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Hindrance to The Inheritance of Family-owned Small and Medium Enterprises:
The Perspective of Business Operation Capability

Student: Roc Hu Advisor: Dr. Chyan Yang
Dr. Yau-De Wang

Department of Management Science

National Chiao Tung University

ABSTRACT

The purpose of this study was to explore the hindrance to the inheritance
of the family-owned small and-medium enterprises. We:focused on the theme of
“things to be passed down”—and looked for the causes of the difficulties
encountered in ‘process of inheritance. The study used case method and
grounded-theory method for data-collection and analysis. There were two
family-owned small/medium businesses 1in our <sample. The results of our
qualitative analysis on the cases showed that the inheritance of family-owned
business unfolded as a process of organizational change, which involved the
capabilities of the successor brought to the business, the changes in the
governance responsibilities corresponding to the capabilities of the successor,
the turnover of the professional managers employed by the business and the
corresponding changes in their managerial responsibilities as the “agents”
of the business. These organizational changes reshaped the composition of

capabilities needed by the business. This research was concluded by its major



finding of the two main causes of difficulties encountered in the inheritance
of family-owned small/medium enterprises: whether the proprietary knowledge as
a resource of the previous owner can be transferred to the successor and whether
the proprietary knowledge as a resource owned by the “agent” managers can be

kept in the company after the succession.

Keywords: Family-owned, Small and Medium Enterprises, Inheritance, Enterprise

Management Capability, Agent, Organizational Change.
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