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ABSTRACT

Family businesses (FBs) are one of the dominant entrepreneurial forces in today’s
global economy. In keeping with their desire to see their business survive and prosper
over the long-term, most FB owners design an exit strategy for themselves that will
eventually transfer ownership and control of the firm to their offspring. A pivotal issue in
successful intergenerational succession is ensuring that the next generation is well-
prepared to assume the leadership/ownership role within the firm. The foundation of this
preparation is the transfer of knowledge from the current owners to the future owners, a
process that is facilitated by strong, functional relationships between the generations.

The issue of FB succession has been addressed extensively in the literature,
although to date, most of the theoretical developments have been derived from research
on male-owned firms. However, increasing numbers of women are pursuing
entrepreneurial interests; female-owned firms now account for close to one-third of all
businesses worldwide. Commensurate with this trend, the mother-to-daughter succession
pattern is becoming more prevalent. Given the uniqueness of mother-daughter versus
father-son (and other family combination) relationships, it stands to reason that the
mother-to-daughter knowledge transfer process follows a different trajectory than in other
forms of FB succession.

Using a qualitative case-based methodology, this paper integrates concepts from
the strategic management, FB/entrepreneurship, and social psychology fields to examine
the knowledge transfer process in nine FBs where a mother-to-daughter succession
strategy was already in place. It identifies four types of relational capital — structural,
cognitive, affective, and reflective — that facilitate this process, thereby contributing to
the success of the transfer of ownership of the FB. The structural element is concerned
with relationships beyond the firm’s boundaries — social, supporting, and inter-firm
networks that FBs are embedded in. Cognition refers to the need to create a shared
understanding between mother and daughter, while reflection focuses on individual
introspection and openness. Finally, the affective element relates to the parties’ emotions
and feelings. Maximum knowledge transfer between mother and daughter will occur
when all four relational elements (or capital) are present and strong.
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INTRODUCTION

Aronoff (1998) has identified the growing involvement of women in family businesses
(FBs) has one of ten “mega-trends” changing the field today. Women now hold majority
ownership (51 percent or more) in one-quarter to one-third of all privately-held firms globally
(National Women’s Business Council, 2005, p. 3). In the U.S., women-headed firms are
increasing at twice the rate of all firms (Center for Women’s Business Research, 2004). Women
are being drawn to business ownership in unprecedented numbers for many of the same reasons
that have attracted men for decades: the pursuit of greater career satisfaction, job security,
autonomy, and wealth creation (Cole, 1997; Nelton, 1998).

They also share an expectation that family members will maintain control of the firm into
the future (Allen & Langowitz, 2003), although there is some evidence suggesting that men and
women follow divergent pathways to achieving this goal. For example, women owners tend to
focus more carefully on succession planning (MassMutual Financial Group & Raymond
Institute, 2003; Harveston, Davis, & Lyden, 1997); are less hierarchical, seek more information,
and are more apt to look to outsiders for input when making succession decisions (Center for
Women’s Business Research, 2004; Buttner, 2001); and are twice as likely as men to envision
transferring the firm to daughters (Hisrich & Fulop, 1997). Harveston et al. (1997) conclude that
male and female FB owners tend to be influenced by different individual, organizational, and
resource issues, hence, they have unique approaches to managing succession in their firms.

A key factor in successful intergenerational succession for any FB is preparing members
of the next generation to assume the leadership role (Ward, 1987). Cultivating their capabilities
and knowledge, including the transfer of knowledge from owner/founder to successor(s)
(Cabrera-Sudrez, De Saa-Pérez, & Garcia-Almeida, 2001), is the foundation of this process — one
which can be fraught with conflicts. Both the strategy (Kogut & Zander, 1992; Grant, 1996;
Schendel, 1996) and the FB (Steier & Reya, 2002; Sirmon & Hitt, 2003) literatures have stressed
the importance of strong, positive interpersonal dynamics in supporting knowledge transfer
between parties. Social psychologists’ examinations of family dynamics indicate that despite
conflicts and complicated emotions, the strength of the mother-daughter bond provides women
with unique tools to manage upsetting interactions, perhaps more adeptly than in any other type
of family relational conflict (Fingerman, 1997). It stands to reason, then, that the mother-to-
daughter knowledge transfer, and ultimate succession, process follows a different trajectory than
in other forms of FB succession.

The vast majority of theoretical developments on intergenerational succession continue to
be derived from research on the male-to-male pattern. Women-focused research has been
limited to an examination of father-to-daughter (Dumas, 1990, 1992, 1998; Curimbaba, 2002;
Barnes, 1988), husband-to-wife (Danes & Olson, 2003; Rowe & Hong, 2000), and mother-to-son
(Kaslow, 1998) succession patterns. Given the rapid increase in women-owned businesses, and
the growing propensity of women to bring their daughters into the FB fold (Nelton, 1998), the
mother-to-daughter pattern appears to warrant closer scrutiny.

Using qualitative case study data from nine women-owned FBs where the daughter had
already been identified as the successor, this paper integrates concepts from the strategic
management, FB, and social psychology literatures to examine the knowledge transfer process in
mother-to-daughter succession. The primary research questions were: What are the relational
factors that influence the transfer of knowledge from mothers to daughters in FBs? and, How do
these factors influence this pattern of knowledge transfer?
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CONCEPTUAL FRAMEWORK
Knowledge as a Valuable Firm Resource

Although knowledge has long been recognized as a potential source of rent for firms
(Penrose, 1959), in recent years strategy scholars have singled it out as the most valuable
strategic asset that a firm can possess (Grant, 1996; Conner & Prahalad, 1996). Grant (1996, p.
109) proposed the “knowledge-based view of the firm” to recognize it as the most important of
all resources in differentiating firm performance. Knowledge has been defined in many ways,
ranging from a social process (Thurow, 1999) to an active construct (Nonaka, 1994). Malecki
(1997) captured the essence of knowledge succinctly when he described it as know-what, know-
how, know-why, and know-who.

Tacit knowledge (Polanyi, 1966) — Malecki’s know-who and know-how — includes
employee talents and skills, managerial systems and routines, values and norms (Leonard-
Barton, 1992), and networks of relationships (Grant, 1996). According to Leonard-Barton
(1995), it accounts for 80 percent of a firm’s valuable knowledge resources. However, the very
properties that create this value for firms — difficult to understand, observe and copy (Grant,
1996) — also render its ease of transfer from one party to another as “sticky” (Szulanski, 1996).
Thus, the creation of meaning occurs in ongoing social interactions grounded in working
practices (Cook & Brown, 1999), where people are able to create a shared mental space and a
common understanding of the business problem (Thurow, 1999).

Cabrera-Sudrez et al. (2001) characterize FBs as particularly rich in intangible (or tacit)
resources, generated through the complex interactions between family members, the family unit,
and the business (Chrisman, Chua, & Steier, 2005). Habbershon (2006, p. 880) refers to the
unique bundle of resources created through these interactions as the “familiness” of the firm.
Familiness must be preserved throughout the succession process if the FB is to survive and
prosper (Cabrera-Sudrez et al., 2001). Because owner/founders possess a substantial stock of
tacit knowledge about the firm (Lee, Lim, & Lim, 2003), the nature of the relationship between
owner and successor is of paramount importance in this process.

Transferring Knowledge to Successors: The Importance of Relationships

It has become accepted wisdom within the FB field that succession is a dynamic process,
rather than a static event, that spans many years (Le Breton Miller, Miller, & Steier, 2004;
Sharma, Chrisman, & Chua, 2001; Murray, 2003). The need to integrate family and business
interests in FBs over a lifetime (Handler 1994; Dunn, 1995) creates particularly complex
relational dynamics (Cosier & Harvey, 1998) that can interfere with, or enhance, knowledge
transfer. These relationships are typically defined by frequent interpersonal interactions,
involvement of family members in many decisions encompassing a broad range of functional
business areas, and emotional issues related to power and control.

Relationships between owner/founders and successors that are based on open,
constructive communication (Lundberg, 1994; Ward, 1987); mutual respect (Handler, 1989);
trust (LaChapelle & Barnes, 1998; Steier, 2001); sensitivity to each other’s needs (Venter,
Boshoff, & Maas, 2003); shared values (Haugh & McKee, 2003); and reasonable expectations
(Barach & Ganitsky, 1995) will facilitate the knowledge transfer process. Other influences
include the ages (Davis & Taguiri, 1998) and gender(s) (Cabrera-Sudrez et al., 2001) of the

Family Business Succession Page 3



parties; early involvement of the successor (Steier & Reya, 2002; Sirmon & Hitt, 2003);
commitment and dedication by both parties (Habbershon, 2006); and their ability to manage
conflict (Grote, 2003; Cosier & Harvey, 1998; Ward & Aronoff, 1994; Kaye, 1991).

Social psychologists have pointed out that conflicts arising in mother-daughter
relationships over their lifetime are linked to mothers’ unsolicited advice, mothers and daughters
failing to live up to each other’s expectations, and daughters’ attempts to gain greater
independence (Usita & Du Bois, 2005). Consistent with the FB succession literature, where
intergenerational relationships are viewed as progressing through a life cycle (Davis & Taguiri,
1998), social psychologists describe mother-daughter relationships as evolving in an asymmetry-
symmetry-asymmetry pattern (Thompson & Walker, 1984), with numerous stressful transitions
along the way (Fischer, 1981). However, as daughters move into middle age and mothers
approach retirement age, their relationships mature and their goals tend to converge (Fingerman,
2001).

METHODOLOGY
Overview

The research examined nine mother-daughter FBs using a modified event analysis
strategy embedded in an inductive case methodology. Eisenhardt (1989) has argued for the use
of qualitative methods to study phenomena that lack a well-defined theoretical base for
examining the research questions. Research on FBs has evolved and matured to the point where
it has become recognized as a specialized field of study; much of this literature focuses on
intergenerational succession. However, Nelton (1998) identifies the mother-daughter succession
pattern as an important but neglected area of enquiry.

The primary data collection method was 67 in-person interviews with the mother-
daughter pairs and their firms’ stakeholders: 45 with the mothers and daughters, and 22 with the
stakeholders. Thirty-six of the mother-daughter interviews were conducted with the women
separately. For the remaining 9 interviews, each pair was met jointly in one session.

Selecting the Family Businesses

A theoretical sampling procedure (Eisenhardt, 1989) was used to select the FBs for the
study. Here, cases are chosen based on their value in answering the study questions and
contributing to theory development. Chrisman, Chua, and Sharma (1998) defend the use of non-
statistical sampling procedures in FB research, citing the lack of a universally accepted definition
of, and nationwide statistics on, this organizational form.

The FBs were selected based on their meeting six pre-established criteria: 1) willingness
to participate; 2) in operation for at least two years; 3) mother as majority owner; 4) mother has
control over day-to-day operations; 5) daughter already involved in day-to-day operations; and 6)
daughter already identified as successor. The firms encompassed a range of retail, services, and
manufacturing businesses. The average number of years in operation and the average number of
employees (both full- and part-time) were 11.3 and 8.9, respectively. The mother was the
founding owner in all of the firms.
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Interviewing the Mothers and Daughters

The interviews with the women were completed in three rounds of in-person interviewing
using pre-tested, semi-structured interview guides (Phillips, 1994) that included a modified event
analysis “trigger.” Table 1 summarizes the interviews with the women and their firms’
stakeholders. Event analysis is typically used for determining the financial implications of
corporate announcements in the mass media (McWilliams & Siegel, 1997). The technique was
modified for this research by focusing on knowledge transfer “events” that were identified by the
mothers and daughters.

During the first round of interviews, when the mothers and daughters were met
separately, they were asked to identify important knowledge transfer “events” that had occurred
during the previous two years. The two-year timeframe was chosen to ensure maximum recall
(Yin, 1994). The lists from each mother and daughter pair were then cross-checked; events that
had been flagged by both were included in the master list for the second round of interviewing,
when the pairs were interviewed jointly. The mothers and daughters were then separated for the
third round of interviews so that the findings from the previous round could be cross-checked,
thereby ensuring the robustness of the data that were gathered.

Table 1. Summary of Interviews

Interviews with mothers & daughters | Interviews with stakeholders

Mothers & daughters separate:

1* round of 1) identifying knowledge transfer

interviews events None

i) broad discussion of factors necessary
for successful succession

111) identifying stakeholders & their role

Mothers & daughters together: Broad foci:
2" round of 1) “deep” descriptions of knowledge 1) factors that support a
interviews transfer events successful succession
11) positive and negative relationship i1) role of stakeholders in this
influences on this process process
Mothers & daughters separate:
3" round of 1) further exploration of relational None
interviews themes emerging from 2" round

i1) “lessons learned”

Interviewing the Stakeholders

Cabrera-Sudrez et al. (2001, p. 41) assert that “the study of succession should take into
account the perspective of the different stakeholders that interact at different levels” (2001, p.
41). Using the methodological approach recommended by Anderson, Jack, and Drakopoulou
Dodd (2005) in their study of entrepreneurial networks, the mothers and daughters were asked to
identify the people or organizations external to the firm with whom they most frequently
discussed their business. Twenty-two stakeholders, representing eight types of institutions, were
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interviewed using pre-tested, semi-structured interview guides during the second round of data
collection.

THEORETICAL DEVELOPMENT
Overview of Model

The case studies were designed to explore the relationship factors that affect the process
of tacit knowledge transfer from predecessors (mothers) to successors (daughters) in family

firms. The model that emerged from the analyses of interview data is presented in Figure 1.

Figure 1. Transferring Tacit Knowledge From Mothers to Daughters in Family Businesses
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Figure 1 highlights four key elements in the knowledge transfer process:

1. the transfer of tacit knowledge — know who and know how — from
mother to daughter to prepare the latter to take over the FB;

1. the four relational elements of cognition, reflection, affection, and
structure that influence the knowledge transfer process;

iii. the mediating role that the four elements play in this process; and

1v. the synergies between the four elements that create optimum

conditions for the transfer of tacit knowledge.

The structural element (connectedness) is concerned with relationships beyond the firms’
boundaries; cognition, with creating a shared understanding between mother and daughter;
reflection refers to individual introspection and openness; and affection relates to emotions and
feelings.

Structure (Connectedness)

According to Gulati (1999), very few firms in today’s hyper-competitive, fast-paced
global economy have the capability to create or acquire all of the resources necessary for
competitiveness while operating in isolation. When firms become embedded in a web of inter-
organizational relationships, they have easier access to a (broader) range of valuable knowledge
resources (Mowery, Oxley, & Silverman, 1996). Cultivating relationships outside of the
immediate family circle in order to access these types of resources may be particularly important
for FBs, which frequently have a limited stock of internal resources due to their size and
structure (Sirmon & Hitt, 2003). Butler and Hansen (1991) argue that new entrepreneurs are
especially dependent upon a wide range of social contacts as a supplement to their own business
resources.

All of the mother-daughter teams identified extensive social, supporting, and inter-firm
networks of relationships (Premaratne, 2001), of varying degrees of closeness (Granovetter,
1982), as important providers of valuable knowledge resources for their firms. The richness of
these networks is consistent with the propensity of businesswomen to look to people outside the
firm for input when making decisions (Center for Women’s Business Research, 2004) and to
view their firm as a cooperative network of relationships rather than as a separate financial entity
(Brush, 1992). The connectedness element captures the importance of embedding daughters in
these networks of contacts to ensure that they will continue to have access to these important
knowledge resources post-succession.

Social networks included their extended family, friends, and acquaintances. The mothers
and daughters reported that these contacts gave them access to a range of resources, including
emotional support, relationship “mediation,” financial capital, and business/community
knowledge. Several mothers and daughters spoke about the value of the simple “cheer-leading”
role that these people played in encouraging them to persevere when they hit a bumpy patch in
the road.

Their supporting networks, which included local forums (such as business roundtables),
Chambers of Commerce, and SBDC/SCORE counselors, offered primarily business/managerial
expertise. They stressed the importance of being active in the local business scene and
approaching networking from a gender-neutral perspective, although they also appreciated the
opportunity to meet with other female entrepreneurs on a regular basis to discuss common issues.
Finally, their inter-firm networks encompassed other commercial enterprises within their value
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chain, such as banks, suppliers, and partner firms. These contacts were valuable sources of
“intelligence” about market opportunities and challenges as well as financial resources. Figure 2

illustrates an example of how a typical FB will be embedded in social, support, and inter-firm
networks.

Figure 2. Example of a Structural Network for Family Businesses
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The mothers played a crucial role in cultivating these networks in their formative stages;
they viewed their responsibility as introducing their daughters to the various contacts and paving
the way for a continuation of the relationships once they had exited the firm. In that regard,
integrating the daughters into these social structures as early as possible was cited as key. The
daughters reported that simply observing their mothers “in action” when they were out and about
in the community gave them insights into how to approach the different relationships — lessons in
what to do and what not to do. As they gained more confidence and established their
relationships, the mothers would gradually hand some of the networking activities over to them.
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Cognition

Cognition refers to the capacity of people to engage in dialectical thinking and reasoning
—in other words, an ability to analyze and weigh the merits of conflicting ideas within a
problem-solving context in order to arrive at a logical, workable solution. Cognition can also be
seen as the intellectual processes by which divergent streams of thought are integrated in a way
that illuminates the “big picture.” One of the mothers summed it up nicely when she stressed the
importance of “being on the same page as my daughter in how [they] go about solving [their]
business problems.”

According to Dumas (1990), cognitive processes are integral to the succession process in
FBs. New generations bring a fresh sense of vision and unique knowledge of market conditions
to the firm, while their predecessors offer a wealth of knowledge gained from years of
experience in the trenches (Perricone, Earle, & Taplin, 2001). When preparing a daughter to
assume control of the FB, then, it is vital that both parties share a clear vision of the future and
agreement on how to get there. This vision must respect both the legacy and future plans of the
mother as well as the dreams and fresh outlook of the daughter. Hence, mothers and daughters
that are able to develop the “absorptive capacity” (Cohen & Levinthal, 1990) that allows them to
assimilate divergent perspectives will be more successful in the knowledge transfer process.

The family-business dynamics of FBs present a double-edged sword when considering
the communication processes that underpin cognition. Absorptive capacity may be complicated
by the fact that people relate to each other and communicate as both business colleagues and as
family members (Lundberg, 1994). The complexity of the relationship may be offset to some
degree, however, by the long, close personal history found in family versus non-family firms
(Ward, 1987). Lansberg (1999) suggests that FB owners and successors can construct a
cognitive foundation by working together to define a “shared dream” for the firm. The open
communication and participative decision-making style that frequently characterize women
entrepreneurs (Brush, 1992) will facilitate this process.

The key cognitive processes in support of transferring knowledge from mothers to
daughters were grounded in extensive (over many months) and intensive (many hours spent
together daily) face-to-face communications. Face-to-face interactions are especially important
when the goal is transferring complex, tacit knowledge and there is strong potential for
distortions in the communication process (Lane & Lubatkin, 1998) — a frequent occurrence in
many families due to the “generation gap.”

The extensive dimension of cognition was summarized by one mother as follows:

“It didn’t happen overnight...it took us months of working side-by-side before
[they] came to a mutual understanding of the business...[They] can’t see any
short cuts here...you just have to be diligent and put the time in.”

Her daughter articulated the intensive aspect of cognitive processes in this way:

“I came to the store every day and put in long hours with my mother...no more 2-
hour lunches with friends like my college days...it was exhausting and
exhilarating at the same time.”

Another mother described it this way:

“We just had to work at the communication... We made a pact that [they] would
make a point of talking several times a day, even if it was just about little stuff that
was going on in the store. After a while, it just seemed like [they] were on the
same page and talking about the same vision for the future of the firm.”
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The interactions that turned their “quantity” time into “quality” time included regular
structured meetings, formal feedback mechanisms and reward systems, task sharing, and joint
attendance at stakeholder events. Several mother-daughter pairs also reported attending
workshops or courses on different business topics together. They believed that creating their
“common language” (Szulanski, 1996) was something that emerged organically as they spent
time together and developed their own rhythms for managing the firm.

Reflection

The reflection element is closely related to cognition. Hanna, Bemak, and Chung (1999)
describe reflection as the capacity to accommodate and cope with ambiguity, uncertainty, and a
wide range of people and situations — desirable qualities for any FB owner to possess. While the
cognitive element embraces an objective, analytical approach, reflection challenges people to be
introspective (Clayton & Birren, 1980) as a means to understanding their own motivations and
behaviors. Cognitively, understanding the logic behind another’s viewpoint can be achieved by
spending time discussing it with them; reflective capacity allows people to acknowledge its
legitimacy. Hence, while the outcomes of cognition and reflection are closely related, their
processes are seen to be working at cross-purposes, i.e. spending “face time” to create a shared
understanding (cognition), versus the “alone time” required in reflection. The challenge for the
mothers and daughters was striking the right balance between the two.

The capacity to accept new ideas and ways of behaving is aligned with the creativity and
sensitivity associated with “right-brain” thinking, a trait present in many female business owners
(National Foundation for Women Business Owners, 1994). The emergence of a reflective
element in the data is also supported by survey findings comparing men and women business
owners. The National Foundation for Women Business Owners (1994), for example, determined
that women business owners tend to reflect on decisions, weighing options and outcomes, before
taking action. Male business owners, in contrast, displayed a greater propensity for immediate
action and a focus on external events and activities.

The manifestation of reflective capacity was found in the “alone time” that the mothers
and daughters carved out for themselves in the course of a day or a week. One mother described
it as her “time to contemplate life.” While both parties indicated the importance of
introspection, they differed in their foci. Mothers reported that they spent a lot of time mulling
over issues like how their daughters would cope with the transition. Daughters, on the other
hand, spent more time thinking about immediate concerns related to the day-to-day operations.

One of the daughters captured the phenomenon succinctly when she juxtaposed her
experiences working first with her father, and later with her mother, in a business setting:

“After working with Dad in a different business, and watching how he
approaches problems, working with Mom was difficult at first. She seemed to
take forever to make a decision...mulling it over.... I wanted to say — just do it!
But after a while, I understood her thought process and I could see that she was
very good at putting things in perspective.”

A mother in another FB engaged in some introspection of her own:

“My husband says I obsess about decisions. I guess, in a way, that’s true. I like
to consider all the angles, then reconsider them...finally I end up with a decision
that I believe is sound and I'm comfortable with. I think the business benefits
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from me taking the time to think things through and reflect on where I want the
business to go.”

Affection

Social psychologists describe the affective element of relationships as simply people’s
capacity for showing concern to (Hanna et al., 1999), and displaying empathy for (Pascual-
Leone, 1990), others. Relationships will be shaped by the ups and downs of affect encompassing
pleasure/displeasure and activation/deactivation (Seo, Barnett, & Bartunek, 2004; Weiss,
Nicholas, & Daus, 1999). Positive emotions are especially important in facilitating the transfer
of “sticky,” tacit knowledge between parties (Szulanski, 1996; Kale, Singh, & Perlmutter, 2000;
Nonaka, 1994).

Within FBs, the need to integrate two seemingly disparate social units — the family and
the business — renders owner-successor relationships particularly challenging, as family conflicts
will overflow into the business and vice versa (Kets de Vries, 1993). Founders of FBs are
predisposed to an “intensification of emotionality” about their firm (Walsh, 1994, p. 176) that
often leads to confusion about roles and boundaries (Johannisson & Huse, 2000; Lansberg,
1999). Family members will also experience strong, complex emotions towards succession
(Dumas, 1990), including the loss/change of identity, feelings of jealousy and rivalry, confusion
about finding a new sense of purpose in life, and a search for self-respect (Handler, 1994).

Emotional processes, which are powerful determinants of behavior, become embedded in
FBs by way of the relationships between family members (Baker & Wiseman, 1998). One
mother referred to this within the context of running the business with her daughter as “doing
their emotional maintenance work.” In her view, this “work™ was as important as the functional
tasks related to marketing, accounting, etc. that were part of her day-to-day job.

Fingerman (2001) concludes that mothers and daughters are typically endowed with
skills for maintaining relationships involving a high degree of intimacy (such as in a family
business). They may also be more adept than men at dealing with work and family matters
simultaneously (the multi-tasking imperative) (Helgesen, 1990). Their capacity for relationship-
building is likely linked to their predisposition for emphasizing interpersonal connections
(Aldrich, 1989) and defining themselves in terms of their relationships (Salganicoff, 1990).

The core of the affection element for the mothers and daughters in their FBs was finding
the right balance between dependence and independence — both of which were viewed as
essential — in their relationship. The dependence was necessary because of their dual roles as
family members and business partners. A certain level of independence, meanwhile, was viewed
as part of maintaining a healthy relationship. Thus, they expressed a need to establish
“emotional boundaries” in their relationship.

The processes for finding that balance focused on jointly determining a set of relationship
“rules” and “rituals” that were agreed upon by both parties. These rules and rituals included:
open, honest and direct communication; forgiveness rituals and conflict resolution processes; and
defining reasonable expectations of one another. Consistent with Fingerman’s (2001) findings
regarding the maturation process of mother-daughter relationships, the older teams (age 50 + for
the mothers and 30 + for the daughters) typically indicated the highest levels of emotional
satisfaction with their relationships.
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Synergies Between the Four Elements

Each of the four relational elements — structure, cognition, reflection, and affection —
independently plays an important role in mediating the knowledge transfer process from mothers
to daughters. However, the two-way arrows connecting the elements in Figure 1 illustrate that
the synergies between them create the optimal conditions for the transfer of tacit knowledge from
mother to daughter. For example, mothers and daughters who are emotionally distant (or lacking
affection for each other) will find it very difficult to openly share their ideas about growing the
business. A lack of trust between them will inhibit the free flow of ideas and their capacity for
creating a shared language, both important concepts at the heart of the cognition element.
Likewise, FBs that are embedded in networks of unique contacts will have maximum access to
new ideas and information. Showing empathy and concern for the people in the network will
help to secure this access. Cognitive processes will also help to sustain a rich network of
contacts.

Given the difficulties of transferring tacit knowledge — the most valuable of all
knowledge resources — the greatest value-creating potential for supporting knowledge transfer
will be generated by the interactions of the four relational elements.

CONCLUSIONS

The road to transferring a FB to a child can be littered with emotional and intellectual
potholes. Ask any owner about their experiences in teaching a child the “ropes” of the business
and they will undoubtedly respond with a mixture of frustration and pride. They will also tell
you that the sense of accomplishment in seeing their child carry their legacy to the next
generation more than outweighs the “bumps” along the way. Transferring knowledge and
capabilities from parent to child is an essential part of this journey.

This study has presented a model of the relational elements, and their mediating
properties, that support the process of transferring tacit knowledge from mother to daughter in
FBs. Although exploratory, the findings suggest a number of important implications for the way
mothers and daughters manage internal and external relationships in family firms. First, the
findings highlight the importance of networking beyond the immediate family and introducing
the daughters to these contacts as soon as possible. Recognizing the resource limitations of a
small, family-owned enterprise, the study firms all made a conscious effort to cultivate contacts
in their communities and their industries in order to open the door to a broader range of
resources. The propensity of women to see the world in terms of networks of cooperation is
viewed as an asset in this regard.

Second, the findings point to the importance of developing a common understanding and
shared language, maintaining an open mind to new ideas and experiences, and managing
emotional processes. The cross-cutting themes of frequent, face-to-face interactions, open and
direct communication, mutual respect and trust, and concern for others provide the foundation
for all of these processes.

Finally, the study answers the calls of Nelton (1998), Harveston et al. (1997), Handler
(1994), and others for women-specific FB research. The mother-daughter dyad — a small (but
growing) segment of FBs — is an important sub-set. Nelton (1998, p. 216) identifies a need for
more research that “reflects the scale of leadership that women are and will continue to be
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taking on in family businesses.” She suggests a need for women-focused research in order to
prepare family business professionals for the rise of female ownership and leadership of FBs.
Women are entering the world of business ownership at an unprecedented pace. At the
same time, it has become increasingly common for multiple generations of women within
families to possess professional expertise (Allen & Langowitz, 2003). As more and more firms
are headed by women, it is likely that many of the traditional barriers to successor-daughters will
be dismantled (Harveston et al., 1997). Therefore, the mother-daughter dyad will become
increasingly prevalent. This study is intended to lay a few more bricks in the theoretical
foundation by providing a greater understanding of succession in mother-daughter firms.

SUGGESTIONS FOR FUTURE RESEARCH

As exploratory research, this study raises a number of interesting issues that warrant
further scrutiny. First, each of the four relational elements could be studied separately to delve
deeper into the dynamics driving them. For example, an examination of the structural element
could compare the impact of social versus supporting networks on the knowledge transfer
process. For the cognition element, further study could assess the balance between the need for
extensive versus intensive communications. In all cases, the impact of the knowledge transfer
processes on firm performance would be a logical extension of the current study. This study
identifies the synergistic benefits of the interactions between the four elements. However, does
one element assume a more important role in performance outcomes than the others? This
would necessitate a longitudinal study spanning a number of years.

Another interesting extension of the study would be to undertake comparative research.
One facet would be to examine the father-son and mother-daughter succession patterns. The
extant literature provides some evidence of different dynamics in these succession patterns.
However, to date no research has been completed to document these differences. The same
holds true for similar studies in different ethnic groups within the country. For example, what
are the characteristics of the knowledge transfer process in Asian American versus African
American family businesses? Any comparative studies would provide important data to policy
makers and advisers that are tasked with supporting the development of small businesses in this
country. It would allow them to target the support more efficiently to get the most out of the
financial and managerial resources that are provided to the firms.

Finally, the participating firms in this study were based in the same geographic region
(upper Midwest) of the U.S. It would be worthwhile to extend the research to a nation-wide
study, to gain both aggregate data and regional data that could be compared for similarities and
differences. Again, this would provide valuable information for policy makers and advisers to
more effectively target support to the firms.
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