and innovation has been identified as topic that 
need scholarly attention in the family business research (e.g., De Masis, Frattini, & Lichtenthaler, 2013; Sharma 
et al., 2012), we lack research that would address succession as a process of enhancing successors’ 
innovativeness thereby enabling rebirth instead of failure of family businesses over generations.   

2. Family Business Succession 

Succession is identified as one of the major problems family businesses are dealing with (e.g., Miller et al., 2003; 
Morris et al., 1997; Sharma et al., 2003). Especially intergenerational succession (i.e., succession within a family) 
represents a crucial point in the lifecycle of any family business and, as such, has been a primary focus of 
research (e.g., Giambatista et al., 2005; Sharma, 2004). According to research findings two major reasons exist 
for choosing a successor among family members. First, nepotism is suggested to be a reason for realizing 
succession within a family (e.g., Gersick et al., 1997), and second, a family member as a potential successor is 
especially preferred in those family businesses where family business’s specific knowledge is considered highly 
relevant for gaining competitive advantage (e.g., Bjuggren & Sound, 2001; Royer, Simons, Boyd, & Rafferty, 
2008).  

Research findings indicate that family business succession should be seen rather as a process than an event of 
transferring ownership and leadership control to a successor (Overview of Family Business, 2009). It should be 
understood as a multistage process that begins even before a potential successor enters the business (Handler, 
1994) and is characterized by growing involvement of a successor in the business (Cabrera-Suárez et al., 2001). 
Taking the perspective of succession as a process several authors have proposed different models and concepts. 
Le Breton-Miller et al. (2004) define three groups of activities within their model of family business succession 
process: setting the ground rules, nurturing and development of successor, and leadership transition which can be 
done parallel to transfer of capital. According to Longenecker and Schoen (1996) the parent-child succession in 
the leadership of a family business involves a long-term diachronic process of socialization. It means that family 
successors are gradually prepared for leadership through a life-time of learning experiences. Handler (1994) 
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suggests a need of mutual role adjustment between a predecessor and a successor. The author developed a model, 
according to which, a predecessor evolves from the role of monarch over delegator to advisor. A successor in 
turn evolves from helper over manager to leader. This short review of the succession process models indicate 
that considerable attention in research has been devoted to the process of nurturing, preparing and developing of 
a successor so that he/she is capable to take over the leadership position. This in accordance with the opinion of 
several authors (e.g., Cabrera-Suárez et al., 2001; Mazzola, Marchision, & Astrachan, 2008; Chrisman, Chua, & 
Sharma, 1998; Sharma & Rao, 2000) that realization of effective succession depends considerably on the next 
generation which has to acquire knowledge about the business as well as leadership capabilities. 

The preparation of a competent leader is also seen as an important part of succession planning, which is expected 
to improve probability of the success of a succession process (e.g., Gersick et al., 1997; Motwani, Levenburg, 
Schwarz, & Blankson, 2006; Morris et al., 1997; Sharma et al., 2003) and refers to deliberate and formal process 
that facilitates the transfer of ownership and leadership control. Within the context of preparing a competent 
leader several research studies address transfer of knowledge during succession process. Transfer of tacit 
knowledge from a predecessor to a successor and successor’s training have been found to be of crucial 
importance for creating and protecting knowledge (especially tacit one) thereby securing the continuity of a 
family business over generations (e.g., Sharma, 2004). Family knowledge on special technologies or commercial 
know-how that distinguish a family business from its competitors have to be transferred to the next generation 
(Cabrera-Suárez et al., 2001) since it makes customers believe in a high level of products and services (e.g., 
Dumas, 1998). Training should enable successor to achieve credibility and legitimacy; in this training process a 
successor must capture both explicit and tacit knowledge that ensure his or her future performance in the top 
management tasks (Cabrera-Suárez et al., 2001).  

Even though researches discussed provides insights into knowledge transfer and processes of developing a 
competent successor, we lack comprehensive explanation of how a successor’s innovativeness as well as a 
family business’s innovativeness can be enhanced during succession thereby providing basis for rebirth of a 
family business and its prosperity in the next family generation. Since knowledge has been recognized an 
important source of innovation, we discuss in continuation both constructs, that are knowledge creation and 
innovations.  

3. Innovations and Innovativeness as Effective Answers to Changing Environmental Conditions 

Innovations and creativity of enterprises have been recognized to be of crucial importance for enterprises’ 
performance, success and long-term survival (e.g., Anderson et al., 2014; Nonaka et al., 2000). According to 
Drucker (1985) an innovation is a tool of an entrepreneur by which he/she exploits change as an opportunity. 
Anderson and co-authors (2014, p. 1298) define creativity and innovation as “... the process, outcomes, and 
products of attempts to develop and introduce new and improved ways of doing things. The creativity stage of 
this process refers to idea generation, and innovation refers to the subsequent stage of implementing ideas 
towards better procedures, practices, or products”. The authors proposed the integrative definition, since recent 
research in this field shows that boundaries between creativity and innovation are not clear. 

Enhancement of innovations and creativity is of special importance in family businesses since research findings 
indicate that they are more conservative, put less emphasis on creativity and innovation (e.g., Laforet, 2012) and 
being risk adverse with local business focus (e.g., Mandl, 2008). Reluctance to take external investors due to the 
fear of losing control might negatively influence a family firm’s competitive position (e.g., Mandl, 2008). 

Innovativeness of employees has been recognized as an important and requisite attribute of enterprises if they 
want to survive and prosper (e.g., Litz & Kleysen, 2001). Many factors leading to innovations have been 
identified at the individual level (for references see Anderson et al., 2014; Litz & Kleysen, 2001): divergent 
thinking, a propensity for risk-taking, cognitive style, intrinsic motivation, domain relevant skills, creativity 
skills, political prowess, self-confidence, autonomy and openness, energetic charge, and talent. Team climate, 
group composition, cohesiveness, development, social constructions, and interpersonal interactions has been 
recognized as the antecedents to innovation at the group level (for references see Litz & Kleysen, 2001) whereas 
organizational culture, structure, strategy and strategic planning, learning and acquisitions of knowledge, social 
capital, and management style of leaders are found to be among factors that are leading to innovations at the 
organizational level (e.g., for references see Laforet, 2012).  

In our study we focus on knowledge that as is found to be a key component of creativity and innovation (e.g., 
Anderson et al., 2014; Nonaka et al., 2000; Nonaka & von Krogh, 2009). According to Delgado-Verde et al. 
(2011) innovation capability of an enterprise depends on its intellectual resources and knowledge and on the 
ability of a firm to deploy them. The ability to learn is besides the ability to change found to be among the most 
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important capabilities that a firm can possess (Barney, Wright, & Ketchen, 2001). Therefore, governance and 
incentive structures should be developed to enable learning and generation of new knowledge (Teece, 2007). We 
address in the continuation of this article the knowledge-based view that highlights relevance of knowledge as a 
key organizational factor and the knowledge creation theory that complements the static view of knowledge 
assets in the knowledge-based view of the firm. 

4. Knowledge Creation 

4.1 Tacit and Explicit Knowledge 

The knowledge-based view of the firm deals with knowledge as the enterprise’s strategically important resource 
for gaining a competitive advantage (e.g., Cabrera-Suárez et al., 2001; Nonaka et al., 2006). Knowledge has been 
increasingly seen “... as a factor to explain the idiosyncrasies of firms” (Nonaka & von Krogh 2009, p. 636) and 
enabler of innovations (Nonaka et al., 2000; Nonaka & von Krogh, 2009). Knowledge is the capacity to define 
situation and act accordingly. It is embodied in an individual, and is therefore history dependent, context 
sensitive, specific and aimed at problem definition rather than problem depiction and problem solving (Nonaka 
et al., 2006). Nonaka et al. (2000) especially point to the fact that knowledge is context specific; according to the 
authors (Nonaka et al., 2000, p. 7) “... information becomes knowledge when it is interpreted by individuals and 
given a context and anchored in the beliefs and commitments of individuals”.   

One of the most recognized typology of knowledge is the one which differentiates between explicit and tacit 
knowledge (e.g., Nonaka, 1994; Nonaka & von Krogh, 2009; Nonaka et al., 2006). Explicit or codified 
knowledge has a universal character, supporting the capacity to act across context and is always grounded in tacit 
knowledge (Nonaka & von Krogh, 2009). As this type of knowledge is easily transmitted in formal, systematic 
language, it is transferred easily (Nonaka et al., 2000). On the other hand, tacit knowledge can hardly be 
expressed or formalized due to its personal quality. It is rooted in actions, procedures, routines, commitment, 
ideals, values and emotions (Nonaka et al., 2000), and appears and develops through the interactions between an 
individual and situation thereby becoming context specific (Nonaka, 1994). Knowledge is dynamic, since it is 
created in social interactions amongst individuals and organizations (Nonaka et al., 2000). These interactions are 
addressed within the knowledge creation theory and are discussed in next section. 

4.2 Knowledge Conversion Modes and “Ba” 

Organizational knowledge creation theory explains dynamic processes of organizational knowledge creation 
(Nonaka et al., 2006; Nonaka & von Krogh, 2009). Knowledge creation is understood as a “... continuous 
process through which one overcomes the individual boundaries and constrains imposed by information and past 
learning by acquiring a new context, a new view of the world and new knowledge” (Nonaka et al., 2006). The 
organizational knowledge creation theory aims to explain how tacit and explicit forms of knowledge interact to 
create new knowledge (Nonaka & von Krogh, 2009). Within this theory, tacit and explicit knowledge are 
conceptually distinguished along a continuum (Nonaka & von Krogh, 2009), and the concept of “knowledge 
conversion” explains how these two types of knowledge interact. Four “modes” of knowledge conversion are 
proposed (Nonaka et al., 2006): socialization, externalization, combination and internalization (see Figure 1). In 
these processes, tacit and explicit knowledge mutually enhance each other towards increasing the capacity to act 
(Nonaka & von Krogh, 2009). While each of these four modes of knowledge conversion can create new 
knowledge independently, the central idea of organizational knowledge creation concentrates on the dynamic 
interaction between different modes of knowledge conversion (Nonaka, 1994). Knowledge created through each 
of the four conversion modes interacts in the spiral of knowledge creation; knowledge created through 
conversion modes can trigger a new spiral of knowledge, thus expanding horizontally and vertically across firm 
(Nonaka et al., 2000). 

Socialization is the process of creating tacit knowledge through shared experiences (Nonaka, 1994). This process 
enables us to convert tacit knowledge through interactions between individuals (Nonaka et al., 2006). 
Combination is the process of creating explicit knowledge from explicit knowledge. It involves the use of social 
processes to combine explicit knowledge held by individuals (Nonaka, 1994; Nonaka et al., 2006). 
Externalization and internalization are knowledge conversions that both involve tacit and explicit knowledge. 
Externalization is the conversion of tacit knowledge explicit concepts, while internalization is the conversion of 
explicit knowledge into tacit one. This conversion mode bears some similarity to the traditional notion of 
“learning” (Nonaka, 1994; Nonaka & von Krogh, 200).  

Nonaka et al. (2000, p. 14) define “ba” as “... a shared context in which knowledge is shared, created and 
utilized”. Therefore, generation and regeneration of “ba” is crucial in knowledge creation since it provides the 
energy, quality and place to perform individual conversions and moving along the knowledge spiral. Nonaka et 
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al. (2000) especially point out that “ba” does not necessarily present a physical space; besides physical space, it 
can also be a virtual space or a mental space. However, especially in socialization and externalization, it is 
important for participants to share time and space. Understanding of the “ba” concept is of special importance, 
since the knowledge creation is not only individual’s activity; the knowledge is created through interactions 
among individuals or between individuals and their environments, and therefore, the commitment of individuals 
to “ba” through action and interaction is important. 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Modes of the knowledge creation (Nonaka, 1994, p.19) 

 

5. The Model of Enhancing the Successor’s Innovativeness for the Family Business’s Rebirth 

The proposed model (Figure 2) highlights the main idea of enhancing successor’s innovativeness thus creating 
preconditions for rebirth of a family business. It is based on the concept of knowledge creation as dynamic 
process that leads to creativity and innovativeness of individuals and enterprises, and on the extensive research 
cognitions on the family business’s succession.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 
 

 

Figure 2. The successor’s innovativeness as the precondition for rebirth of a family business 
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Two main constructs emerged from the model, and that are: first, the process of creation of new knowledge 
through four knowledge conversion modes and second, the “ba” as a shared concept where knowledge is created. 
They are both discussed in the next sections.  The main idea for the illustrative presentation of the model 
presented in the Figure 2 is based on the illustration of the “ba” and knowledge creation designed by Nonaka and 
Konno (1998). It is adapted in the way that best explains the particularities of a family business and its 
succession.  

5.1 Knowledge Transfer and Creation during Succession and the Successor’s Innovativeness 

The knowledge base of a successor is created during succession through different knowledge conversion modes. 
Knowledge accumulation should start during growing up of a successor since in that period a  successor’s 
impressions of a family business (i.e., a sense of the quality life the family business provides; the business’s 
impact on the parents’ marriage and family relationships) is formed and lessons which are learned intentionally 
or unintentionally during that period will not be easily changed later and will importantly impact the family 
business’s continuity in the future (e.g., Gersick et al., 1997; Motwani et al., 2005). This process of early 
socialization, where a successor can absorb tacit knowledge about the business at home (Gersick et al., 1997) or 
by summer and lower category jobs (e.g., Cabrera-Suárez et al., 2001) is especially important for acquiring tacit 
knowledge of a predecessor (e.g., Duh, 2014). Such experiences prove valuable both in the case of joining the 
family business immediately after finishing school as well as in the case of joining after obtaining experiences 
elsewhere. A successor gets familiar with the nature of the business and as a result it is easier for the successor to 
be accepted, gain credibility, and strengthen important relationships within the business (e.g., Chirico, 2008; 
Motwani et al., 2006). This can also present the beginning of the creation of the shared vision (e.g., Gersick et al., 
1997) of the family business’s future which guides the transition from one generation to the next. In the period of 
growing up also the family culture plays an important role since it stimulates and encourages the successor’s 
innovativeness (Litz & Kleysen, 2001). Similarly, Zenko and Mulej (2011) ascertain that creative environments 
in families in the childhood are precondition for creativity and innovation in businesses later on.  

The process of transferring a predecessor’s tacit knowledge continues with gradual involvement of a successor in 
a family business and then with his/her full employment. Mentoring and supervising relationships were found as 
an important informal ways of teaching and learning and as an effective way of transferring critical skills. 
According to Swap et al. (2001) mentors also teach norms of behavior and transfer knowledge about the values 
of a firm. Many family business leaders find mentoring as a suitable way of developing tacit knowledge by 
successors (e.g., Boyd, Upton, & Wircenski, 1999; Cabrera-Suárez et al., 2001; Chirico, 2008) through 
socialization and internalization conversion mode. Research carried out by Boyd et al. (1999) showed strong 
presence of informal mentoring by a family member. Even though this kind of mentoring have numerous 
strengths (e.g., flexibility, unforced, open communication, caring relationship), the weakness should be 
considered such as the absence of objectives or an agenda, the presence of emotion (e.g., potential for bias, 
personality conflicts, unrealistic expectations) and lack of feedback or review. Therefore, it is recommended to 
incorporate positive aspects of formal mentoring such as “... goal setting and review, recognition of milestone 
events, and a time line on the relationship” (Boyd et al., 1999, p. 307) being aware of weaknesses such as the 
forced nature of relationship.  

However, the founder’s tacit knowledge even though very valuable, is not sufficient for encouraging the 
successor’s creativity and innovativeness. It should be combined with tacit and explicit knowledge that is 
available within and outside a family business. Valuable knowledge is held by other family and non-family 
employees, and external stakeholders, such as partners and customers. Therefore, a successor can enlarge his/her 
knowledge base through interactions with others by actively participating in meetings with business partners 
(e.g., Mazzola et al., 2008; Nonaka et al., 2006), by involving in accounting practice (e.g., Giovannoni, 
Maraghini, & Riccaboni, 2011) and by gradually participating in decision-making (e.g., Kellermanns & 
Eddleston, 2004; Motwani et al., 2006) and strategic planning processes (e.g., Mazzola et al., 2008). In these 
interactions specialized knowledge of family and non-family employees can be acquired as well as tacit 
knowledge of the family businesses’ partners; these processes of socialization, externalization, combination and 
internalization not only contributes to creation of the successor’s knowledge but as well as that of a family 
business thus enlarging the successor’s and the family business’s innovativeness. Family meetings (e.g., in the 
form of a family council) are also recognized as an excellent opportunity for successor’s to learn about the rights 
and responsibilities that come with ownership and management as well as it provides the opportunity for family 
members to “... articulate their values, needs, and expectations vis-à-vis the company and develop policies that 
safeguard the long-term interests of the family” (Gersick et al., 1997, p. 237).  

Knowledge that is transferred from the outside the family business is also crucial for encouraging the successor’s 
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innovativeness and for rebirth of a family business. Several authors suggest that not only the formal education is 
of importance (e.g., Duh, 2014; Morris et al., 1997; Sardeshmukh & Corbett, 2011) but as well as additional 
training programs outside the family business since they expose a successor to new ideas and trends 
(Cabrera-Suárez et al., 2001; Chirico, 2008). This new knowledge should be introduced in a family business in 
order to offer new perspectives for the family business’s rebirth. Valuable experiences and new knowledge are 
gained by working outside the family business for a certain period of time before taking full responsibility within 
the family business (e.g., Cabrera-Suárez et al., 2001; Chirico, 2008; Ward, 1987). What is especially important 
and highlighted in our model is that not only the successor’s knowledge base, creativity and innovativeness is 
enhanced this way but as well as that of a family business. This is in accordance with the main idea of Nonaka 
(1994) that knowledge creation starts at the individual level moving up to the collective level and then to the 
organizational level.  

We further extend the idea of knowledge transfer and creation during succession as crucial processes for building 
the successors’ innovativeness by applying the idea of “ba”. That is especially important in family businesses 
due to the very emotional nature of the succession process. The “ba” as a critical component of the proposed 
model is discussed in the next section.  

5.2 “Ba” Context 

Since organizational knowledge creation process during succession has much to do with close interactions 
between a successor and a predecessor (e.g., Chrisman et al., 1998; Davis & Tagiuri, 1989), we find of a special 
importance the concept of “ba” as physical and mental place. Since systemizing “ba”, which supports 
combination, is rather virtual than physical world (Nonaka et al., 2000), our model focuses on the originating “ba” 
(supporting socialization), dialoguing “ba” (supporting externalization) and exercising “ba” (supporting 
internalization). Even though several research studies address different enablers of knowledge creation process 
(e.g., Lee & Choi, 2003) and impediments for successful knowledge transfer (e.g., Szulanski, 1996), we found in 
family relationship, trust, motivation and commitment to be of special importance for enhancing successors’ 
innovativeness. They are discussed in continuation.  

5.2.1 Family Relationships 

Research findings (e.g., Nonaka et al., 2006) indicate that high-care relationships favor both transfer and creation 
of knowledge. Especially in originating “ba”, where individuals share tacit knowledge, the relationships between 
individuals should exhibit a high degree of care for the other (Lee & Choi, 2003). According to Szulanski (1996) 
an arduous relationship between the source and the recipient hinders the correct transfer of knowledge. 
Especially when the knowledge transfer has tacit components and therefore requires numerous individual 
exchanges, the success of such exchanges depends on the ease of communications and on the “intimacy” of the 
overall relationship between the source and the recipient. A key feature in a functional relationship must be 
positive mutual feelings.  

Research indicates the importance of the quality of the relationship between a successor and a predecessor in 
determining the process, timing, and effectiveness of the succession; a good personal relationship between these 
individuals contributes to the training and development of successors (e.g., Chrisman et al., 1998). The quality of 
relationships between a predecessor and a successor, specially the smooth and open communication, respect, 
understanding, and the complementary behavior, is also one of determining factors in effectively transferring 
knowledge during the succession process (e.g., Cabrera-Suárez et al., 2001; Handler, 1994). Such relationships 
improve the capacity for mutual learning and friendship and are usually the result of an evolutionary process that 
begins before the next generation enters the business and continues with the involvement in the work within the 
business (e.g., Handler, 1994). When there is more than one successor, also the quality of sibling relationship is 
of importance (e.g., Cabrera-Suárez et al., 2001). Intense kinship ties facilitate face-to-face interactions within 
the family and the business and help generations to work together before and during the succession process 
(Chirico, 2008). Such relationships are characteristic of strong and healthy families (Gersick et al., 1997).  

So on one hand, family firms can represent a strong social community which is defined as a network of 
relationships among organizational members leading to open communications and caring relationship (Duh et al., 
2010); in this community, personal contacts provide the basis for the exchange of knowledge (e.g., Zahra, 
Neubaum, & Larraňeta, 2007). On the other hand, there are some indications of difficulties in family 
relationships, which escalate during the succession process. Especially, father-son relationships are usually 
characterized by certain degree of ambivalence and fail to create a suitable environment in which the successor 
can fully develop his or her potential (e.g., Levinson, 1996; Kets de Vries, 1993; Cabrera-Suárez et al., 2001). 
The research of Davis and Tagiuri (1989) even indicated that the life cycle stage of the successor (i.e., son) 
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relative to that of the preceding generation (i.e., father) affects the quality of the father-son work relationship. 
Therefore, establishing of “ba” that is characterized by high quality and caring family relationships positively 
influences the knowledge creation process and the successor’s innovativeness thus creating conditions for rebirth 
of a family business.  

5.2.2 Trust 

Lee and Choi (2003) consider trust as one of the most important enablers of knowledge creation process. 
According to the authors trust facilitate open and influential knowledge exchange; when relationships among 
individuals are high in trust, they are more willing to participate in knowledge creation process. Nonaka et al. 
(2006) expose the importance of mutual trust in relationships among individuals who share tacit knowledge.  A 
relationship characterized by trust between a predecessor and a successor is found to be of great importance for 
transferring the tacit knowledge during the succession process (Cabrera-Suárez et al., 2001). Family firms are 
often depicted as being high in trust; the greater the level of trust, the greater the level of openness and 
opportunities especially for tacit knowledge to be created, shared and transferred over time (Chirico, 2008). 
However, research (e.g., Lansberg, 1988) also indicates that founders struggling with succession often 
experience powerful feelings of rivalry and jealously toward successors; the founder might see a successor as a 
younger rival who waits to take over his place within his “beloved” organization. These feelings become evident 
as a persistent distrust of the successor’s competences and abilities to take over the leadership position. 
Therefore, we believe that establishing of “ba” characterized by high level of trust between a successor and a 
predecessor positively influences the knowledge creation process during succession and a successor’s 
innovativeness thus creating conditions for rebirth of a family business  

5.2.3 Motivation and Commitment  

The motivation of a source and a recipient of knowledge are one of important determinant in effective 
knowledge transfer (e.g., Szulanski, 1996) and together with supervisory encouragement positively influence 
creativity in work environments (e.g., Anderson et al., 2014). The lack of motivation on the source side can be 
due to the source’s fear of losing a position of privilege and superiority (Szulanski, 1996). In family businesses a 
predecessor (i.e., a source of knowledge) might suffer motivation problems, feeling that he or she is losing status 
or importance as succession process develops (Cabrera-Suárez et al., 2001; Lansberg, 1988; Zahra et al., 2007). 
Therefore, the predecessor’s ability to delegate and promote a business environment in which the successor feels 
free to make both decisions and mistakes are fundamental to the successor’s development. In turn, a successor 
might reject or undervalue the knowledge that a predecessor provides. Some family members may also lack 
interest in a business or have no desire to learn (e.g., Le Breton-Miller et al., 2004). According to the opinion of 
some authors not only motivation but also the degree of commitment and interest in a family business that family 
members have affect the knowledge accumulation process within a family business (Chirico, 2008).  Also 
Nonaka (1994) stressed that individual commitment underlies human knowledge creating activities. Successors’ 
commitment to the business is ranked among the most important attributes of potential successors (Chrisman et 
al., 1998) and Astrachan et al. (2002) reveal that the family’s commitment tends to decrease after the second or 
third generation. The motivation and commitment of successors are of special importance due to some research 
results indicating a decreasing willingness of potential successors in founders eyes (i.e., sons and daughters) to 
take over a family business (e.g., Stavrou, 1999).  

The level of commitment and interest in a family business is also influenced by psychological ownership which 
referred to the family members’ possessive emotional feelings and attachment to the family business. A family 
firm’s strong sense of identity and unique social system can foster frequent informal discussions to encourage the 
transfer of experience and tacit knowledge (Zahra et al., 2007). Therefore, family members concern about 
sustaining the continuity of the business thorough the creation of knowledge across generations (e.g., Chirico, 
2008) can positively impact the implementation of the succession process. Therefore, our model highlights the 
importance of establishing “ba” that is characterized by the highly motivated and committed successor and 
predecessor. Such a “ba” positively influences the knowledge creation process and the successor’s 
innovativeness thus creating conditions for the rebirth of the family business.  

6. Conclusions 

The proposed model of the successor’s innovativeness suggests that succession can indeed represent an 
opportunity for the family business rebirth. When succession is understood as the continuous process of the 
knowledge creation not only at the individual level (i.e., a successor) but as well as at the organizational level 
through interactions of a successor with other organizational members, new knowledge created enables a family 
business to successfully address rapid changes in the external environment. The process of creating the 
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successor’s knowledge base should start early in the childhood and should be followed by different modes of 
acquiring internally and externally available knowledge through socialization, externalization, combination and 
internalization. Knowledge creation modes (e.g., mentoring, training, strategic planning etc.) that are 
incorporated in our model are addressed within the family business research as a useful ways of preparing a 
successor for the future leadership role. However, the research findings are fragmented and future research 
should address their integrative impact on the successor’s innovativeness.    

Our model also highlights the family influence on the “ba” that is an important condition for knowledge creation. 
Future research should especially consider the impact of family relationships, trust, and motivation and family 
members’ commitment in the integrative manner on the successor’s innovativeness. The empirical research 
should be conducted as qualitative research due to the complexity of the researched phenomenon and novelty of 
a view on succession as a possible rebirth of a family business by enhancing a successor’s innovativeness. 
Namely, qualitative research is found to be the best way for studying a particular topic “... when the particular 
topic is new and there is not much previously published research on that topic” (Myers, 2013, p. 9). Especially 
the case study research has been getting on importance in family business research (e.g., DeMasis & Kotlar, 
2014). We believe that by applying multiple case studies the research cognitions can contribute significantly to 
the development of the family business succession theory.   
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