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Sammanfattning 
Problem Enligt tidigare forskning krävs en långsiktig planering för att genomföra ett 

lyckat ägarskifte inom en familj. Detta sägs bero på att dåligt planerade ägar-
skiften, eller frånvaro av planering, kan leda till att företagsöverlåtelser miss-
lyckas. Men då nästa generation inte finns inom familjen, eller familjeföreta-
get, så genomförs ägarskiftet relativt snabbt, räknat från att ny ägare utsetts 
till att skiftet är genomfört. Således tycks inte denna långsiktiga planering 
vara avgörande. Vidare anses det viktigt att nästa generation kommer in ti-
digt i företaget, för att successivt ta över ansvaret. Därför ifrågasätter jag om 
långsiktig planering är så viktigt, och vad som i så fall menas med långsiktig 
planering, eller om det snarare kan vara så att flera faktorer samverkar, vil-
ket avgör utgången av företagsskiftet. 

  Syfte Syftet med denna uppsats är att bidra till debatten angående vikten av lång-
siktig planering för att kunna genomföra ett lyckat ägarskifte. Detta görs ge-
nom att jämföra karakteristika från två lyckade ägarskiften. Det ena familje-
företaget har genomgått ett skifte till nästa generation inom familjen, och 
det andra familjeföretaget har sålts externt. Uppsatsen tar även hänsyn till 
de råd som framkommit från intervjuer med representanter från en bank 
och två revisionsbyråer, för att få fram den generella synen på ägarskiftes-
processen. 

Metod En kvalitativ metod har använts för att genomföra denna studie. Data har 
insamlats genom intervjuer med representanter från två familjeföretag som 
genomfört ägarskifte, samt en representant från en bank, och två represen-
tanter från två revisionsbyråer. Dessa data har jämförts med befintlig littera-
tur och forskning i ämnet. 

Slutsats Baserat på denna studie, anser jag att en helhetssyn måste tillämpas, då alla 
aspekter kan anses som lika viktiga när ett företag skiftar ägare och/eller le-
dare. Detta innebär att långsiktig planering inte kan anses vara mer viktig än 
någon annan aspekt. Ur överlåtarens perspektiv handlar långsiktig planering 
främst om hur väl företagsöverlåtelsen förberetts, och tiden fram till överlå-
telsen. Ur övertagarens perspektiv är långsiktig planering främst tiden från 
övertagandet och framåt. Detta innefattar bland annat hur övergången från 
överlämnare till övertagare ska ske, och hur viktig kunskap ska kvarstanna i 
företaget.   
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Abstract 
Problem According to previous research a successful succession requires a long-term 

plan. This is since the main problem causing companies to fail in succes-
sions is seen to be the absence of planning, or that planning is not done well 
enough. But when the next generation is found outside the family or the 
family business, the succession is done quite fast, so long-term planning in 
advance does not seem to be that important after all. Therefore I question 
the importance of long-term planning, and what it includes, since I believe 
the outcome is decided by several interacting factors, and not by one alone.  

Purpose The purpose with this thesis is to contribute to the debate concerning the 
need of long-term preparation before transitions of family businesses are 
done. This is done by comparing the characteristics of two successful suc-
cession processes. One is a family business that has undertaken a shift 
within the family, and the other is a family business that has been sold ex-
ternally. It will also take into account the kind of advices that comes from 
interviews with representatives of one bank and two audit firms, in order to 
find out their general view of the process. 

Method This study was conducted through a qualitative method. The data  was col-
lected by interviewing representatives from two family businesses that have 
undertaken successions. In addition data was collected from representatives 
from one bank, and two audit firms. The characteristics in the data from 
these interviews have been compared to each other, and also to literature 
and research within the subject.  

Conclusion Based on this study, I believe a view that takes into account all aspects is 
needed, since all aspects are equal important when a company undertakes a 
succession. As a result of this, long-term planning should not be seen as an 
aspect more important than any other. From the ancestors´ point of view 
long-term planning is foremost about how well-prepared the succession of 
the company has been, and the time until the succession is done. Long-term 
planning seen from the successors´ view is the time from when the succes-
sion is done, and forward. This includes for example how the handing over 
process should be done, and how to secure that important knowledge stays 
within the company. 
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 Introduction 

1 Introduction 
This chapter discusses the background of the subject followed by formulation of the prob-
lem, which result in the purpose of this thesis. The reader will shortly be introduced to the 
subject, in order to increase his/hers understanding and consequently the possibility of util-
izing all parts of the thesis. 

I have chosen to do an in-depth investigation of the question to which degree future busi-
ness succession is prepared, by focusing on the process of successions of two family busi-
nesses. The subject chosen is due to my interest in finding underlying principles, virtues, 
and values of how companies that succeed in successions of family firms do this. Success-
ful succession is here understood as the long-term continuity of the company, where both 
ancestor and successor afterwards are satisfied with the result.  

This study will compare transitions of ownership and leadership in two family businesses, 
where one firm is sold external, and the other is handed over to the next generation within 
the family. 

1.1 Background and problem discussion 
The interest in this subject is a result of our bachelor thesis: Ownership succession in fam-
ily business (Olsson & Staf, 2006), which dealt with how prepared family businesses were 
for future ownership succession. Our result showed that 60% of the family firms consid-
ered the continuity of the business as the most important aspect. The study of approxi-
mately 1850 company owners in the community of Jönköping, conducted in 2004 by a 
team of researchers at Jönköping International Business School, also stresses the business 
longevity as one of the most important parts (Nutek, 2004).  

32,5% of the owners estimated that ownership succession would need to take place within 
3 years, 27,5% within 4 to 6 years, 17,5%  within 7 to 10 years, and the remaining 22,5% 
judged an ownership succession to be actual in 11 years at earliest (Olsson & Staf, 2006). 
Still, 60% of the owners, all of them aged over 50 years, had not prepared future succession 
(Olsson & Staf, 2006). According to previous research a successful succession requires a 
long-term plan; up to ten years of planning and preparations in advance (Brindley, 2005; 
Johansson & Falk, 1998; Johansson & Hult, 2002; Nutek, 2004; Ydstedt, 2005). 

During the year 2003 Företagarna, Sweden’s largest organisation for business owners, car-
ried out a national investigation that included 5000 private ownermanaged companies with 
less than 50 employees and a yearly turnover above 100 000 SEK. This is comparable to 
that more or less 180 000 businesses are facing successions, within a period of ten years, 
from 2005 to 2014, assumed that the people born during the 1940s will retire when they 
become 65 years. The investigation shows that 90 000 companies, with totally 160 000 op-
portunities for employments, risk to fail in ownership successions due to defective plan-
ning. These figures are based on calculations of the result of the investigation by Företa-
garna (Linder, 2005).  

Other articles supports the need of long term planning, since the main problem causing 
companies to fail in successions, is seen to be the absence of planning or that planning is 
not done well enough (Johansson, 2006; Linder, 2005; Rörström, 2006). Sweden’s business 
commitment and establishment is low, only seven per cent of the citizens are company 
owners. Compared to the investigation in 2004 by Global Entrepreneurship Monitor, Swe-
den hold position 30 out of 34. The average business commitment of these countries are 
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nine per cent, and in the Nordic countries Sweden is last. Therefore it is seen as vital that 
the many coming successions do not lead to a reduced number of business in Sweden 
(Ydstedt, 2005).  

Nutek, a national authority that works for development and renewal of economic life, has 
as a result of the investigation by Företagarna, and on behalf of the government decided to 
develop and conduct a national program aiming to simplify ownership successions in small 
companies, by developing working methods and take actions, for example by spreading in-
formation during meetings and seminars (Nutek, 2006). 

Me and my colleague’s bachelor thesis demonstrates that many of the company owners in 
the study are fairly soon ready to hand over the baton. They see the company’s continuity 
as very important, but yet have not started the planning. How come those managers do not 
to a higher degree undertake long term planning, which according to Linder (2005) is nec-
essary for the business survival? How can these companies be able to conduct successfully 
successions?  

Further, it is claimed as important to introduce the next generation at an early stage. What 
makes me confused is that when the next generation is found outside the family or the 
family business, planning up to ten years in advance does not seem to be that important af-
ter all. Therefore I ask myself how do companies manage a successful succession and what 
do they consider important?  

1.2 Purpose 
The purpose is to contribute to the debate concerning the need of long-term preparation 
before transitions of family businesses are done. This will be done by critically examine 
statements, and comparing the characteristics of two successful succession processes. One 
is a family business that has undertaken a shift within the family, and the other is a family 
business that has been sold externally. It will also take into account the kind of advices that 
comes from interviews with representatives of one bank and two audit firms, in order to 
find out their general view of the process. 

1.3 Defining family business 
Today there is no single definition of family business (Samuelsson, 1999). This is due to 
that the research within the area is relatively young, with its start during the 1980s. Further 
this can be seen as an explanation to why researchers have developed own definitions that 
fit their research (Gandemo, 2000).  

CeFEO, the Center for Family Enterprise and Ownership at Jönköping International 
Business School, has defined family business as a business where the family owns more 
than 50% of the company’s shares, at least two family members are taking an active part in 
the company, and that the owners of the family see the company as a family business. 
Westhead, Howorth and Cowling (2002) defines family business as a company where the 
majority of the voting shares belong to the family, family members represented on the head 
of the board, and that the family members refer to the company as family business.  

The definition used in this thesis, and also in our former thesis, is the one used by CeFEO. 

Family business is, according to the definition used by Gandemo (2000), Karlsson Stider 
(2000), and Johansson and Falk (1998), dominating with its 95% of all companies in Swe-
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den and employs more than half of Sweden’s employees. In this definition family is defined 
as people related to each other through marriage or related by blood, which also includes  
the children that marry and have children (Gandemo, 2000). Even with a tighter definition, 
including only the origin family members, used by other researchers like Emling (2000), 
54,5% is seen as family business. This shows the importance of family business for the 
economy, as it is a main source for Sweden’s long term growth and welfare. 

A family business is in general smaller than non-family firms, which according to 
Holmquist (2000, reproduced in Gandemo, 2000) can be explained by that the owner sees 
the company and its growth as a tool for self-fulfilment. Compared to the average business, 
family business is overrepresented in trade and manufacturing (Emling, 2000). 

Leaders in family business stay as leaders four years longer than the average leader in non-
family firms, with 14 years compare to 10 years (Emling, 2000). In the study carried out 
2004 by researchers at CeFEO the average business owner is a man aged 50 years. 
Women’s ownership is 14%, and another 14% are owned by the owners children. In 
average the companies have 20 employees, but over 50% of them have at most 10 
emloyees (Nutek, 2004). 

1.4 Defining succession 
A succession of a family business consists of a transfer of leader- and/or ownership. Lead-
ership-succession can be defined as that one manager is replaced by another, but can still 
hold ownership. Ownership-succession means that the ownership is transferred from one 
owner to another (Johansson & Falk, 1998). 

In family business it is common that the owner also is the manager of the company. There-
fore, when the owner wants to retire, or by any other reason wants to hand over the com-
pany, he/she often leaves both the owner- and leadership of the company. The most im-
portant part is that the former managing director is no longer in charge, meaning that this 
person no longer have the operational power. The ownership on the other hand must not 
be transferred fully at the same time as the transfer of leadership, but can instead be done 
gradually (Johansson & Falk, 1998).  

The most common reason for a succession is retirement, due to that the owner is close to 
age of 65 years. Other factors are owner- and leadership succession because of that the 
owner wants to secure the company´s development, and that the owner wants to spend 
his/her time on other work (Nutek, 2004). Cohn (1992) presents the reasons of why family 
businesses have been sold to be boredom or burnout, lack of capital, children have no in-
terest in the business, desire for liquidity, age and health, and finally other interests.   

A succession can be done within the family or, within the family business by handing over 
to employees, by MBO, or external, to a private person or a company, or by a stock market 
notation (Johansson & Falk, 1998), as illustrated below.  
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Present owner 

Succession within the family: 
Management and/or ownership 
succession

Employee or Manage-
ment Buy-Out 

Succession outside the 
family 

External buyer 

Industrial buyer Financial buyer 

Stock market  
listing 

Figure 1-1 Examples of possible options of a business succession  

1.4.1   Succession within the family 
Several aspects are to be considered if the company is passed to the next generation within 
the family, especially when there are many children. The succession could include both 
management and ownership, or only one part. Questions about for instance who will be 
the new owner, should it be only one new owner or several, who is most appropriate and 
willing to take over, how will the child be introduced to and learn the business, how will 
the business be financed, how will siblings be compensated, how will the new owner be 
compensated for the risk (Linder, 2005).  

1.4.2   Succession outside the family 
If it is not possible for the children to take over the business or if it will be closed down, 
the alternative is to sell to employees, external buyers, or a stock market notation. External 
buyers are devided into financial and industrial buyers. The reasons of selling external are 
among others that the company owner does not know anybody that is able to, willing to, 
and appropriate to run the business further in a way that the owner wishes (Grant Thorn-
ton, 1998). Another reason brought forward by Melin and Nordqvist (2000, in Gandemo, 
2000) is that the owner wants the accumulated capital, built up during the company´s de-
velopment and growth, made available. 
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2 Frame of reference 
Relevant theories regarding family business and succession of family business will be pre-
sented in this chapter. The succession process is described, models are presented, and fi-
nally a summary of the most important criterias is presented, which also leads to the inter-
view questions.   

To conduct this thesis, information has been gathered from various sources. Course litera-
ture, scientific articles from journals, and more specific books have been used in order to 
develop a deeper understanding within the subject. The library at Jönköping University, as 
well as its databases, has been used to collect the theoretical materials. The dominating 
words used when searching for information in the databases available at the library were 
ownershift, leadershift, succession, successful succession, and family business.  

2.1 Succession process 
The succession process is the process from early planning to when the succession is done, 
important knowledge is transferred to stay within the company, and the former C.E.O 
leaves the company. It is often a complicated process since the company usually has be-
come a part of the owner´s identity, which due to emotional feelings makes it more diffi-
cult to relinquish control (Cohn, 1992; Linder, 2005). 

2.1.1   Long-term planning 
Succession planning is according to Aronoff & Ward (1992) a lifelong process, which can 
be done in five to fifteen years. Discussions and research often focus on only the economi-
cal and juridicial aspects, which reflect the technical and formal parts of the succession. 
Since emotions, values, and knowledge are parts not predictable, countable, or have a natu-
ral end, this leads to that these aspects can continue during a very long time, often a lot 
more than two to three years. This is since there is no simple, general solutions of how to 
conduct ownershifts. By this it is meant that considerations and discussions begins a long 
time before the formal succession of the ownership, and the realization of the ownershift 
continue a long time after the formal succession (Melin, Brundin, Haag, Hall, Nordqvist, & 
Wigren, 2007).  

External advisor 

Since there are many issues to be handled, it is wise to contact an advisor at an early stage, 
unless the needed knowledge is in the company. This is due to that the knowledge pos-
sessed by the advisor brings up important aspects that need to be considered (Johansson & 
Lewin,1992). As a result of that knowledge and confidence are central aspects in the suc-
cession process, the company owners foremost turn to a person where a relation already 
exist. This is since the company owners often are not aware of existing competence, as well 
as who to turn to (Nutek, 2004).  

Emotional difficulties 

The willingness to plan the succession is often low. This can be explained by emotional dif-
ficulties. In a research study, 37% of 1 850 business managers think it is so rewarding to be 
the C.E.O, that they do not want to leave their position (Ydstedt, 2005). The preparation 
brings the owner face-to-face with identity questions like for example: “What will I be 
without the business?”, “I can not afford to retire.”, “I have no successor.”, “This business 
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would be nothing without me!”, and “My marriage might fail if I retire.”(Aronoff & Ward, 
1992; Aronoff, 2003).  

Other explanations described by Aronoff and Ward (1997) are that many entrepreneurs 
hate formal planning. This is because they have built successful business without it, they 
live in the present, and they are convinced that uncertainty makes it impossible to predict 
and plan the future. Therefore they do not see the importance of a long term plan, which 
can explain why the willingness to plan the succession is low.  Aronoff and Ward (1997) 
claims that the process of planning is more important than the plan itself. This is because 
the process of planning forces managers and owners to keep their fingers on the pulse of 
their family, business, industry and the world. 

Retirement preparation 

In order to do a successful succession it is vital to find out what will happen to the business 
and who will run the business when will the present owner leaves. Also, what future plans 
has the present owner; when is it time to leave, what to do after the retirement, how is fi-
nancial issues solved; is there a pension fund, and are there plans for the retirement (Jo-
hansson & Lewin,1992).  

Financial account of the company  

To obtain a correct value of the company, subjects like its historical, present and future fi-
nancial status need to be well documented. Further, it is central with a good company 
structure and that business deals are written (Ydstedt, 2005). 

Knowledge transferring 

A complicating factor of the succession is foremost dealing with how to transfer the tacit 
knowledge that the company owner hold. This is due to close relationships with clients, 
customers, suppliers, competitors and other important business relationships that help the 
business to be competitive (Nutek, 2004; Ydstedt, 2005).  

It might be a competitive advantage if the new manager is within the family, since this per-
son in that case already is familiar with the business culture and the ideas of how to run the 
company. Another advantage can be if the former manager will stay in the company long 
enough, the knowledge can easier be transferred. The challenge is to find a good coopera-
tion between former and present managing director, where the former manager can pro-
vide helpful assistance and support without being in charge (Nutek, 2004; Ydstedt, 2005).  

2.1.2   New roles after the succession 
The final step in the letting go process is a complex transition process where the senior 
owner is finally stepping down from leadership of the family business, by handing over the 
baton to the successor. This step is also vital because two generations being in charge at the 
same time most certain leads to confusion roles, since it is difficult for everybody involved 
to know who is really in charge (Lea, 1991). For example if the new C.E.O is trying to im-
plement new ideas while the senior owner is still giving orders of how to run the businesss, 
some employees and family members would remain loyal to the former C.E.O and others 
would be loyal to the new C.E.O. 

In order to avoid confucian roles it is therefore important that the former C.E.O relinquish 
the control in favour to the new C.E.O. According to Ydstedt (2005) it is good if the senior 
C.E.O works as a mentor, during a period of time, by giving support and assistance, but 
not interfere in how the business is runned on daily basis. Johansson and Falk (1998) sees 
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the importance of the ancestor to support the successor in difficult situations where the 
ancestors knowledge is deeper and very valuable.  

2.1.3   Models  
There are several normative models of how to conduct a family business succession. Since 
many of them reminds of each other, only three models are presented below. As can be 
seen, the part of how to in practice relinquish control is only described on the surface. This 
can be since every succession is unique, and therefore it is not possible to set specific tools 
on this part. All three models come from normative studies, and show how a succession 
should be done, in order to be successful.  

Model A describes the succession process when the buyer is external. By this model it is 
easy to follow the different steps in the process. Further this model includes both the seller 
and the buyer perspective, which makes it more useful. 

Model B describes the succession process when the company is forwarded within the 
family. This model brings forward important aspects that need to be considered. For 
example this model focus on not only the company and the succession process, as model 
A, but also on the time before and after the formal succession.  

The third model describes the steps of how the successor becomes successful, and can be 
seen as a complement to both model A and B.  

I believe model B plus model C to be the most important and useful models in all 
succession processes, also when the buyer is external. This is since these two models have a 
comprehensive view which is necessary, since these parts should not be separated. 

 

Model A:  

1. Businessman 

• Wants to sell the company 

• Wants to buy-out a business partner 

• Wants to buy a company 

2. Contact different interested parties 

• Auditor 

• Bank 

• Other businessmen 

• Valuer 

• Lawyer 

• Family members 

3. A. Discussion with buyer 3.  B. Contact with valuer 
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4. Negotiation process 

5. Contract 

6. Succession 

Figure 2-1 Succession process – external buyer (Hult, 1998) 

 

Model B:  

1. Preparation of foundation for succession: 

• Estate, strategic- and family mission plans 

2. Lay a specific succession plan 

• Includes process for choosing potential successor 

3. Choose successor 

4. Transfer leader- and ownership in small steps 

5. Prepare and secure retirement and activities for founder 

Figure 2-2 Succession process – within the family (Aronoff & Ward, 1992) 

 

Model C: 

1. Obtain acceptance  

2. Earns credibility  

3. Achieves legitimacy  

4. Becomes Successful Successor 

 Figure 2-3 Succession in the family firm (Barach et al., 1998) 

 

2.1.4   Board of directors in relation to succession 
In order to obtain continuity and objectivity during a succession process, the board can be 
seen as the most valuable resource (Ward, 1991 reproduced in Fischetti, 2001). The 
purpose of the board is to assist management in leading the business effectively and in 
accordance with the overarching goals of the owners. In a family business it is 
recommended with two or three family representatives, in order to optimize a good 
working board. Still, it is vital that the members of the board are selected due to their 
qualifications and ability of adding value, and not kinship (Gersick, Davis, Hampton & 
Lansberg, 1997).  

According to descriptive research from the Harvard Business School, where C.E.Os were 
asked to rate their board on perceived value, the board was perceived more valuable, the 
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less family-dominated it was. An outside director should be a person with no present or 
former relationship to family members, owners, employees or as advisors of the company, 
in order to provide the most help. Only one outsider imply that outside perspectives have 
low value, while two outsiders provide a crucial demarcation. Two or more outside 
directors create a critical mass, which used wisely by the C.E.O, can be an important 
resource providing objectivity. Hence, it is central to choose outsiders carefully, since those 
otherwise can be detriment to a board. A final point is that keeping outsiders off the board 
possibly will serve the owner´s personal purposes, but probably at the cost of the busi-
ness´s survival (Cohn, 1992). 

2.1.5   Family business culture in relation to succession 
Family business culture is known to be one of the most outstanding characteristics, 
according to Gandemo (2000). He claims that it might be more dynamic and flexible in 
some companies, while in others it is more conservative and tradition-bound. Melin and 
Nordqvist (2000, reproduced in Gandemo, 2000) compare to Gandemo instead emphasize 
the values and norms of the company´s founder, to create the basis of the development of 
the business culture.  

Schein (1985) sees the culture as how a group of members shares a pattern of fundamental 
assumptions taken for granted, that culture is built on learning, and that this culture will 
only be valid as long as its members sees it as the only correct way of how to perceive, 
think and feel about reality. Further it is vital that new members of the group accept and 
share these values (Jacobsen & Thorsvik, 2002). 

Family businesses are often regarded to as the seedbed for social entrepreneurship, due to 
their ability to foster a business culture characterised by a sense of loyalty, long-term 
commitment and pride in the family business tradition (Wheelock, 1991; Ram & Holliday, 
1993a, 1993b; Fletcher, 1997). According to Poutziouris (2002) the culture of a family 
business can create high ethical standards, positive commercial values, and a sense of 
responsibility which possibly will support the transfer of entrepreneurial skills to the 
following generations.  

The goals and strategy of a family business is often decided by the dominating owner.  This 
personal intention will therefore affect the company´s development, but also how the 
ownershift is managed. When shifting the ownership of the family business, conflicts often 
arise. This can be explained by the differences between the two systems, namely the family 
system and the business system. The family system is foremost built upon emotions, while 
the business system is based on rationality. Since these two systems are pretty much 
opposite each other, this naturally leads to problems, and the more overlap – the more 
problems (Johansson & Lewin, 1992). This is due to that the same individuals have to 
fulfill obligations in both circles. The model below simplifies the understanding of the 
conflicts in the systems.  

 9



 Frame of reference 

Family system 

Based on emotions      

Concern       Conflict 

                   Realize or leave 

        Reward performance 

                   Based on duties 

        Based on rationality 

    Business system 

Sense of community 

Lifetime-membership 

 

Figure 2-4 Family system and business system (Johansson & Lewin, 1992) 

 

 

2.1.6   Family business as a three-circle system 
Tagiuri and Davis (1982) elaborated the two-system model, by adding the third circle, own-
ership. They claim that a distinction between owners and leaders is needed in the business 
circle. This is due to that some owners are not taking an active part in the operation of the 
business, while others are managers but not owners. From this it can be understood that 
problems that arise in family business is rather due to this distinction, than to differences 
between the family and the business as a whole. 

From this view Gersick, Davis, Hampton & Lansberg (1997) developed the three-circle 
model, see figure below, in order to increase the understanding of the dynamics of family 
firms. By this independent but overlapping systems within the model, see figure below, 
which includes family, ownership and business, it is easier to understand the dynamics in a 
family business.  

The model consists of seven sectors in which any people in a family business will be found. 
For example in the outside sectors, number 1, 2 and 3, contain people with only one con-
nection to the company. People with two connections is number 4, 5 and 6. Number 7, 
contains owners belonging to the family, and working in the company. 
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 Frame of reference 

 

Figure 2-5 The Three-Circle Model of Family Business (Gersick et al., 1997) 

By this model it is easier to understand the source of interpersonal conflicts, role dilemmas, 
priorities, and boundaries in family businesses. For example, if each participant´s position 
in the model is considered, family struggles over succession planning become understand-
able in a new way (Gersick et al., 1997).  
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3 Method 
This chapter presents the method chosen, its motive and an evaluation of the method. A 
description of how the study is carried out, the selection of cases, how data is collected and 
treated, is also included. 

3.1 Research approach 
A quantitative approach was used in our earlier thesis: Ownership succession in family 
business (Olsson & Staf, 2006). This did not give a deeper understanding of why many 
company owners do not have a long term planning, concerning the becoming ownershift in 
their family business. Since the problem is likely to involve many interacting factors, not yet 
identified, the quantitative method could not give this deeper understanding. Here, I have 
chosen a qualitative method, because a deeper understanding is wanted, which can not be 
explained by only using statistical analysis (Patel & Davidson, 2003). 

3.2 Qualitative method 
The purpose is to explore thoroughly how successful successions of family businesses are  
carried out in practice. A qualitative approach is used to get a deeper understanding of the 
problem and to be able to fulfil the purpose, and hence better explain how successions are 
done in practice. The interviews do not follow a standardized questionnaire, for the reason 
that the researcher wants the respondents’ answers to lead the interview, with the intention 
of receiving the respondents own opinion, to develop an understanding for the real situa-
tion (Holme & Solvang, 1997; Seymour, 1992). This interview form is called a semi-
structured form, since it opens up for a discussion run parallelled to a structure predeter-
mined (Jacobsen, 1993). 

It is important to formulate questions and use a language in a way that is adjusted to the 
situation and the respondents. During a personal interview it is possible to explain and de-
velop questions, which can lead to a deeper and better understanding (Seymour, 1992). 
With the intention of receiving as much important knowledge as possible, the researcher 
has put a lot of effort in the preparation of the interviews. For example by trying to formu-
late as open questions as possible, which treat underlying questions.  

Moreover it is possible to observe the respondents behaviour – the non-verbal communi-
cation. By using this method the researcher can make several observations that can lead to 
a more complete picture, to build the total connection (Seymour, 1992). Disadvantages 
with this method can be that it is more difficult to draw general conclusions from the re-
sult. This is since interviews often are carried out only with a few respondents, and their 
answers might differ so much from one another, that general conclusions therefore are 
hard to draw (Holme & Solvang, 1997). In order to avoid this risk and to be able to draw 
general conclusions, theories have been tested and critically examined in the light of two 
cases.  
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3.3 Method for data collection 

3.3.1   Interviews 
Personal interviews have been carried out with several persons, since the process can be 
understood differently from different perspectives. At the ex-family business, Case A, one 
interview with the former C.E.O, and one with the present C.E.O have been carried out. 
At Case B, still a family business, the former and the present C.E.O were interviewed. 
These interviews were done in order to bring forward a deeper understanding of the proc-
ess and the aspects that are seen as important by the C.E.O. Complementing interviews 
were done with representatives from two firms that provide audit-related services and one 
bank, to find out their general view of how and which aspects are seen as important when a 
succession is done.  

At Case A, a friend of mine works, which might have affected how I have understood the 
respondents and their answers. Still my opinion is that this have not affected the result, 
since I before the interviews did not know more about Case A, than Case B, and that I 
have no personal relation to any of the respondents. It would have been interesting with in-
terviews also from other perspectives, to find out if the result would have been different, 
but due to lack of time this was not done.  

3.3.2   Trustworthiness of the method 
The researcher contacted the respondents by phone, in order to check if they would like to 
participate as respondents in the thesis. All the respondents were positive, so a meeting 
with every respondent was set, except with one respondent where the interview was done 
by telephone. About one week before the meetings, the interview guides were sent out to 
the respondents. This way the respondents could be better prepared and give more well 
thought out answers.  

During the personal interviews the researcher collected data by taking notes, using a tape 
recorder, and observing the respondents behaviour. This way the researcher could be more 
flexible with the questions, and adjust them better to the situation, in order to make the 
meeting feel like an informal conversation. In order to avoid potential misunderstandings, a 
summary of the interviews were sent back to each responder giving them the opportunity 
to comment the material. There were only a few minor comments and changes done in the 
material in order to clarify the answers. 

The length of the interviews were from 30 minutes up to two hours. The respondents in 
the cases wanted to be anonymous, which I believe even could be a strength due to the fo-
cus of the process and not the companies. This is because it might be easier for the re-
spondent to give more honest answers, than if he/she would have been identified.  
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4 Empirical findings 
The empirical findings concists of summaries of interviews from one production firm, one 
grocery firm, one bank, and two audit firms.  

4.1 Case A  

4.1.1   Background 
This company was established in 1978 by the former owner who also was the C.E.O until 
year 2005, when he was 52 years old and the company was sold to external owners. In the 
beginning the distributor firm sold non-original spare parts and accessories for lawn mow-
ers and mopeds in the south of Sweden. During the years this has developed to a full ser-
vice wholesaler to the specialised trade. In order to become more competitive two compa-
nies, that complement the business, have been bought. One was bought in 1999, and the 
other in 2001/2002. In 2005 the company group had about 70 employees and the turnover 
was above 200 million Swedish Krona. The former C.E.O has an economical college 
graduate education. His former experience is as an employee from a related business. The 
owner of that firm has inspired him to the start-up of his own business. He has let com-
mon sense run the business during the years.  

The former C.E.O and his wife, who also worked in the company, owned 50 per cent each. 
Their two children have also worked in the company. A long time ago the former C.E.O 
decided to sell the company external. The possible options could have been that one of the 
children, which he saw had the potential, had taken over the business. But if so, he believes 
he could never had let go of the company, since he would feel responsible to assist if 
needed. Further he believes that if the firm was taken over by one child, the other must be 
compensated. Due to the difficulties of how to compensate, he would rather sell the com-
pany external. His wish was to find a new owner who wanted to continue the business, as 
well as he wanted to cash out the capital that had been built up within the company during 
the years.  

The new C.E.O is that he has a degree in Master of Business Administration from the Uni-
versity of Lund, he is over 45 years old, has a wife and two children. Earlier he has worked 
as a project leader and consultant to distribution firms. Even though he has not had any 
connection before to this company, or worked there earlier, he has had most of the posi-
tions that can be seen in this company. This he thinks is an advantage, since he thinks he 
therefore has a better knowledge and understanding of problems that might arise.  

4.1.2   Planning 
Fifteen years ago the former C.E.O had begun his thoughts about to let go of the company 
in about 15 years. He was already clear about to sell external, but if there would have been 
trouble in finding a suitable new owner in time, he also had thoughts about hiring a C.E.O 
until the company was sold. This was because his goal was to not be an operative leader af-
ter aged of 55 years. He had also planned his retirement from the firm, including both new 
interests and financially.  

During the years he had been criticised concerning that he should delegate responsibility in 
order to make the company more attractive and competitive, both internal for employees 
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and external for suppliers and others, but also to not make himself irreplaceable. He has 
taken advantage of this criticism for example by delegating the economy function and other 
operative matters. Still he chose to keep the leadership intact. Judging by the result of the 
succession, the former owner managed to make himself replaceable, since he had success-
fully transferred his knowledge to others within the company. 

By the experience of when the two companies were bought to complement the business, 
he had obtained a very good relationship with his lawyer, who was involved in these affairs 
due to his knowledge in buying/selling companies. As a result of these affairs he had no 
thoughts about contacting other persons but his lawyer, in order to help him find a suitable 
buyer for the company group. The lawyer was contacted at an early stage, already ten years 
before the business was sold. 

4.1.3   Succession 
The present C.E.O who also is the majority owner, had been looking for a healthy and ma-
ture company, with low market risk and low technological risk, during a period of about 
one year. The fact that it was a family business was of no significance to him. An acquaint-
ance of him that knew the lawyer for the selling firm, had heard about this business being 
for sale, and so the affair started. First the former C.E.O and his lawyer, and new C.E.O 
met to discuss and negotiate about the main outlines of the business. When an agreement 
was reached, the former C.E.O´s lawyer wrote the business contract and thereafter they all 
met again. This time the new C.E.O brought his lawyer and his companion, who also is his 
financier, and the contract was signed. The time from their first meeting until when the 
contract was signed was only nearly three months. Reasons for why it did not take a longer 
time, according to the people involved, were their earlier experience of businesses-deals, as 
well as that they wanted a win-win situation, which meant that it was natural for them to 
give and take, in order to reach an agreement. An open communication, honesty and a 
rapid business-deal process were matters seen as very important. Earlier there had been 
other interested in buying the business, but since the buyer and seller had not reached an 
agreement, the affair was turned down. Still, important company facts that earlier had been 
brought forward was used, which probably led to a faster decision in the actual affair. 

The biggest problem that arose was troubles with the bank which just a few days before the 
day of the entrance, and also during the entrance, set up new conditions for the affair. 
These new conditions could have undermined the business totally, but even here an agree-
ment was reached, and the business was completed. Financial transactions will be finished 
at latest in 2011/2012, when the new owners have to buy out the former owners remaining 
shares of the company.  

4.1.4   Knowledge transferring 
The thought was to keep the old C.E.O in the company for two years in order to transfer 
important knowledge from him to the new C.E.O. However, the old C.E.O stayed for only 
six months. According to both former and present C.E.O this was because their roles be-
came confusing for the employees, since only the old C.E.O was still seen as the boss, 
which made it difficult for the new C.E.O to enter the company as the new leader. Also, 
the leaders different ways of thinking made it complicated to run the business. For example 
when one of them had made a decision, the other wanted to change it. Therefore, they 
both saw it necessary that the old C.E.O should step back, and not be involved in the daily 
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business. Instead the new role of the former C.E.O was to assist the new C.E.O with ad-
vices concerning the business, but only on the request of the new C.E.O. 

4.1.5   Advice 
Both the former and the present C.E.O think it is important that the company is healthy 
and in a good condition, that it has a good company structure and is generating profit. A 
company should not be “dressed-up” for the sale. If so the rate of satisfaction would not 
be as positive after the deal, as it would have been if the involved parts would have put 
emphasis on a win-win situation. Moreover, they value a rapid business deal with regular 
contact leading to a signed contract; they believe that the negotiating process should be a 
give and take process under a short period of time, where all “corpse” are brought forward 
and discussed, so that there will be no unpleasant surprises for the new owner.  

The seller thinks it is vital to begin the planning a long time in advance. This concerns the 
future plans of the company; should the company stay within the family or not, plans for 
the retirement from the company, as well as the financial support. 

The buyer believes that the process from the first contact to a signed contract should be 
finished in a short period of time, with an early deadline, otherwise both buyer and seller 
start to reconsider whether the business deal is good or bad. Further he stretches the im-
portance of that when the seller has a well-managed and well-established business, and the 
buyer has the right knowledge to carry on the business, the business process has the best 
assumptions of leading to a successful succession. After his experience in this handover 
from the seller to the buyer, the buyer would have ideally done it in stages: 

·       first working parallel with the seller for only a short time, possibly a couple of weeks 
to be introduced to all staff 

·       he would then have taken over officially, and the seller left officially, but he would 
have scheduled meetings after office hours with the seller every day for a month 

·       and then having scheduled meetings once a week for three more months  
·         and after that meeting as needed  

This was partially the formula followed, but they worked parallel for about six months. 
They did so because they thought it was the right way towards staff, the customers and the 
bank, and also because they thought it was a good way to learn the business. The buyer 
thinks that probably compared to many other handovers, this one worked quite well. In 
any case, no formula is perfect. 

4.2 Case B 

4.2.1   Background 
In 1979 this company within the furnishing industry was founded by four owners, whereof 
three of them were relatives. The company produced its own furniture towards the home 
market until 1995, when also the contract market was included. The former C.E.O, born in 
the 1940´s, took over the business in 1992 by a buy-out of the other owners. He has a wife 
and two children, who all are working in the company today.  
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In 2004 the present C.E.O, who also is the owner’s son, was appointed. The other son did 
not want, nor had the competence to become the new C.E.O, but is satisfied with his em-
ployment in the business. In 2005 the company had a turnover of 29 million Swedish 
Krona, and 28 employees. Now the company is owned by 60 per cent of the father and 20 
per cent of each child. In the future the thought is that the two children will own equal 
shares of the company.  

The former C.E.O did not take a succession of the business within the family for granted. 
This is since he believes it is important that if the children want to take over, they have to 
show interest in the firm, willingness and ability of running it. Further, their choice should 
be their own, and on their own initiative. Also important is that the father would not have 
let his children take over the firm, unless he would have believed in their competence, as 
well as he knew that the company was a well-managed and well-established business with a 
good company structure and economy.  

The father has a technical college graduate education. His former experience is within the 
production area when working in a related business before starting this business. If none of 
his sons would have shown interest in the firm, he would have sold it external when he had 
felt it was time. Also, he has other interests outside the company, which he now is spend-
ing much more time on. Moreover he had planned his retirement financially by saving 
money in pension funds and by dividend from the company. 

The present C.E.O has a Bachelor of Business Administration, he is 35 years old, has a 
wife and one child. He has worked full-time within the firm for eight years, and during 2,5 
years he has also been working for two other producing companies, where his responsibili-
ties were within purchasing and production, before he became the C.E.O. 

4.2.2   Planning 
The planning of the succession began in 1998, on the initiative of the present C.E.O, and 
was finished six years later when the former C.E.O left his post. The present C.E.O did not 
only want to become the new leader, but also wanted his brother to join the business. His 
brother agreed on working in the business, but did not want an operational responsibility. 
Within the family there had never been an absolute fairness. For example if one child got 
something, the other might get nothing at that time, but at another time it was opposite, 
leading in the long run to equality. The present C.E.O believes this has affected the succes-
sion in a positive direction, since there has never been enviousness between the siblings. In 
the succession process only the company and its board were involved. This was due to that 
one of the board members had the competence of taxation and finance, since he has ex-
perience from working in a bank with these issues.  

Both the father and his son believe that it might be more difficult to take over a business if 
the successor is a relative of the owner. A relative have to work much harder, compared to 
other employees, in order to get accepted.   

4.2.3   Leadership-succession 
The succession process of the leadership was done in small steps, where the successor had 
to earn respect by showing his competence. The former C.E.O let go of his responsibilities 
more and more, so that the successor could grew with the extended responsibility over a 
long period of time. The successor also implemented a new computer system to the com-
pany, which made him achieve legitimacy, since he was the only person in the firm having a 
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good knowledge in this system. Finally, in 2004 he became the new C.E.O. From this time 
he is the one in charge. His father stays in the business as long as it is needed, but they both 
underline that he will not be available in the same way as earlier. This is due to the impor-
tance of giving the present C.E.O the possibility of being the leader, to give the employees 
and customers the correct signals, that the new C.E.O really has to make his own decisions, 
as well as stand up for them. 

4.2.4   Knowledge transferring 
The father is now assisting his son with advices, both when the son asks for it, but also as 
reminding advices if there are issues that the father think his son might have forgotten. 
Both stresses that they have a good and open relationship, and the son knows that his fa-
ther respect him even though he choose to not follow the advices given by the father.  

The son sees his father, who has 40 years of work experience, as a man with great compe-
tence, and appreciates his father’s wisdom very much. Even when they have opposite opin-
ions, they still work well together. This transfer of knowledge has been done through a very 
long time, since the present C.E.O has been working full-time for 6 years before he got his 
present position. 

4.2.5   Advice 
To conduct a successful succession both the father and the son think it is vital that the 
company is in a good condition, and has a good economy. The successor should be intro-
duced to the company in small steps, in order to get to know the firm before having full re-
sponsibility. This way the predecessor as well as the successor, knows better when the suc-
cessor is ready to run the business alone. 

A successor with higher education and/or external work experience, can lead to that the 
successor achieves legitimacy faster. That is if this knowledge is used in a way that creates 
significant contributions, which is seen as vital, to the business.  

When the former C.E.O has been replaced formally, it is very important that this is the also 
done in practice, because otherwise the replacement should not have taken place. It might 
be wisest that the former C.E.O will not be available at the company as before. This way 
confusion will be reduced, regarding employees, customers and others. The offspring must 
be given the opportunity to become the leader, which will probably be very difficult if the 
former C.E.O still has its former position informal.  

To be the C.E.O is a big responsibility, and often a lonely task. Therefore it can be very 
good to have a competent advisory to turn to whenever advises is wanted, or to have 
someone to discuss certain issues with. 

4.3 Bank 
This bank is a universal bank in Sweden, which provides services to all the area within 
banking. I have interviewed the manager at the office in Tranås. The 30 minutes interview 
took place at his office the 20 December in 2006. The goal was to find out the bank’s view 
of how a bank loan is offered, that is what aspects do they find important to consider. Also 
important was to find out what problems might occur, and how reality looks like concern-
ing business succession. 
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4.3.1   Process 
When a customer apply for a loan concerning buying an existing business, it is important 
that the customer is well prepared. This is since the bank evaluate more than a few aspects 
in the affair. The buyer has to provide basic information that can help the bank to make a 
correct decision.  

First of all the bank must have or obtain confidence in the borrower, and the business 
must be believed to be profitable in a long term perspective. Therefore an examination is 
done both concerning the buyer and the selling company. The performance of the selling 
company during the latest years is inspected, including turnover, profitability, liquidity, 
ownership, conditions of the acquirement, pay-back plans, and ability of taking care of the 
obligations. Often the seller wants to sell the shares in the company, while the bank and 
buyer think it is better that the buyer buys the entrails of the company. This is since the en-
trails has a real value to the bank, which means that a loan on this is easier to give approval 
of. 

Important factors about the buyer can be what kind of education, experience and capabili-
ties he/she possesses. If there already exists a good relationship between the bank and the 
borrower, and/or if the selling company today has a business relation with Handelsbanken 
this might have a positive impact. Hence it is common that the buyer turn to his/her own 
bank, where a relation already is built up, for an evaluation of the possibilities.  

Further, the bank has interest in knowing how the process of important knowledge is se-
cured to stay within the company, so it will not be lost when the former owner has left the 
company. Business-deals built upon good relations, without written contracts might be dif-
ficult to transfer to the new owner, which therefore must be considered. 

Then the process continues to the next step, which is about how the finance will be solved. 
Discussions might for example concern if it is required with a bank loan for the whole af-
fair, should the payment be in one step or several, to what size will the buyer invest of 
his/hers own money, what kind of securities are there, are there other investors, and finally 
the rate of interest and the pay-back time is discussed.  

A rule of thumb regarding how to get a realistic picture of the price is done by calculating 
the average profit of the latest five years, multiplied four to seven times. This is due to that 
a common problem is that the seller overvalues the business, something that could easily 
be understood by that the seller knows his business very well. But the buyer probably do 
not know the business that well. So, the bank must try to consider all the elements of the 
business, including what risk the bank is willing to take, before the loan can be approved. 

4.3.2   Advice 
In order to obtain a successful succession, it is vital that the seller is well-prepared. This 
consists of having a healthy, well-managed and profitable company in an orderly manner, 
independent if the buyer comes from within the family or external. If it is an external 
buyer, then it is even more important that there are written contracts with the firm´s cus-
tomer and suppliers. Moreover, the seller should have prepared the retirement from the 
business, like for example other interests, to be able to let go of the company. The price 
should be set in relation to the market risks and opportunities. When a suitable buyer is 
found the business should be handled pretty rapid, because insecurity is seen as negative. 
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Otherwise it can lead to situations that will not gain the business. For example the buyer 
perhaps starts to think about whether or not this really is a good business opportunity.  

It is seen as important that the former owner becomes passive. This is because to not un-
dermine the possibilities for the new owner to, in a short time of period, become the new 
business leader, meaning implementing his/her ways of thinking and running the company. 
Though during some time it can be an advantage if the former owner will become a men-
tor to the new leader, giving him/her advices based on experience.  

4.4 Audit firm A 
In Tranås, I have interviewed a representative of a firm that provides professional audit-
related services. He has experience concerning successions of family businesses to the next 
generation within the family. The interview took 60 minutes, and was done by telephone 
on the 4 December in 2006. The goal was to find out their view of how a succession is 
done in practice, and what aspects they find important to consider. 

4.4.1   Process and advice 
The respondent describes the process of how three businesses is handled from one genera-
tion to the next within the family. One business sells clothes in a store to the end customer, 
the second is a haulage contractor, and the third is a farming industry. The two first busi-
nesses have carried through their successions, from owners to sons. The third has selected 
the new owner, but is waiting with the succession. The respondent says that he believes 
that a successful succession can with advantage be done as described below, even though 
there are other solutions as well. 

The aspects the respondent sees as most important in order to carry out a successful suc-
cession concerns long term planning, slow change, and that responsibility is taken over 
gradually. The successor’s own willingness to take over the family business, as well as 
his/her abilities is vital. Higher education is not seen as crucial due to that the knowledge 
needed is learnt from the former generation. 

To grow into the role as the new C.E.O is seen as necessary. Therefore it is not given that 
the successor has the power in practice. Instead it is common that the successor is the new 
C.E.O on paper, but the role belongs to the parents in practice, as long as they are involved 
in the business. This is seen as an advantage that will benefit the company. The reasons 
brought up are above all that the successor has to grow into the new role, which will be 
done by learning the knowledge that the parents possess. This process might take several 
years. Also, it is vital that there exist a good relation between them, and that the successor 
is conscious of that he/she will become the C.E.O in practice in the future. Another reason 
is that customers, suppliers and others are already aware of that the son/daughter will run 
the business further.  

Further, siblings must be compensated. This is often done by a valuation of the assets of 
the company. Possible threats and opportunities, as well as the contribution to the com-
pany by the successor must also be taken into consideration, before siblings are compen-
sated. 

 20



 Empirical findings 

4.5 Audit firm B 
In Jönköping, I have interviewed a representative of a firm that provides professional au-
dit-related services. The interview, which lasted for one hour, took place at their office on 
the 24th of January 2007. The interview was done in order to find out their view, and which 
aspects they consider as most important, concerning succession plans of family businesses.  

4.5.1   Process 
The respondent believe that a succession of a family business is more complicated than 
other businesses, and can not be generalized since the family business often has a close 
connection to the family, because it consists of the three dimensions; Family, Owners, and 
Management. Therefore he sees it necessary to involve the family in the nomination and se-
lection process of any successors. The most common reasons to begin the planning are due 
to the age of the company owner, or that the owner wants to do something else in life.  

“It is possible to manage a succession in six months, even though about two years is pre-
ferred”, says the respondent. Further, he thinks that the earlier the process begins the bet-
ter. This is for the reason that the preparation takes time in order to develop optimal solu-
tions and outcomes. Often the biggest issue is to separate the owner from the company, 
meaning to transfer the owner’s knowledge to stay within the company. Other issues are to 
analyze, prepare, and manage the business succession.  

This is described by the respondent as a process in three steps;  

1. Analysis; description and valuation of the business, as well as pointing out financial 
and tax consequences. 

2. Preparation; performance of actions that increase the value of the company. 
3. Realization; planning and carrying through the transaction of the business to the 

next generation, either within the family or external.  
 
The first step is a preparatory analyze, where the different business options are described 
and analyzed. The financial performance is reviewed by a Strength, Weaknesses, Opportu-
nities and Threats (SWOT) analysis. As a result of the SWOT analysis a valuation of the 
business is done, and financial as well as tax consequences are considered. The valuation is 
based on the performance of the company, which includes former outcome, as well as pre-
dicted outcome. The environment that the company is operating in and the company’s 
competitors are also considered.  

The second step is preparation of business plans, business valuations and information 
memoranda for new investors/financiers. Actions that increase the value of the company 
are undertaken. For example all costs that do not have an obvious connection to the busi-
ness will be removed so that the business will only carry costs that are crucial for the busi-
ness, which means that the firm will show better and more reliable results.  

Furthermore the owner and the business will be separated, which means that the knowl-
edge possessed by the owner will be handed over to stay within the company, in order to 
secure the continuity of the business. This can for instance be done by transferring the 
knowledge to key employees, with the intention that the knowledge will be sustained in the 
firm, and not disappear with the owner. If a new owner is not already found, this will be 
searched for, and when one suitable is found, the last step begins.  
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The last step is the realization of the business transaction. Whether this is done to the next 
generation within the family or an outsider, this step is done quite fast. The time from 
when a suitable new owner is found until the handing over, takes approximately three to 
six months.  This step handle negotiation issues about for instance the price and the day of 
taking possession, before writing and signing the business contract. Another issue dis-
cussed is what role the ancestor will be given. The ancestor can work as a mentor, by giving 
advices based on his/her experience, to the successor. This is valuable since it can reduce 
risk and hence benefit the success of the company. 

4.5.2   Advices 
The respondent believes that if a clear business strategy, including goals of the ownership, 
would be set in a company, then this owner will probably be better prepared when a suc-
cession of the business will take place. Moreover it is important to revise this strategy as 
time goes by, due to changes that affect the business.  

Additionally, the respondent considers it vital that the ancestor must leave his/her post, 
preferable also leave the company, in order to make it easier for the successor to take over 
the business. Although during a short period of time the forerunner can stay in the com-
pany, working as the deputy managing director, with the aim of supporting the successor. 
After that the ancestor can in favour work as a mentor to the successor, by giving advices. 

4.6 Summary 
The most important reason that explains how the successions of the two cases became 
successful could be seen as that the ancestors began the succession planning a long time 
before the formal succession. Both the ancestors had prepared themselves to letting go of 
their companies, by making themselves replaceable, and also by having planned their re-
tirement.  

The auditors view differed to each other. One believed that the ancestor had to leave the 
company once the succession was done, while the other believed it to be positive that the 
ancestor stayed. According to literature, research and all my respondents except audit firm 
A, stresses the importance of that the former owner leaves the company, in favour to the 
successor to be able to run the business. So, as I see it, the answers of audit firm A should 
be seen as exceptions of how to manage a succession, since the succession is not complete 
until the ancestor leaves the company. This might work during some time, but sooner or 
later the ancestor has to letting go of the company.  

Further, this shows the power of the auditor as an advisor. Due to the auditors´ knowledge 
and experience of company successions, and the company owners´ confidence in the audi-
tor might affect the outcome a lot concerning how the succession is done.   
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5 Analysis 
Here the results from the empirical findings are analysed and related to the frame of refer-
ence. Also, the reader will be given some explanations.  

5.1 Succession process 
The succession process begins with the early planning, and ends when the former owner 
has relinquished the control of the business, and left the company (Cohn, 1992; Linder, 
2005). In case A the thoughts about selling the business external started fifteen years before 
the succession was actually made. In case B this early planning began six years before the 
succession, even though it by that time was not decided that the sons would take over the 
business. According to Aronoff & Ward (1992) succession planning is a lifelong process, 
which can be done in five to fifteen years. The economical and juridicial aspects can be 
handled in a shorter period of time, since they reflect the technical and formal parts. The 
parts that take a lot more time are the parts that are not predictable, countable, or have a 
natural end. Examples of these parts are emotions, knowledge, and values (Melin et al., 
2007). 

The results from the bank and the audit firms shows that the succession process takes time. 
It is claimed that from the time when a contact is made, until the succession process is fin-
ished, takes at least six months to manage, but about two years is preferred. How much 
time that is needed depends on the preparation level of the seller and buyer. When a com-
pany is healthy, meaning that it is in a good condition, and with all paper work in an orderly 
manner,  it is probably easier to find a potential buyer.  

Independent of if a successor is found or not, the business needs to be analysed. This ana-
lyse includes a description and valuation of the business, and financial and tax conse-
quences. Further the business needs to be prepared, meaning the performance of actions 
that increase the value of the company. This could for instance be to secure that the 
knowledge stays within the company even though when the ancestor has left. The final 
point would then be to realize the plan, and carrying through the transaction of the busi-
ness to the successor. 

Both case companies have let the succession process take time, since it was considered im-
portant to hand over healthy companies, as well as to hand over the paperwork in an or-
derly manner. Further it was seen as vital that the successors would be well prepared, so 
that the firms would be able to continue its business without to much trouble.   

5.2 Knowledge transferring 
How to transfer knowledge from one generation to the next is often a complicated task. 
On the one hand the older generation wants to run the business in one way, while the next 
generation perhaps wants to implement new ideas, and/or ways of running the business. 
This naturally often leads to conflicts, that might damage the business, due to that not only 
the leaders, but also employees and others involved in the business will be affected. In or-
der to avoid confusion roles, it is necessary to find a solution of how this transferring 
should be done.  

During a short period of time the two generations could perhaps work together. Another 
solution would be that the ancestor leaves the company, but will still work as a mentor to 
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the successor. Of great importance is to state that the mentor takes his/her mentorship se-
riously by only giving advises asked for by the successor, and not interfere in how the daily 
business is runned.  

Often it is also difficult to be more than one leader in a company, if the leaders want to run 
the business differently. The biggest issue is about how to handle that important knowledge 
is transferred from one generation to the next. In case A almost all the knowledge was 
transferred from the former C.E.O to employees within the company. This lead to that the 
new C.E.O could enter the company, knowing most of the knowledge was already trans-
ferred. This way he was able to get to know the company without to much burden. To se-
cure that as little knowledge as possible would be missed, the former and the new C.E.O 
had agreed upon that the former would stay for two years. As time went by, it became ob-
vious that there could only be one leader, so the former had to step down after only six 
months. When the former owner had left the company and was only giving the new leader 
support and advices, this lead to that the business was easier to run, since employees and 
others involved in the business now knew who was in charge. 
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6 Conclusion 
This chapter begins with the conclusion. Further follows reflections on whether the pur-
pose of this thesis have been fulfilled, and then advices. In the end of this chapter sugges-
tions for further research is presented. 

The purpose of this thesis is to contribute to the debate concerning the need of long-term 
preparation before transitions of family businesses are done. This was done by comparing 
the characteristics of two successful succession processes. It has also taken into account the 
kind of advises that comes from interviews with representatives of one bank and two audit 
firms. 

In the ongoing debate the importance of long-term preparation, in order to conduct a suc-
cessful succession, is presented as a very important aspect. A successful succession is said 
to take several years. Since the preparation level of a succession often is low, it then gets 
quite obvious that many businesses risk to fail in their successions.  

To me it seems like that there could be other aspects not of less importance, than the as-
pect long-term preparation. This is also shown in the analysis of this thesis. Hence, I con-
clude that a view that takes into account all aspects is needed. Since the aspect long-term 
preparation interacts with the other aspects, this leads to that it is not correct to claim that 
a successful succession only depends on when the planning and preparation starts. Rather I 
would like to conclude that an interaction between the different aspects is needed. From 
the answers of the interviews, the importance of communication, knowledge, and confi-
dence was pointed out as vital parts of the succession process.  

In family business literature it looks like that it is very important to prepare the next gen-
eration a long time before the succession is done. For example by introducing and involv-
ing the next generation at an early stage. In case A it looks like it is as much important to 
prepare the organisation. This can be done by transferring important knowledge to stay 
within the company, so that the ancestor can be replaced. In case B it seems like to create 
an own platform for the successor is more important. By this I mean that the successor 
must undertake several steps, from obtaining acceptance to earn credibility, and to achieve 
legitimacy in order to become a successful successor.  

As a final conclusion I would like to conclude that the importance of long-term prepara-
tion level depends for a businessman on the own experience, knowledge, connections and 
confidence in and with people that possess the knowledge needed, in order to conduct a 
successful succession. 

6.1 Reflections 
Based on my conclusion, I am convinced that a contribution is made to the debate con-
cerning the need of long-term preparation before transitions of family businesses are done. 
This contribution would be that when a business undertakes a succession, the aspect of 
long-term preparation is not more important than other aspects, since all aspects are inter-
acting to each other.  

Long-term planning is for the ancestor to prepare the organisation so excellent that an suc-
cession would not affect the company´s performance negatively. For the successor long-
term planning is about to possess the needed knowledge, and experience that is required in 
order to be able to carry on the business successfully.   
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6.2 Advice 
Several advices have been given of how a successful succession should be done. Primarily it 
concerns matters like the importance of having a clear business strategy that includes goals 
of the ownership. It is seen as vital to have a strategy in order to clearly state the business 
goals, even though this strategy could be revised at any time. To have a realistic view is pre-
ferred, as well as a long-term plan. 

To have outside board members is seen by the respondents, as well as in literature, and re-
search as a tool of great importance, since it is probably easier for them to stay objective 
when decisions that affect the company are made. For instance when it comes to make a 
choice of a new leader, due to a succession. 

Further, literature, research and the respondents shows that it is vital to be well prepared, 
and to have a business in a good condition, with good economy. Further the successor 
should be introduced in small steps, in order to get to know the company without having 
full responsibility. In order to become a successful successor it is needed to be accepted 
first. Then the new leader must earn credibility, and achieve legitimacy. This could be 
achieved by for instance higher education and/or having worked outside the company.  

Finally, when the former C.E.O has been replaced formally, this should also be in practice. 
Otherwise the replacement should not have taken place, since the roles would be very con-
fusing if it is not clear who is in charge. Further it would undermine the importance of be-
coming the new leader if the position is only on paper. In my empirical findings I have only 
one respondent who claims that the case of handing over the formal power, but not any 
power in practice, is working excellent. Perhaps this should be seen as an exception, since it 
has no support in theory, nor in my other empirical findings. 

6.3 Suggestions for further research 
I would like to suggest other studies that treat the role of the auditor as an advisor in the 
succession process. Further, it would be interesting to find out whether there is a connec-
tion between long-term planning and the view of different roles. 
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Appendix 1: Interview guide  
BACKGROUND 
-The business 
-Your background, including position, responsibilities and ownership 
 
SUCCESSION PLANS 
-External or internal 

SUCCESSION PROCESS STEP BY STEP 
 

REFLECTIONS AFTER THE SUCCESSION 

 
 

1. Can you give a brief description of the business and your role there. 

2. How did the board work in the beginning, compare to now? What has changed, 
and why? How was long-term decisions made? 

3. When did the succession take place? 

4. What would you estimate the time for the process from early planning to the suc-
cession was finished? 

5. Could you estimate how much money the process has cost? 

6. When a new owner was decided, how much more time did it take until the process 
was finished? 

7. How much knowledge did you have beforehand? 

8. Who was involved in the process? 

9. Could you describe the process?  

10. What was the background to the succession? On whose initiative?  

11. Why external/internal buyer? What alternative were there? How was the alternative 
evaluated? 

12. How was the business prepared for the succession? 

13. What parts of the process did you find more difficult? Solution? 

14. How did cooperation with consultants work? (relations, emotions, solutions) 

15. Is fairness between siblings important- how? 

16. Did you already have a plan about what would happen to the company if you were 
not there? 

17. How have you secured and transferred knowledge to stay within the company? 
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18. Which factors do you find most important in order to be able to conduct a success-
ful succession? Have you changed your view frombefore? 

19. How important do you consider long-term planning? Why? 

20. How satisfied are you now, with the succession and the new owner? 

21. What would you have done differently?  

22. How tough was it to relinquish control of the company? Why? 

23. How had you planned your retirement? 
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Appendix 2: Interview guide 
BACKGROUND 
-Your background and position  
 
YOUR VIEW OF THE SUCCESSION PROCESS 
- How it should be done 
- how reality looks like 
 
REFLECTIONS AFTER THE SUCCESSION 
- problem 
- cooperation 
- knowledge  
- satisfaction 

1. Which are the most important reasons to start the planning of the succession?  
 

2. What do you consider to be the biggest challenges? 
 

3. Which are the critical factors to obtain a successful succession? 
 

4. Could you describe a typical case? When is the contact established, and by who? 
 

5. What are the differences between if the company is sold external, compared to in-
ternal within the family? What pros and cons are there? 
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