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ABSTRACT  

 

The family business has been a driving force in economic development globally. The uniqueness of family business is that family 

members control the ownership and management, and it would pass on to the family’s next generation to control and manage. 

Family businesses pursue economic goals and non-economic goals such as family identity and continuance of family dynasty. One 

of the critical issues faced by family businesses is succession planning. Hence, this study aims to understand further how the 

founder or incumbent of a family business decides to elect a successor to take over the family business from a bequest motives 

point of view. Commitment, motivation, relationship and capabilities are the four main personal traits being identified as the 

predictor of the successor. This research intends to understand how these four predictors would impact the founder or incumbent 

in choosing the successor to take over the family business using the bequest motives as a mediator factor. A proposed research 

framework has been developed to understand the impact of the incumbent bequest motive in selecting a successor for the family 

business. Due to this is a conceptual paper, the expected findings could be a bequest cluster whereby the dynasty model would be 

dominant followed by either altruism, social norm and tradition, or selfish life-cycle models. 
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1.0 INTRODUCTION 

 

The family business has been a significant economic contributor and dominant force across Asia and the world. In 2017, 85.0% of 

businesses in South East Asia which were valued at US$1 billion or more were family businesses. In China, that figure stands at 

40.0%, in Malaysia, they controlled 76.0%, and in Singapore, just under 50.0% (Fang et al., 2021). More than 90.0% of business 

entities in Malaysia are Small and Medium Enterprises (SMEs), and the majority are family businesses (SME Corporation, 2020). 

According to the Department of Statistics Malaysia (DOSM 2020) as of July 29, 2020, SMEs contributed 38.0% to the overall 

gross domestic product (GDP) of Malaysia with 17.9% of total export and employed more than 7.3 million people, which comprises 

48.4% of total employment in Malaysia. About 80.0% of family businesses indicate that their long-term priority is to protect their 

business as the most important asset, and 23.0% mentioned that succession planning is their main concern in the long term 

(PricewaterhouseCooper, 2021; Bartels & Englisch, 2021).  

 

A family business is defined as members from the same family or related family branches holding a majority interest in 

the business. The owning family has a transgenerational interest and exerts a dominant influence on the company's strategic 

direction through ownership, governance, management, and vision (Binz Astrachan et al., 2021  ). Trans-generation succession 

planning has become a topic of interest in family business research (Lu et al., 2021). Research has indicated that family business 

comprises two-thirds of the economy and only 30.0% of family businesses successfully move from the first generation to the 

second generation. Only half of those move to the third generation, and only 3.0% survive to the fourth generation (Fang et al., 

2021). In fact, many researchers singled out the leadership succession of the incumbent as one of the biggest challenges in family 

businesses (Octavia et al., 2021; Richards et al., 2019). Family business is a form of wealth created by the founder or inherited by 

the incumbent, and the factors influencing the founder and incumbent to select their successor and transfer their shares of the 

businesses to the next generation have been widely studied (Hines et al., 2019;  Huang et al., 2020). Bequest motives study wealth 

transfer from one generation to another, behaviour at an individual level (Ventura & Horioka, 2020). Besides that, the bequest 

motives also influence the current managerial behaviour and future succession decisions in family businesses (Yang & Gan, 2020).  

 

There is minimal research on how the bequest motive plays a role in the succession planning of a family business and 

how it would influence the incumbent in choosing their successor. In this sense, this study determines the appropriate factors to 

describe the incumbent’s bequest motives and decision to select their successor.  This research aims to explore and intends to fill 

the research gap. The main focus of this study is to use the bequest motive to examine the succession planning of SMEs family 

businesses in Malaysia. The research paper aims to propose how bequest motives play a mediation factor in influencing the 

incumbent from choosing their successor. This model was developed first to examine the bequest motives model (Lee & Horioka, 

2004), namely the Dynasty Model (Kansikas & Nemilentsev, 2010), the Social Norm Model (Kubíček & Machek, 2019), the 

Altruism Model (Chong et al., 2017) and the Selfish Model (Horioka, 2010). The deciding factors of successor that the authors 

concluded are commitment (Janse van Rensburg & Tjano, 2020), relationship   (Umans et al., 2021), motivation (Gagné et al., 

2021a), and capabilities (Binz Astrachan et al., 2021).  

 

The contribution of this research is three-fold. Firstly, the intergenerational transfer of family business ownership is one 

of the crucial topics in family business research. Understanding the motive of the incumbent from a bequest motive point of view 

is essential. There is limited research on how bequest motives play a role in family business succession planning. Hence, this study 
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intends to fill the research gap by using bequest motives as a mediator to gain more insights into the incumbent’s motive in the 

intergenerational transfer of their family business and wealth to the next generation.  

 

Secondly, the family business contributes to the economy by creating substantial jobs and employment for the market 

and the country’s Gross Domestic Product. Given that less than 10.0% of family businesses survive into the third generation, 

understanding the family business succession planning, especially the motives selection criteria of the incumbent, is crucial.  

 

Thirdly, the intergeneration transfer of taxation has always been one of the policymaker’s concerns. An in-depth 

understanding of family business succession planning could assist policymakers in formulating a more effective heritage tax policy 

that may benefit businesses and the economy.  

 

2.0  LITERATURE REVIEW 

 

Family business plays an important role in the economy and a decline in family business could have an impact on the nation’s 

employment. Intergenerational transfer of family business is a great challenge when there is a death of a family leader. American 

family business average lifetime is 24 years. In Japan, there are nearly 6,000 companies that are 200 years and above, making 

Japan the number one in the world in this regard, followed by Germany and the Netherlands with 800 over and 200 over companies, 

respectively (Chirapanda, 2020). Hence, we need to further understand the succession planning of family businesses in Malaysia. 

 

Family business research in Malaysia has gained momentum in the last two decades, and succession planning is one of 

the focus areas (Mosbah & Alharbi, 2020). Some scholars highlighted those incumbents and successors need to overcome three-

generation issues in the family business succession process: generation gap, communication gap and credibility gap (Tang & 

Hussin, 2020). The six main attributes of a successor as the key to succession planning are the capability to face business challenges, 

managerial capabilities, ability to handle family conflict and relationships, motivation, business skills and knowledge have been 

explored (Abdullah et al., 2011; Mokhber et al., 2017; Yu Ghee et al., 2015). The Transgenerational theory and socioemotional 

wealth (SEW) dimension were introduced (Ismail et al., 2019) and family business shareholding ownership has also been discussed 

(Al-Duais & Alhebri, 2019). However, a study of the incumbent’s motive from the bequest motive perspective in selecting their 

successor has not been explored. 

 

Bequest motives are always recognised as factors that influence the future succession decisions of family businesses and 

current managerial behaviour (Ventura & Horioka, 2020). The four bequest motives theoretical models referred to are the dynasty 

model (Horioka, 2010), the altruism model (Chong et al., 2011), selfish life-cycle model (Chong et al., 2014), and social norms 

and tradition (Chong et al., 2012). Moreover, the major differences between family and non-family businesses are that the former 

pursue economic and non-economic goals and scholars coined it socioemotional wealth (SEW) (Shen, 2018). SEW encompasses 

the non-economic aspects of a family business that meets the family's affective needs, such as the family identity and the 

continuance of the family dynasty (Umans et al., 2021). 

 

H1: There is a significant relationship between incumbent shareholding and bequest motives 

 

The dynasty model in bequest motive indicates that individuals are concerned for their family business or business 

reputation (Chong, Sia & Ng, 2011). They may leave a bequest to a selected person to carry on with their family business (Chong 

et al., 2015). A family business owner often prefers to pass the family business to their offspring, which is a dynastic preference 

(Parker, 2016).  There are two scenarios for the dynastic model. Firstly, individuals may leave the entire bequest to their children 

capable or willing to take over the family business (Chrisman et al., 2015) Secondly, individuals may leave the entire bequest to 

their children, who agree with taking over their family business (De et al., 2014). Based on these two scenarios, as long as the 

children are agreeable, capable and willing to take over the family business, the parents may transfer the entire bequest or majority 

of the bequest to their children (De et al., 2014).  Research indicates that the Dynasty Model is difficult to differentiate between 

the Altruism Model and the Dynasty Model (Horioka, 2010). Many business owners are altruistic and possess a deeply rooted 

desire, that is to see their offspring take over and run the family business after they retire (Schulze et al., 2003). This is also termed 

as dynastic motive (Carr et al., 2016). Individuals choose to leave the family business as a bequest to the next generation due to 

the altruism model  (Umans et al., 2021).  

 

H1a: There is a significant relationship between incumbent shareholding and dynasty model 

 

Altruism model implies that parents leave a bequest to their children without any exchange motives regardless of whether 

they provide anything in return (Lubatkin et al., 2005). In other words, altruistic parents aim to ensure their children have a 

comfortable life and live in a good environment because they love them and are compelled to do so (Schulze et al., 2003).  Altruistic 

parents assume they will leave bequests such as cash, bond, company shares, house, land, vehicle and other values to their children 

without any motive and expectation (Yin, 2012). In fact, family members of a family business are usually altruistic to each other 

and not to outsiders ( Ferrari, 2020).  

 

H1b: There is a significant relationship between incumbent shareholding and altruism model 

 

The selfish life-cycle model indicates that people are selfishly motivated and are only concerned about themselves 

(Chong, Sia & Ng, 2011). It has the following property: The individual has no intention to leave any bequest to their family; hence, 

they do not leave any bequest. However, under the exchange bequest, the selfish individual will create an agreement whereby if 

the children take care of them during old age, they would transfer the entire bequest to them (Hamaaki et al., 2019). A bequest 
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might be left with some exchange motives with the children, such as care, help and support from their family members. This 

bequest is given under certain conditions, such as the children must provide financial support or care(Chong et al., 2017). 

 

H1c: There is a significant relationship between incumbent shareholding and selfish life-cycle model 

 

Social norm and tradition model is defined as tradition, custom, culture and common practice that are expected behaviour 

within society (Charles & Horioka, 2018). Gender plays a crucial role in family business succession planning (Nelson & 

Constantinidis, 2017). In fact, there were only 22.0% of females held key positions in the family business (Chang et al., 2020). 

This model typically refers to primogeniture, which gives preference to the eldest son to inherit the family business (Kubíček & 

Machek, 2019). It is rooted in the cultural perspective, which has a tremendous impact on an individual’s common behaviour, 

social norms, customs and traditions (Chong et al., 2017). In fact, this is especially common in Asian families such as in China 

(Xian et al., 2021), Japan (Chirapanda, 2020), Thailand  (Malik, 2019), Pakistan  (Chang et al., 2020), Indonesia (Tan et al., 2019), 

Malaysia (Amran, 2012) where male heirs are privileged over female in taking over family businesses (Ferrari, 2019). Nevertheless, 

the trend is changing especially in China due to the one-child policy where daughters are being considered the successor of family 

businesses (Xian et al., 2021). Bequest motives serve as the moderation variable in the proposed conceptual framework. Hence, 

the following hypothesis is developed. 

 

H1d: There is a significant relationship between incumbent shareholding and social norm and tradition 

 

The uniqueness of family business is that it is an overlapping of three systems namely the family, the firm and ownership 

(Randerson & Radu-Lefebvre, 2021). Ownership and management position succession from incumbent to successor involves the 

distribution of shares or other measures of ownership of a family business (Corona, 2021). The succession of firm leadership and 

ownership from one generation to another is one of the most compelling subjects in the study of a family business (Tan et al., 

2019). The transfer of ownership and management position generates multiple difficulties. (Corona, 2021). In fact, ownership 

succession, the transferring of controlling shares from incumbent to successor, especially from generation to generation is a 

complex and sensitive issue in business succession (Thomas, 2002). As such, designing a shareholder agreement that serves the 

interest of the family business is crucial for the transfer of family business shareholding, assets and management positions across 

generations, and is also a critical factor for the continuity of family-owned business (Binz Astrachan et al., 2021). 

 

H2: There is a significant relationship between incumbent and management position 

 

Family business succession is a process that occurs over a long period of time punctuated by decision points (Martínez-

García et al., 2021). The succession-planning process consists of four main stages namely establishing ground rules; nurturing and 

developing the pool of potential successors; selecting of successor; and then handing over to the chosen successor (le Breton-Miller 

et al., 2004).  Successor’s commitment (Richards et al., 2019), motivation (Akhmedova et al., 2020), relationship (Janse van 

Rensburg & Tjano, 2020)  and competency (Astrachan et al., 2019) has been identified as key predictors for the incumbent to 

choose their successor.    

 

H3: There is a significant relationship between bequest motives and key factors of successor 

 

H3a: There is a significant relationship between the dynasty model and key factors of a successor (commitment, 

motivation, relationship and capabilities) 

 

H3b: There is a significant relationship between the altruism model and key factors of a successor (commitment, 

motivation, relationship and capabilities) 

 

H3c: There is a significant relationship between the selfish life-cycle model and key factors of a successor (commitment, 

motivation, relationship and capabilities) 

 

H3d: There is a significant relationship between social norm and tradition and key factors of a successor (commitment, 

motivation, relationship and capabilities) 

 

Family members’ willingness and commitment play a crucial role in a family business  (De et al., 2014). It is considered 

the key determinant of firm survival, success, flexibility and even longevity (Moya et al., 2020). A global study surveyed 122,000 

students in 1,000 universities across 50 countries which revealed that only 2.7% of graduates expect to join their family business 

(Sieger et al., 2016). This post a significant challenge for family business succession which is that the next generation has a low 

level of interest and intention to work in the family business (Garcia et al., 2019). This phenomenon has presented a challenging 

task for succession planning in a family business (Corona, 2021). Commitment is a psychological state or frame of mind that 

compels an individual towards a course of action (Richards et al., 2019). There are three bases of commitment namely, affective, 

normative and continuance commitment (Garcia et al., 2019). Family members with affective commitment, based on a mindset of 

desire, demonstrate enthusiasm in contributing positively to the organization’s outcome with goals in business and a sense of 

purpose (Dawson et al., 2015). As for normative commitment which is based on a mindset of obligation, family members perceive 

the need to comply with external social norms and expectations (Sharma & Irving, 2005). Continuous commitment is family 

members, based on a mindset of cost avoidance, perceiving the cost of leaving the family business to be exorbitant (Meyer & 

Allen, 1991). Research shows that family members with high affective commitment are more committed to running the family 

business (Dawson et al., 2014). In fact, strong family members’ commitment presents a higher level of loyalty, interdependence 

and reciprocal altruism which contributes to the firm’s success and supports long-term organizational goals (Dawson et al., 2014). 
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A committed successor will be determined to take over the business over a period of time and eventually pass it on further to the 

next generations (Richards et al., 2019). In other words, a committed successor cares about preserving the family’s legacy and the 

various interests of stakeholders (Dawson et al., 2015).  

 

Motivation played an important role in influencing the successful outcome as it motivates the successor to take over the 

family business (Gagné et al., 2021b). Motivation is defined as the source of energy driving the intensity, direction, and duration 

of behaviour (Mcmullen & Warnick, 2015). There are two types of motivation namely intrinsic motivation and extrinsic 

motivation. Intrinsic motivation is defined as the subject working for their own sake, out of enjoyment and interest in the activity 

itself. Extrinsic motivation is considered as trying to do something for an instrumental reason like avoiding punishments or 

obtaining rewards (Akhmedova et al., 2020). In fact, intrinsic motivation plays an important role as it shows the willingness of the 

successor in succession planning and drives the successor to commit and be determined to take over the business. (le Breton-Miller 

et al., 2004).    

 

Succession is often an emotionally complex situation as it is related to something close to the heart, namely family 

relationships  (Helin & Jabri, 2016).  Furthermore, business succession needs to “live” and “complete” over a long period to have 

an impact on family relationships (Lansberg et al., 1994). The family relationship between incumbent and successor is considered 

a crucial factor that impacts succession planning (Mokhber et al., 2017). As such, researchers identified that family harmony or 

maintaining good relationships helps the succession process as it ensures greater trust, mutual understanding and knowledge 

between incumbent and successor (Umans et al., 2021). The quality of family relationships plays a predictor role in succession 

transition (LeCounte, 2020). 

 

Ownership competence is a very crucial factor for the incumbent to consider who should be a suitable candidate to 

succeed in the family business (Richards et al., 2019).  Competence is defined as the successor’s ability to perform and lead the 

firm with relevant experience and constitutes an important desired characteristic to ensure the firm’s success (le Breton-Miller et 

al., 2004). There are four areas of competencies that a successor should develop, namely business competence (e.g., financial, 

strategic, industry-related knowledge), family competence (understanding family dynamics), self-competence (foster development 

and personal growth) and zeitgeist management (heath management) (Astrachan et al., 2019).  Some incumbents trying to change 

their roles and become an “entrepreneur mentor” to groom and nurture their successor by caring, helping, supporting, giving advice, 

and providing encouragement and freedom in career decisions (Tan et al., 2019).  This is how the incumbent tries to imprint the 

family entrepreneur’s legacy onto the successor (Jaskiewicz et al., 2015). 

 

H4: There is a significant relationship between management position and key factors of successor 

H4a: There is a significant relationship between management position and commitment 

H4b: There is a significant relationship between management position and motivation 

H4c: There is a significant relationship between management position and relationship 

H4d: There is a significant relationship between management position and capabilities  

 

 
 

Figure 1. The Proposed Conceptual Framework 

 
 



South East Asia Journal of Contemporary Business, Economics and Law, Vol. 26, Issue 2 (April)                                                                               

ISSN 2289-1560 
 2022 

 

 30 

 

 

The successor’s personal traits would impact the decision of the incumbent in succession planning. Figure 1 is the 

proposed framework for the bequest motive model which plays as a mediator variable that influences the incumbent’s motive in 

selecting a successor. In detail, the proposed framework contains three groups with ten constructs, which is inclusive of successor 

personal traits (commitment, motivation, relationship and capabilities), bequest motives (dynasty, altruism, selfish life-cycle, and 

social norm and tradition), incumbent shareholding ownership and management position.   

 

3.0  RESEARCH METHODOLOGY 

 

This quantitative research will be based on primary data collection through the structural questionnaire that will be applied. First, 

this study will aim for 300 SME family business owners in Malaysia, as most extensive enough to minimise or control the sampling 

error. Moreover, the most appropriate sampling method would be purposive sampling, under the non-probability selection. Other 

than that, this study would construct a structural questionnaire with multiple statements to measure each variable using a Likert 

scale from one (1) to seven (7), where one (1) is defined as strongly disagree, seven (7) stands for strongly agree and through the 

google form link to our target group list. Fourth, the data collection will be carried out in the first quarter of 2023 and be completed 

within three months. At last, the multivariate analysis will be applied to answer all the above hypotheses (Maxwell, 2000). 

 

4.0  EXPECTED OUTCOME AND CONCLUSION  

 

Family business succession planning has been widely studied (Cisneros et al., 2018; Fang et al., 2021). Trans generation succession 

planning has always been a sensitive issue in the family business and the incumbent or founder of the family business plays a 

crucial role. Hence, it is crucial to further understand what is the driver that motivates the incumbent in choosing their successor 

from the bequest motive perspective. The authors expect that there would be a bequest cluster whereby the dynasty model would 

be dominant followed by either altruism, social norm and tradition, or selfish life-cycle models.  

 

Besides, succession planning in a family business is considered one of the most sensitive issues (Handler, 1990). Over 

the years, many scholars have researched this area from various aspects(Odom et al., 2018; Sharma & Agarwal, 2016). However, 

the research on the bequest motive of the incumbent in choosing a successor for the family business has been limited. Hence, this 

research is intended to fill in the missing gaps. The proposed conceptual research framework is to further understand how the 

incumbent makes a decision in the selection of a successor in the family business from the bequest motive perspective. The authors 

expect dynastic elements which would link up all the bequest factors namely altruism, social norm and tradition, and selfish life-

cycle models.  
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