SSSSSSSSSS

Is Traditional Successor
Induction Still Relevant
for Family Firms?




When Donald McKay first joined McKay and Mills
Construction Ltd., in the 1930s, he started at the
bottom.

As his son put it, “not quite digging the holes on a building site, but working
as the lowest level of manager” As Donald better understood how the firm
functioned, he was involved in increasing levels of decision-making, until he
eventually succeeded his father, Anthony, as the head of the family business.
This on-the-job, “learning the ropes” educational process is typical of how
most family firms traditionally prepare their successors to take over the
business: through a gradual transfer of knowledge, values, and responsibility
from one generation to the next, often from a young age.
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Our study of a multi-generational Scottish family firm shows that learning from older family members (underpinned
by the traditional values of obedience, loyalty, and harmony) is no longer sufficient to adequately prepare the next
generation of successors to run their family businesses well, particularly in the face of rapid social and economic
change. In fact, the attitudes and skills of the older generation, conscientiously passed on to their children, may even
contribute towards business failure.

“FAMILY BUSINESS SUCCESSION IS LINKED WITH THE
SUCCESSORS’ ABILITY TO INFLUENCE EXTERNAL CONDITIONS
AS WELL AS WITH THE PERSONAL EXPERIENCES THEY HAVE
ACCUMULATED OVER THEIR LIFETIMES. BUT ONE SIZE DOES
NOT FIT ALL”




Our research ﬁndingsl, published in Family Business Review (2019), show that younger family members need to

interact and learn from their peers as well as from external stakeholders including non-family corporate
professionals, industry networks, mentors, and minority shareholders. We call this “interactive socialization; which
can also occur when family business successors work with external companies prior to joining the family firm. Such
exposure allows them to develop new skills and experiences that can be applied to the family business later, in an
experiential form of socialization. It is through such peer interaction and experiential learning that successful family
businesses nurture an entrepreneurial mindset in their successors.

In our study of McKay and Mills Construction Ltd. (M & M), we found that while Donald McKay succeeded his father,
Anthony, after a long apprenticeship at the company, it did not equip him to cope with the challenges brought on by
the 1970s and 1980s recessions. Donald had to recruit externally for the financial skills necessary to restructure the
company and this non-family board member was largely responsible for M & M surviving the 1970s—one of the few
pre-war construction firms in Scotland to do so.

By the time the third generation - Donald’s son Bill and nephew David - took over the reins of the company upon
Donald's death in 1993, their socialization into the family business had become more collaborative. This was in part
due to the younger generation’s interactive learning from non-family members in M & M’s management, including
Jack, the financial director who ran the business under Donald and who was recruited as an external manager to
mastermind change and business restructuring.

Bill and David also brought with them the skills and experience they had developed while working in architecture
firms. Their interactions with peers, mentors, educational and industry networks, and other social and professional
groups enabled them to implement innovation that set the company apart from other Scottish speculative builders.
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To cope with changes and to survive over the long term, we also found that family firms need to engage in re-
socialization, a process of re-orientating their values and strategies towards new models of best practice within their
industry. For instance, when Alan, Rob, and Mary, the fourth generation of McKays, became involved in the company
after 2000, they found themselves having to respond quickly and innovatively to the changing social and economic
conditions affecting their family and business. Working with the company’s non-family board members, they used re-
sacialization as a conscious strategy and completely reversed the family culture and practices that early generation
leaders had put in place. This included compromising on the firm’s longstanding commitment to producing
traditional-style housing, diversifying into new businesses such as new timber kit company, and renting properties,
as well as experimenting with new building methods and materials. Interestingly, none of the fourth-generation
children had been traditionally inducted into the business and had no roles in the company until they were adults.

Family business succession is linked with the successors’ ability to influence external conditions as well as with the
personal experiences they have accumulated over their lifetimes. But one size does not fit all. While different forms
of socialization co-exist in long-lived family businesses, how they come to interact depends on the external
conditions in which the family business operates. The faster the family business needs to respond to challenges in
the external environment, the more dominant the interactive and experiential forms of socialization will be, and the
more necessary the re-socialization of traditional practices and values.

Here are three actionable insights that practitioners can take from our research into family business succession
planning:

Involve external parties in training successors

The training of family business successors should involve non-family members such as peers, mentors, minority
shareholders, professional advisers, experts, and non-family managers who may not be driven by shared objectives
or constitute a successor team. Such training should be open to questioning or transforming assumptions, identities,
and values within the family business rather than just focusing on task learning and internalizing existing
knowledge, roles, and expectations. This training informs decisions on how to reshape family business values and
ensures succession in a less stable world.



“OUR RESEARCH FINDINGS, PUBLISHED IN FAMILY BUSINESS
REVIEW (2019), SHOW THAT YOUNGER FAMILY MEMBERS NEED
TO INTERACT AND LEARN FROM THEIR PEERS AS WELL AS
FROM EXTERNAL STAKEHOLDERS INCLUDING NON-FAMILY
CORPORATE PROFESSIONALS, INDUSTRY NETWORKS, MENTORS,
AND MINORITY SHAREHOLDERS?”

Involve all in preparing for the unexpected

As Bika and Kalantaridis’ discuss in their study of organizational-social-capital, time and international family SMEs
in the East of England, change and learning occur erratically. So we would argue that family businesses should equip
all their members for the unexpected. Formal re-socialization training and mentorship would benefit the older
generation of family business leaders as well as long-serving company employees, particularly those who are used
to a tradition of stewardship and continuity and may therefore be reluctant to recognize and embrace change,
according to Salvato, Chirico, and Sharma®. In our case study, re-socialization was used as a proactive strategy to
realign the attitudes and practices of mare conservative family shareholders and employees. It introduced changes
that replaced traditional family management practices, including a fast-moving board of family and non-family
directors, a less self-sufficient growth strategy, a proactive approach to the creation of entrepreneurial opportunities
(such as a new induction and other tailored programmes for apprentices), and the adoption of new ‘modern’
managerial practices.

Take a more open and collaborative approach

Modern family businesses have open spaces and hold collaborative events that bring together diverse stakeholders
and recognize a range of personal experiences, shifting roles, and emergent strategies in a flexible and changing
context. For instance, the fourth generation of McKays introduced an open-plan office, which led to spontaneous
meetings, replacing departments working with very little interaction with each other. The company also involved
shareholders more in the running of the company through biannual shareholder-liaison-group meetings. Most
importantly, the family business itself should not be viewed as an entity that needs to be “protected” fram the
outside and thus the socialization processes used for the exclusion of ‘outsiders.

About the Research

To help us understand how socialization operates in business succession of long-lived family firms, we
conducted in-depth interviews with six directors and managers of the McKay and Mills Construction
Company, of which two were non-family members. Including non-family members provided us with new
information and perspectives that family members were less aware of, tended to gloss over, or ignored. We
also used secondary data sources to construct the owner-family profile, map out entrepreneurial moves,
describe important contingencies, understand the family business governance structure, and document
relevant outcomes (e.g., profits). We analyzed the data through a line-by-line analysis, taking pairs of
expressions, searching for similarities and differences, and cutting and sorting. A single-case approach
enabled us to explore in considerable detail how socialization patterns and outcomes evolved from one
generation to another. Narrative inquiry was used to detect how traditional forms of socialization became
increasingly less relevant as external conditions grew more volatile in the third and fourth generations and
were replaced by more dynamic and interactive processes.
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Related Article

If you enjoyed this article, view this related article suggesting a process to help small to mid-sized
family businesses begin planning for succession:

“Managing Family Business Succession: A
six step process” by Thomas Zellweger
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