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Abstract

This study examines the prevalence and determinants of succession planning in family businesses in Sri Lanka,
addressing a critical gap in empirical research within developing-country contexts. Family businesses play a
vital role in economic growth, employment generation, and wealth creation; yet their long-term sustainability
is often threatened by inadequate succession planning. Using a mixed-methods approach, the study combines
quantitative data collected from 84 family business owners in the Gampaha Municipal Council area with
qualitative insights from in-depth case studies that provide contextual insights into succession planning
practices. The findings reveal that only 57% of respondents have undertaken at least one step toward succession
planning, highlighting that a significant proportion of family businesses still lack formal planning. Binary
logistic regression analysis shows that succession planning is significantly influenced by the owner’s level of
education, family cohesion, family commitment, family involvement, business age, and business size. Notably,
family cohesion demonstrates a negative relationship with succession planning, suggesting that strong
emotional bonds may reduce the perceived urgency for planning succession. In contrast, owners’ higher
education levels, stronger family commitment, greater family involvement, and larger and older businesses
positively influence the likelihood of succession planning. The study contributes to the literature by providing
integrated empirical evidence across owner, family, and business dimensions of family businesses. The
findings highlight the need for proactive and structured succession planning practices to ensure
intergenerational continuity and sustainability of family businesses in developing economies.
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1. Introduction

Family businesses have emerged as a vibrant area in the global entrepreneurial development context, making
significant contributions to employment generation, economic growth and transformation, and wealth creation
(Alderson, 2018; Bagis et al., 2023; Ossai et al., 2011). A family business is an enterprise that is run by at least
one family member, and this concept has been further elaborated as a business that is passed on to the next
generation of a family for management and control (Handler, 1990, 1992). In family businesses, the
concentration of ownership and control within the family enables greater involvement in business matters. As
a result, family businesses frequently encounter distinct and more complex challenges compared to non-family
firms (Davis & Stern, 1981; Handler, 1989; Poza, 2010).
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Family business succession refers to the passing of leadership baton from the founder-owner to a successor,
who may be either a family member or a non-family member (i.e., a professional manager) (Orole, 2020).
Evidence suggests that only 30 per cent of family firms successfully transition to the second generation, and
just 10 per cent continue to the third generation (Cahyadi, 2022). Only about 3 per cent of family businesses
survive beyond the third generation (Shafieyoon & Mansouri, 2014). These statistics highlight the critical
importance of succession planning in ensuring the continuity and long-term sustainability of family businesses
(Olubiyi et al., 2022). In fact, ineffective succession planning has long been identified as one of the most
prevalent reasons for failure in family-owned and family-controlled companies (Onuoha, 2013; Poza, 2010;
Reif et al., 2025). Hence, effective succession planning is essential for sustaining family businesses across
generations.

In Sri Lanka, the majority of businesses are family-owned, and the family business sector is considered an
emerging market due to its developing industrial base, expanding private sector, and ongoing economic and
institutional transitions (Wijayasinghe, 2021). Unlike many Western business contexts, Sri Lankan family
businesses are strongly influenced by socio-cultural norms such as family cohesion, informal governance
structures, and expectations of intergenerational continuity (Ramos et al., 2023). Despite the recognized
importance of succession planning for the long-term sustainability of family businesses, there is a lack of
empirically tested evidence on the determinants of succession planning in developing-country contexts such
as Sri Lanka. Existing studies have largely focused on developed economies and tend to provide descriptive
insights rather than examining the quantitative relationships between key influencing factors (Biswas et al.,
2025; Kandade et al., 2020).

While prior research acknowledges the role of owner, family, and business characteristics in shaping
succession planning, these dimensions are rarely examined in an integrated manner, particularly using mixed-
methods approaches (Gjergji et al., 2025). This fragmented understanding limits the ability of researchers and
practitioners to build a comprehensive understanding of the complex and interdependent factors shaping
succession planning in family businesses. Addressing this gap provides important insights into succession
planning in family businesses operating in developing economies. The study addresses two research questions
with the aim of bridging the gap in knowledge in family business succession planning. The first research
question (R1) examines the prevalence of succession planning among Sri Lankan family businesses. The
second research question (R2) investigates which determinants related to owner, family, and business attributes
significantly influence the likelihood of succession planning in Sri Lankan family businesses.

2. Theoretical framework

2.1. Family businesses and the three-circle model

There is a clear distinction between family and non-family businesses. A family business is generally defined
as an enterprise in which ownership and control are concentrated within family members who significantly
influence the vision, direction, and management of the business (Frezatti et al., 2023; Sharma et al., 2001).
This concentration of ownership and control within the family enables greater involvement of family members
in business operations and decision-making processes, distinguishing family businesses from non-family
businesses (Alderson, 2018; Davis & Stern, 1981; Handler, 1989). Family-controlled businesses frequently
exhibit more centralized decision-making processes and less formalized control systems (Pagliarussi & Leme,
2020).

The three-circle model of family businesses by Tagiuri and Davis (1996) suggests that a family firm
comprises three overlapping, interacting and interdependent subsystems of family, business, and ownership
(Figure 1). The interaction among these three subsystems shapes the structure, decision-making processes, and
governance dynamics of family businesses. The three-circle model therefore provides a lens for understanding
how these family, business and owner attributes intersect within family businesses (Davis, 2018).
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Figure 1. Three circle model of family businesses developed by Tagiuri & Davis (1996)

2.2. Family business succession planning

Family business succession is defined as the transfer of leadership from the founder-owner to a successor,
which involves multiple individuals and begins before heirs enter the business (Handler, 1994; Olusegun,
2022). Succession is a central concern for family firms, as uncertainties and unforeseen events influence the
process. Given the low survival rates of family businesses across generations, succession planning should be
carefully conducted (Ferrari, 2023). Succession planning refers to the process of identifying and preparing a
potential successor to assume a new role (Obinna & Bekwe, 2024). The primary objective of succession
planning is to transfer the firm’s ownership to a family member rather than cease business operations (Mutunga
& Gachunga, 2013). The continuity and performance of a business depend on succession planning. Yet, many
family businesses do not have formal succession plans (Ge & Campopiano, 2021).

Succession planning can be conceptualized as a multi-dimensional process that varies in its level of
extensiveness, ranging from the identification of potential successors to formalized and structured transition
strategies (Saan et al., 2018). The theoretical model of family business succession developed by Handler (1989)
further conceptualizes succession planning as a multidimensional process shaped by individual, interpersonal,
group, organizational, and environmental attributes. The major elements of the succession planning process
include identifying a pool of potential successors, the designation of a successor, and the notification of the
successor-designate and other management leaders.

From a sustainability perspective, succession planning has been associated with the long-term continuity
and resilience of family businesses across generations (Baltazar et al., 2023; Reif et al., 2025). In this study,
sustainability is treated as a broader theoretical and practical implication of succession planning rather than as
a directly measured outcome (Aberg et al., 2025). Previous studies have associated succession planning with
potential economic benefits such as business continuity, growth, and value preservation, as well as social
outcomes related to the preservation of family legacy, tacit knowledge, and employment opportunities
(Domanska et al., 2024; Magrelli et al., 2022). Succession planning contributes to organizational sustainability
by facilitating leadership continuity, reducing uncertainty, and enabling adaptive capacity in changing
economic environments (Hernandez-Perlines et al., 2026). In family businesses, where ownership,
management, and family relationships are closely interconnected, the absence of structured succession
planning may increase the risk of instability and business discontinuity.
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2.3. Owner attributes and succession planning

The study examines the determinants of succession planning across three categories: owner, family, and
business attributes. Within the owner dimension, age has been consistently identified as a salient factor
influencing succession planning (Abaddi, 2025). The literature suggests that advancing age is associated with
increased engagement in succession-related activities, reflecting heightened awareness of leadership transition
and continuity needs (Lansberg, 1988; Magasi, 2016). This pattern has been observed across diverse contexts,
including small and medium-sized enterprises (SMEs), where owner age is linked to both the initiation and
extent of succession planning processes (Davis & Harveston, 1998).

Gender has emerged as an important, though evolving, determinant of succession planning. Traditionally,
succession in family businesses has been shaped by patriarchal norms, often favoring male successors (Kaslow,
1998). Yet, with the increasing participation of women in business ownership and leadership, these patterns
are gradually shifting. The literature indicates that gender influences engagement in succession planning, with
male owners typically demonstrating a higher propensity to engage in formal succession processes compared
to female owners (Lee et al., 2003; Magasi, 2016).

The owner’s level of education is identified as a key factor influencing succession planning in family
businesses. Yet, the relationship between education and succession planning remains inconclusive. While
higher levels of education are often associated with succession planning and formal decision-making practices,
empirical findings across different contexts are mixed. For instance, evidence from Tanzania suggests a
positive association between education and engagement in succession planning (Magasi, 2016), whereas
studies conducted in Western contexts report weak or even negative relationships, particularly with respect to
the extent and formalization of succession processes (Coffman, 2014; Davis & Harveston, 1998; Lee et al.,
2003).

2.4. Family attributes and succession planning

Family dynamics and relationships influence the successful transition of family businesses (De Massis et al.,
2008; Venter et al., 2005). Family-related constructs such as cohesion, adaptability, and commitment can be
more comprehensively understood through the lens of family systems theory, which conceptualizes the family
as an interconnected and dynamic system in which changes in one component influence the entire structure
(Aldrich & CIliff, 2003; Zachary, 2011). Family members play an influential role in decision-making, and
family relationships can either facilitate or hinder succession planning and training (Chrisman et al., 2012). At
the same time, these relationships may complicate managerial challenges within the firm (Eddleston &
Kellermanns, 2007). Family cohesion is a key dimension of family dynamics and is defined as the degree of
connectedness and emotional bonding among family members, shaping trust, communication, and collective
decision-making (Bjornberg & Nicholson, 2007; Olson, 2000). Yet, some studies suggest that family cohesion
does not necessarily have a direct effect on succession planning and training outcomes (Sharma et al., 2003).

Family adaptability refers to the ability of the family system to adjust its roles, relationships, and strategies
in response to changing circumstances and challenges (Ahrens et al., 2019; Swab et al., 2020). Family
adaptability reflects the capacity of family members to respond flexibly to both internal and external changes,
including those associated with business transitions. In the context of family businesses, adaptability influences
how effectively families manage succession processes and cope with uncertainty (De Massis et al., 2008; Le
Breton—Miller et al., 2004). Yet, some studies suggest that family adaptability does not necessarily have a
direct effect on succession planning and training outcomes, but rather exerts an indirect influence through
communication patterns, trust, and governance mechanisms (Sharma et al., 2003).

Family commitment refers to the extent to which family members desire the continuity of the business
within the family across generations (Sharma et al., 2003). It reflects the shared intention and willingness of
family members to sustain the business over time, often shaped by family values, identity, and a long-term
orientation. Prior research suggests that succession planning is positively influenced by the family’s
commitment to the business (Zahrani & Nikmaram, 2014).

The extent of family involvement is a central dimension in family business research, often reflected in the
number of family members employed within the firm. Greater family participation tends to increase the family
intensity of the business and amplifies the influence of family members in strategic decision-making processes
(Gundry & Welsch, 1994). At the same time, higher levels of family involvement may intensify relational
dynamics, making family-related issues more salient in business operations (Motwani et al., 2006). Yet, the
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relationship between family involvement and succession planning is not unequivocal, with some evidence
suggesting only a weak association between the level of family participation and succession planning
outcomes, particularly in SMEs (Magasi, 2016).

2.5. Business attributes and succession planning

Organizational characteristics, including firm age, size, and type of origination, are widely recognized as
important determinants of succession planning in family businesses (Davis & Harveston, 1998). These
structural attributes shape the conditions under which succession decisions are made. For instance, while firm
age is often associated with increased organizational maturity and experience, empirical evidence suggests that
succession preparedness does not necessarily increase as businesses become older (Coffman, 2014).

Recent research highlights the role of organizational characteristics—such as firm size, governance
structure, and generational stage—in shaping succession processes by influencing resource availability,
strategic orientation, and decision-making complexity (Reif et al., 2025; Tabor et al., 2018). Among these, firm
size has received particular attention in the literature. Firm size is commonly operationalized using the number
of employees (Coffman, 2014; Motwani et al., 2006; Swab et al., 2020). Larger firms are generally expected
to possess greater resources and organizational capacity to train and develop future leaders, thereby facilitating
more structured succession planning (Davis & Harveston, 1998). Evidence from SME contexts also suggests
a positive association between firm growth and engagement in succession planning (Magasi, 2016). While
some studies report no significant relationship between firm size and the extensiveness of succession planning,
others indicate that larger firms tend to exhibit higher levels of succession preparedness (Coffman, 2014; Davis
& Harveston, 1998).

Business origination type is also recognized as an important determinant of succession planning. This
characteristic reflects the pathway through which the firm was established—such as start-up, inherited, or
acquired—and shapes the owner’s orientation toward continuity and long-term planning. Evidence suggests
that firms established as start-ups are less likely to formalize succession planning compared to inherited or
acquired businesses, where intergenerational transfer and continuity considerations are more salient (Lee et
al., 2003).

2.6. Research gap

Although prior studies have examined various determinants of family business succession planning, the
findings remain inconsistent across different contexts (De Massis et al., 2008; Nordqvist et al., 2013). For
example, some studies report positive relationships between key attributes and succession planning, while
others identify negative or insignificant effects (Lee et al., 2003; Magasi, 2016; Sharma et al., 2003). These
inconsistencies may stem from differences in contextual settings, such as cultural norms and institutional
environments, as well as variations in sample characteristics, including firm size, generational stage, and
ownership structure. In addition, differences in the operationalization and measurement of key variables may
further contribute to these divergent findings.

The determinants of succession planning are likely to be context-dependent, highlighting the need for
integrated empirical analyses that consider multiple dimensions simultaneously (Le Breton—Miller et al., 2004;
Swab et al., 2020). The study addresses this gap by incorporating owner, family, and business attributes into a
unified conceptual approach. The categorization of variables into owner, family, and business attributes is
grounded in the three-circle model of family businesses, which conceptualizes family firms as an interaction
of family, ownership, and business systems (Davis, 2018). These overlapping domains shape decision-making
processes, strategic behavior, and long-term planning within family enterprises (Handler, 1992; Tagiuri &
Davis, 1996).

In this context, the study explores the influence of 10 variables on family business succession planning,
grouped into three main categories: owner, family, and business attributes. The owner attributes include age,
gender, and level of education; the family attributes include cohesion, adaptability, commitment, and the
number of family members involved in the business; and the business attributes include business age, size, and
origination type. The proposed framework further illustrates the expected relationships between these attributes
and succession planning (Figure 2).
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3. Methodology

3.1. Hypothesis development

The dependent variable of the study was family business succession planning. It was measured using the scale
developed by Davis and Harveston (1998). Responses to each item in the scale were scored as either zero or
one depending on the presence or absence of a succession-related action. For the purposes of this study, the
variable was operationalized as a binary outcome reflecting whether the respondent had undertaken at least
one succession-related action. The binary operationalization was adopted as a simplifying analytical approach
aligned with the study’s primary objective of examining whether family business owners had engaged in any
succession planning by undertaking at least one succession-related action.

The independent variables were categorized into three main groups: owner, family, and business attributes.
Owner attributes included age (H1), gender (H2), and level of education (H3). Family attributes comprised
family cohesion (H4), adaptability (H5), commitment (H6), and the number of family members involved in
the business (H7). Family cohesion and adaptability were measured using the scales developed by Lansberg
and Astrachan (1994), while family commitment was measured using the scale developed by Sharma et al.
(2003). Business attributes included the age of the business (H8), size of the business (H9), and business
origination type (H10).

e Hypothesis 1 (H1): A statistically significant relationship exists between owner’s age and family business
succession planning.

e Hypothesis 2 (H2): A statistically significant relationship exists between the owner’s gender and family
business succession planning.

e Hypothesis 3 (H3): A statistically significant relationship exists between the owner's level of education
and family business succession planning.

e Hypothesis 4 (H4): A statistically significant relationship exists between family cohesion and family
business succession planning.

e Hypothesis 5 (HS): A statistically significant relationship exists between family adaptability and family
business succession planning.

e Hypothesis 6 (H6): A statistically significant relationship exists between family commitment to the
business and family business succession planning.

e Hypothesis 7 (H7): A statistically significant relationship exists between the number of family members
involved in the family business and family business succession planning.

e Hypothesis 8 (H8): A statistically significant relationship exists between business age and family business
succession planning.

e Hypothesis 9 (H9): A statistically significant relationship exists between business size and family business
succession planning.

e Hypothesis 10 (H10): A statistically significant relationship exists between business origination type and
family business succession planning.
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Figure 2. Conceptual framework of the study (Note: The conceptual framework illustrates the expected directional
relationships between owner, family, and business attributes and succession planning in family businesses.)

3.2. Study location

The study was conducted in the Gampaha Municipal Council area, located in the Gampaha District of the
Western Province, Sri Lanka (Figure 3). This urban area includes a relatively high number of businesses,
making it suitable for sample selection. Accordingly, family businesses operating within the Gampaha
Municipal Council area were selected as the study population. An initial sample of fifty-two (52) members of
the Gampaha United Trade Association, who had participated in the two most recent meetings of the
association, was identified. The contact details of these 52 members were obtained by contacting the President
of the Gampaha United Trade Association. Of these, 45 members responded. The sample size was subsequently
increased to 84 using the snowball sampling technique. The unit of analysis was individual family business
owners. It is important to note that the sample size is relatively small and was derived using a combination of
association-based sampling and snowball techniques, which may introduce selection bias. The sample is
skewed toward male respondents and first-generation businesses, which may reflect the structure of the study
context but may also limit the representativeness of the sample.
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Figure 3. Study site

3.3. Data collection

The study used primary data collected between May and June 2021 through a telephone-based questionnaire
survey (SM 1), employing a pre-tested semi-structured questionnaire to ensure the collection of accurate and
reliable data. The use of a structured questionnaire enabled the collection of standardized quantitative data
suitable for statistical analysis, while telephone interviews ensured accessibility and a higher response rate
during the COVID-19 period. Ethical clearance was obtained from the Ethical Clearance Committee of the
Faculty of Agriculture, University of Peradeniya (ECC/2021/E/024).

During the survey, some respondents were identified as business owners who demonstrated a high level of
engagement in family business succession planning. In-depth interviews were subsequently conducted with
these respondents to gain deeper insights into succession planning practices within the study area (SM 2). The
quantitative data collected through the questionnaire survey were further supplemented with qualitative data
from in-depth interviews conducted with 10 selected respondents, with their responses used as primary data
sources.

3.4. Data analysis

The internal consistency of the scales used in the study was assessed using Cronbach’s alpha reliability test.
The scales for family cohesion (a = 0.8471), family adaptability (o = 0.8937), and family commitment (o =
0.8347) all exceeded the recommended threshold of 0.8, indicating a high level of internal consistency. In
addition, the succession-planning indicators used to construct the binary succession planning variable
demonstrated acceptable internal consistency (o = 0.7970). Previous studies indicate that scales are considered
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reliable when Cronbach’s alpha values are greater than 0.7 (Cortina, 1993; Bland & Altman, 1997). Thus, the
scales used in this study demonstrate satisfactory internal consistency.

Although succession planning is widely recognized as a multidimensional and evolving process, our study
specifically focuses on whether family business owners engage in succession planning rather than the degree
or sophistication of such planning. Accordingly, the dependent variable was operationalized as a binary
outcome reflecting the presence or absence of at least one succession-related action (0 = no succession
planning; 1 = at least one succession-related step undertaken). This operationalization was adopted to align
with the study’s primary research objective of examining the determinants associated with engagement in
succession planning within an underexplored developing-country context. It is important to acknowledge that
this dichotomization may lead to a loss of information, as it does not distinguish between minimal and
extensive levels of planning. As a result, variation in planning intensity is not captured in the analysis, which
may influence the interpretation of the findings. Alternative modeling approaches, such as ordinal logistic
regression or count-based models, could better preserve the structure of the data and provide more nuanced
insights into succession planning behavior.

To address the first research objective, the succession planning practices of family business owners were
examined using descriptive statistics, including frequencies and percentages. Binary logistic regression was
employed to examine the determinants associated with succession planning and to address the second research
objective. Logistic regression is appropriate when the dependent variable is categorical and enables estimation
of the probability of an event occurring based on a set of independent variables. The goodness of fit of the
model was assessed using the Hosmer—Lemeshow test. Multicollinearity was examined using a correlation
matrix, and no evidence of multicollinearity was observed among the variables.

Ten cases were selected during the data collection process based on their higher levels of succession
planning and responsiveness. These cases were used to provide contextual insights and illustrative support for
the quantitative findings rather than as a standalone qualitative analytical component. The interview responses
were manually transcribed and reviewed to identify recurring patterns related to succession planning practices,
family involvement, successor preparation, and intergenerational continuity. The qualitative information was
then organized into comparative case summaries to supplement and contextualize the trends identified through
the questionnaire survey (SM 3). Accordingly, the qualitative evidence was used primarily to support the
interpretation of the quantitative findings by providing deeper insights into the succession planning behaviors
observed among the sampled family businesses.

4. Results

4.1. Profile of the sample

The majority of respondents were male (75; 89%), while 11% (9) were female. The largest proportion of
respondents (43; 51%) fell within the age range of 3655 years, followed by 35% (29) who were above 55
years. Only 14% (12) of respondents were below 35 years of age. Most respondents were married (76; 91%),
while 5% (4) were single. The divorced and widowed categories each comprised 2% (2) of the sample. The
sample included several business types: retail (47; 56%), manufacturing (25; 30%), services (9; 11%),
wholesale distribution (6; 7%), and agriculture (3; 4%). Only 1% (1) of respondents belonged to the
construction and transportation sector. Business origination type was categorized into three groups: start-up,
inherited, and purchased. No respondents belonged to the purchased category. The majority (61; 73%) were
start-up businesses, while 23 (27%) were inherited businesses. Cases 01, 02, 03, 08, and 09 represent inherited
businesses, whereas cases 04, 05, 06, 07, and 10 belong to the start-up category (SM 3). In terms of generational
involvement, most respondents (61; 73%) were from first-generation businesses, followed by 22 (26%) from
the second generation, and only 1% (1) from the third generation.

4.2. Do family business owners plan for succession?

The majority of respondents (57%) had taken at least one step toward succession planning, while 43% had not
taken any steps (Table 4.1). Among those who had not initiated succession planning, only one-third expressed
an intention to do so in the future. When asked about their planned strategies, many respondents indicated that
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they currently have young children and intend to plan for succession once their children reach an appropriate
age. Additionally, some respondents were unmarried and reported that they plan to consider succession
planning after marriage.

Table 1. Degree of succession planning

Degree of succession planning Yes No

Successor has been chosen who will assume operating control of business 23 (27%) 61 (73%)
Successor has not been considered 36 (43%) 48 (57%)
One possible successor has been considered 33 (39%) 51 (61%)
Several potential successors have been considered 8 (10%) 76 (90%)
Successor has been informed about the choice 32 (38%) 52 (62%)
Others have been informed 33 (39%) 51 (61%)

To provide contextual insights into the finding that a majority (57%) of respondents had undertaken at least
one step toward succession planning, qualitative evidence from the case studies is presented below. The
following four cases illustrate varying degrees and approaches to succession planning.

Case 04 represents an example of extensive succession planning. The owner operates three businesses (a
spare parts yard, a vehicle repair center, and a hotel). As the founder, he has a son who is currently pursuing a
degree abroad. He stated:

“I have been planning succession since my son was 10 years old. Our main business focuses on importing
vehicle spare parts, and I have taken him to several of our importing countries to expose him to the business.
After assessing his potential to run the business, I trained him from the level of an employee to that of a

’

director.’

He also transferred knowledge related to accounting, customer relations, and purchasing. According to him,
a successor should possess not only theoretical knowledge but also practical experience, which motivated him
to train his son extensively in the operational aspects of the business.

Case 07 presents a contrasting perspective regarding successor training. The owner, a founder of a clothing
business, has a son and a daughter. His son is pursuing a management degree, while his daughter is studying
medicine. He has selected his son as the successor and stated:

“I began planning for succession once the business started generating a stable income. I do not believe that
training a successor from childhood is essential for a successful transition. I believe that a well-educated
successor can manage the business effectively. Although my son is currently in a management position,

’

ownership will be transferred upon completion of his degree.’

Case 05, the owner of a bookshop and printing business, is also a founder with two sons. His eldest son is
employed elsewhere after completing his degree, while the younger son is still an undergraduate. He explained:

“I plan to transfer ownership to both my sons. I have mainly trained them in customer handling, dealing with
banks, and similar activities. I intend to transfer partial ownership (25% each by registering as a
partnership) to them after a few years. I do not plan to transfer full ownership, as I believe I can continue to
guide them if [ remain involved in the business.”

Case 02 provides a contrasting approach to ownership transfer. He is a second-generation owner of a retail
business established by his father. He has two sons and a daughter. Since his sons are software engineers, he
has selected his daughter as the successor. He stated:

“I plan to transfer ownership to my daughter, as my father did with me. Once ownership was transferred to
me, he did not remain involved in decision-making.”
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According to him, his father did not intervene in business operations after the transfer of ownership.
Consequently, he intends to follow a similar approach, allowing full autonomy to the successor after the
transition.

4.3. What are the determinants of family business succession planning?

The results of the hypothesis testing indicate that owner’s education (H3), family cohesion (H4), family
commitment (H6), family involvement (H7), business age (H8), and business size (H9) have statistically
significant relationships with succession planning. In contrast, owner’s age (H1), gender (H2), family
adaptability (H5), and business origination type (H10) were not found to be significant predictors (Table 4.2).

Table 2. Summary of Hypothesis Testing Results

Hypothesis Description Result

H1 Owner’s age — succession planning Not supported
H2 Owner’s gender — succession planning Not supported
H3 Owner’s education — succession planning Supported

H4 Family cohesion — succession planning Supported (negative relationship)
HS Family adaptability — succession planning Not supported
H6 Family commitment — succession planning Supported

H7 Family involvement — succession planning Supported

HS8 Business age — succession planning Supported

H9 Business size — succession planning Supported
HI10 Business origination type — succession planning Not supported

Considering owners’ characteristics (Table 4.3), the study revealed that there is no significant relationship
between owners’ age, gender, and family business succession planning (P>0.05). Although the odds ratios for
owners below 55 years of age (0.387 for below 35 and 0.429 for 35-55) suggest lower odds of engaging in
succession planning compared to older owners, these relationships are not statistically significant and therefore
not reliable. Gender shows a marginal effect, with female owners being more likely to engage in succession
planning. The odds ratio (39.804) suggests a substantially higher likelihood compared to male owners. Yet, the
result was only marginally significant and associated with a relatively small number of female respondents in
the sample. In contrast, the owner’s level of education shows a statistically significant effect. Compared to
owners with higher education, those with secondary education have an odds ratio of 0.049, and those with
tertiary education (up to GCE Advanced level examination) have an odds ratio of 0.021. This indicates that the
odds of engaging in succession planning are substantially lower for less-educated owners, suggesting that
higher levels of education are associated with a greater likelihood of succession planning. The qualitative case
evidence provides additional contextual insights into the relationship between owner education and succession
planning practices among the sampled businesses.

Table 3. Findings of owners’ attributes

Marginal
Variable Categories (If relevant) P-value arginal  Log qdds Mean Star.ldz'lrd
effects ratio deviation
Owners Age (Base level: Above 55 35 or below 35 0.544 (- 0.075) 0.387 0.143 0.038
years) 35-55 0.421 (-0.076) 0.429 0.512 0.055
Owners’ gender (Base level: Males)  Female 0.052 0.292 39.804 0.107 0.034
Secondary education (Up to
GCE Ordinary level 0.016* (- 0.237) 0.049 0.298 0.050

Owners’ level of education (Base

. . examination)
level: Higher education)

Tertiary education (Up to GCE

ok _
Advanced level examination) 0.003 (-0.306) 0.021 0.310 0.050

*P<0.05 P**<0.01
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Case 10 is a medical professional who founded both a health laboratory and an agricultural product export
business. His elder daughter is a doctor; thus, his younger daughter was selected as the successor. He stated:

“When I decided to select her (my younger daughter) as the successor, I planned to educate her in
management. I also encouraged her to build professional relationships in the business field. The

bl

management position was handed over after the completion of her degree.’

Case 08 presents a contrasting scenario in relation to this finding. The owner, who has completed education
up to the GCE Ordinary level examination, operates a footwear business and represents the second generation,
as the business was established by his father. Despite having a lower level of formal education compared to
Case 10, he has also engaged in extensive succession planning. He demonstrates a strong commitment to
continuing the family business into the next generation, particularly given that the business has been in
operation for 56 years. He has two sons and one daughter and stated:

“I encourage my children to pay close attention to the business. I have trained them since Grade 5 to
develop dedication to the business from the start of their day. My eldest son currently holds a management
position after completing his GCE Ordinary level examination. This is the second generation of the business,
and I am planning carefully to ensure its continuation into the third generation.”

Based on the findings related to family characteristics (Table 4.4), succession planning is less likely to occur
as the level of family cohesion increases (p < 0.05), as indicated by the negative marginal effect. One-unit
increase in cohesion reduces the likelihood of engaging in succession planning by approximately 24.7
percentage points. This is further reflected in the very low odds ratio (0.044), indicating that higher levels of
cohesion were associated with lower odds of succession planning. This suggests that stronger emotional
bonding among family members may reduce the perceived need for formal succession planning. Family
cohesion refers to the degree of connectedness and emotional bonding among family members. The qualitative
case evidence illustrates that the relationship between family cohesion and succession planning is not uniform
across businesses. For example, Case 01 represents a cohesive family that is actively engaged in succession
planning. The owner trained his children in market conditions and competitive business practices and
transferred ownership to them after the completion of their education. As the respondent explained:

“My father founded the business, and we are a close family. Since I equally value my daughter and son, |
planned carefully and transferred ownership of the business to both of them.”

This case provides contextual insight into how strong family cohesion may coexist with structured
succession planning practices in some family business settings. In contrast, Case 09 illustrates a cohesive
family that did not engage in effective succession planning. The respondent stated:

“My father, grandfather, and uncle established the business as a partnership within a cohesive family.
However, due to this cohesiveness, they did not plan succession effectively. The lack of succession planning
led to business failure, and ownership was eventually transferred to my father following court cases.”

These qualitative case evidence suggests that, while family cohesion may strengthen relationships within
the family, it does not necessarily guarantee effective succession planning and may, in some instances, lead to
complacency in planning.

The study found statistically significant positive relationships between family commitment and the number
of family members involved in the business, with family business succession planning. A one-unit increase in
family commitment increases the likelihood of succession planning by approximately 7.9 percentage points,
with an odds ratio of 4.591, indicating that the odds of succession planning are more than four times higher as
commitment increases. Similarly, family involvement increases the likelihood by about 12 percentage points,
with an odds ratio of 2.721, greater family involvement was associated with more than double the odds of
engaging in succession planning. In contrast, no statistically significant relationship was found between family
adaptability and succession planning. Although the odds ratio (6.267) suggests a potentially positive
association, the relationship was not statistically significant within the sampled businesses.
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Table 4. Findings of family attributes

Variable P-value Marginal effects Log odds ratio Mean Standard deviation
Family cohesion 0.043* (-0.247) 0.044 5.162 0.062
Family adaptability 0.092 0.145 6.267 5.078 0.083
Family commitment 0.029* 0.079 4.591 3917 0.126
Family involvement 0.013* 0.120 2.721 1.833 0.096

*P<0.05 P**<0.01

According to the statistical results for business characteristics (Table 4.5), the regression analysis supported
the hypothesized relationship between business age and succession planning, indicating a statistically
significant positive relationship (p <0.05), with a marginal effect of 0.006, indicating that each additional year
of business operation increases the likelihood of succession planning by approximately 0.6 percentage points.
The odds ratio of 1.076 further suggests that with each additional year, the odds of engaging in succession
planning increase by about 7.6%, indicating that more established businesses are more likely to engage in
succession planning practices.

The qualitative case evidence provides contextual insights into how business age may relate to succession
planning across different family business settings. Case 03 further illustrates this finding. The respondent
operates a gold jewelry business that is 114 years old and represents the third generation of ownership. He has
two sons and one daughter, who belongs to the fourth generation of the family. He stated:

“We are a 114-year-old family business currently in its third generation. We begin succession planning even
before the business is formally handed over. My son, who is an engineer by profession, has been appointed as
the manager. Although I remain the owner, he is already planning succession for the next (fifth) generation.

>

We train successors from a young age.’

Compared to Case 03, Case 06 represents a relatively newer business, having been established 28 years
ago. The owner is the founder and belongs to the first generation. Despite the relatively shorter history of the
business, he has also engaged in effective succession planning. He has four daughters and stated:

“As the founder, I strongly believe that our business should continue across generations. I have four
daughters, and I have trained three of them in various aspects of the business. I have also encouraged them
to pursue professional qualifications. My eldest daughter joined the business after completing her degree. I

am confident about the continuity of the business, as I have planned well and guided them over a long
period.”

The study revealed a statistically significant relationship between business size and family business
succession planning (p < 0.05). The marginal effect (0.024) indicates that an increase in business size raises
the likelihood of succession planning by approximately 2.4 percentage points. The odds ratio of 1.357 suggests
that larger businesses have about 35.7% higher odds of engaging in succession planning, indicating that
businesses with greater organizational complexity and resource requirements may place greater emphasis on
formal succession planning processes. The business origination type was measured using three categories:
start-up, inherit and purchase. Since the p-value was more than 0.05, there is no significant relationship
between business origination type and family business succession planning. Although the odds ratio (1.861)
suggests a positive association compared to inherited businesses, the lack of statistical significance indicates
that this relationship is not reliable in this sample.
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Table 5. Findings of business attributes

Variable P-value Marginal effects  Log odds ratio Mean Stal.ld?rd
deviation
Business age 0.030%* 0.006 1.076 26.119 2.117
Business size 0.006** 0.024 1.357 11.798 1.951
Business origination 0.553 0.049 1.861 0.726 0.048

(Base level: Inherited)
*P<0.05 P**<0.01

5. Discussion

Family firms continue to represent a substantial share of enterprises worldwide (Birdthistle & Hales, 2023).
As family businesses play a critical role in employment generation, economic continuity, and social stability,
their ability to continue across generations remains an important concern within family business research
(Kurniawan, 2024). Given that family business research is a dynamic and evolving field, this study examines
the prevalence and determinants of succession planning among family businesses. This study addresses two
main research questions: (i) examines the prevalence of succession planning among Sri Lankan family
businesses and (ii) Which owner, family, and business attributes significantly influence the likelihood of
succession planning in Sri Lankan family businesses?

Among the sampled family businesses, the majority (57%) had undertaken at least one step toward
succession planning. These findings contrast with those indicating that 94.2% of entrepreneurs in Nigeria
lacked succession plans, highlighting challenges such as business discontinuity, leadership uncertainty,
ownership disputes, and difficulties in intergenerational business transfer (Dominic et al., 2024). Yet, the
findings align with those of Lussier and Sonfield (2012), who observed more extensive succession planning in
Croatia, Egypt, and Kuwait, indicating variation in succession planning practices across different business
contexts.

FAMILY OWNERSHIP

[ ]
m Family cohesion

ity commi e

C Family commitment Owner’s level of

% . education
ééf:_' Family involvement

HINS)

BUSINESS

Business age

“4 Business size

Figure 4. Conceptual model illustrating the key determinants of succession planning in family businesses, organized
across family, ownership, and business attributes as identified in this study.
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The study investigated six determinants that influence family business succession planning: 1) owner’s
level of education, 2) family cohesion, 3) family commitment, 4) family involvement in the business, 5)
business age, and 6) business size (Figure 4). The results indicate that succession planning was less likely
among owners with lower levels of education, suggesting that higher levels of education were associated with
a greater likelihood of engaging in succession planning. While family cohesion was found to be negatively
associated with succession planning, this suggests that strong family ties may be associated with a lower
emphasis on formal governance mechanisms and structured succession planning processes across generations
(Lansberg & Astrachan, 1994). In contrast, family commitment demonstrated a statistically significant positive
relationship with succession planning (p < 0.05). The findings further reveal that greater family involvement
in the business was associated with a higher likelihood of succession planning. In addition, the study identified
a statistically significant relationship between business age and succession planning. This finding is supported
by evidence from Case 03, a business established in 1907 that has been sustained across multiple generations
for more than a century. Finally, the results indicate that succession planning is more likely to occur in larger
businesses.

It is important to acknowledge that the dichotomization of the succession planning variable may lead to a
loss of information, as different levels of planning intensity are treated equally (Altman & Royston, 2006;
MacCallum et al., 2002). This approach does not distinguish between businesses that have taken minimal steps
and those that have undertaken extensive succession planning. Yet, the binary operationalization was adopted
as a simplifying analytical approach aligned with the study’s primary objective of examining whether family
business owners had engaged in succession planning by undertaking at least one succession-related action.
Accordingly, binary logistic regression was employed to examine the determinants influencing the likelihood
of engaging in succession planning (Harrell, 2015; Hosmer et al., 2013). Future research may consider
alternative approaches, such as ordinal or count-based models, to capture varying degrees of succession
planning more precisely (Long & Freese, 2001).

It should be noted that the qualitative cases were selected based on a higher degree of succession planning
and responsiveness, which may introduce selection bias. As a result, the qualitative component primarily serves
an illustrative and supportive role by providing contextual insights into patterns identified in the quantitative
analysis, rather than enabling full triangulation across contrasting cases (Patton, 2014). The absence of deviant
or negative cases limits the ability to capture the full range of succession planning behaviors. Future research
could address this limitation by incorporating a more diverse set of cases, including businesses with low or no
succession planning, to strengthen qualitative rigor and enable more comprehensive triangulation (Davey,
1990; Donkoh & Mensah, 2023). The findings of this study were interpreted with caution due to limitations
related to sampling and representativeness. The relatively small sample size and the use of non-probability
sampling methods may limit the generalizability of the results. Also, the sample is predominantly composed
of male respondents and first-generation businesses, which may influence the observed relationships. Thus,
the results are most applicable to the specific context studied, and future research with larger and more diverse
samples is recommended to validate and extend these findings (Scarneci-Domnisoru, 2024; Schreier, 2018).

A key strength of this study lies in its mixed-methods approach, which enables a more holistic
understanding of family business succession planning. While the quantitative results identify general patterns,
the qualitative case evidence highlights important nuances and exceptions (Creswell & Clark, 2017; Venkatesh
et al., 2013). For example, although higher levels of education are associated with increased likelihood of
succession planning, some cases demonstrate that even less-educated owners engage in extensive planning due
to strong personal commitment and long-term orientation. Similarly, while family cohesion shows a negative
relationship in the regression results, certain cases illustrate that cohesive families may still plan effectively
depending on their internal dynamics and experiences. These apparent discrepancies suggest that succession
planning is influenced by context-specific factors and individual circumstances that may not be fully captured
in the quantitative model. The qualitative findings are best interpreted as providing deeper insight into the
variability and complexity underlying the broader statistical trends, rather than contradicting them (Gehman
et al.,, 2018; Pratt et al., 2020). Overall, the study contributes context-specific insights into the factors
associated with succession planning among family businesses operating within the selected Sri Lankan setting.
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6. Implications

Theoretical Implications: This study contributes to the existing literature on family business succession by
providing empirical evidence from a developing country context, where such studies remain limited despite
their importance in these contexts. The findings extend prior research by demonstrating that relational and
structural factors, such as family commitment, family involvement, and business characteristics; play a more
significant role than owner demographic attributes in influencing succession planning (Calabro et al., 2013).
In particular, the negative relationship between family cohesion and succession planning offers new insight
into how strong family ties may delay formal planning processes, thereby adding nuance to existing theoretical
perspectives (De Massis et al., 2008; Eddleston & Kellermanns, 2007; Swab et al., 2020).

Practical Implications: The findings provide important implications for family business owners,
practitioners, and policymakers. Family business owners should adopt a proactive approach to succession
planning by investing in education, strengthening family commitment, and increasing the involvement of
family members in business operations. Additionally, policymakers and business support organizations can
facilitate long-term sustainability by offering training programs, advisory services, and awareness initiatives
that emphasize the importance of structured succession planning in family enterprises (Le Breton—Miller et al.,
2004; Neckebrouck et al., 2018).

Future Research Directions: This study opens several avenues for future research. First, future studies
could expand the sample size and geographic coverage to enhance generalizability. Second, longitudinal
studies could be conducted to examine how succession planning evolves over time. Third, future research may
explore additional factors such as cultural influences, governance structures, and external economic conditions
that may affect succession planning. Finally, qualitative or mixed-method approaches could provide deeper
insights into the dynamics of family relationships and decision-making processes in succession planning
(Nordgqvist et al., 2013; Tashakkori et al., 2020).

7. Conclusions

This study examined succession planning practices among sampled family business owners in Sri Lanka and
identified the key determinants influencing such planning. The findings reveal that while a majority (57%) of
family business owners have taken at least one step toward succession planning, a substantial proportion still
lack formal planning, indicating potential risks to long-term business continuity. The results of the binary
logistic regression analysis indicate that succession planning is significantly influenced by the owner’s level
of education, family cohesion, family commitment, family involvement in the business, business age, and
business size. Specifically, higher levels of education, stronger family commitment, greater involvement of
family members, and larger and more mature businesses were associated with a greater likelihood of succession
planning. In contrast, family cohesion was found to have a negative relationship with succession planning,
suggesting that strong emotional bonds may reduce the urgency for formal planning. On the other hand,
owner’s age, gender, family adaptability, and business origination type were not found to have a statistically
significant influence on succession planning. These findings highlight that structural and relational factors play
a more critical role than demographic characteristics in shaping succession planning behavior. While the study
offers important insights into succession planning among family businesses in Sri Lanka, the findings primarily
reflect the characteristics of the sampled businesses within the selected study setting.
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