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Abstract 

The sustainability of family-owned businesses depends on succession planning, especially in developing 

nations like India where founder-centric control and informal leadership transitions are still common. This 

study looks at the challenges and strategies that family businesses in Tamil Nadu's Coimbatore District 

face when it comes to succession planning. 150 respondents' data was gathered using a structured 

questionnaire, and correlation, regression, and path analysis methods were used for analysis. On the other 

hand, succession effectiveness is positively and significantly impacted by strategic practices, such as early 

grooming, successor mentoring, and structured governance. The path model indicates to the significance 

of strategic preparedness in reducing risks and improving succession results. These findings highlight the 

necessity for family businesses to implement legally binding, proactive measures in order to guarantee 

long-term stability and leadership continuity. 
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1. Introduction 

Particularly in developing nations like India, family businesses are essential to economic growth, job 

creation, and innovation. Family-owned businesses make up a sizable share of the business ecosystem in 

places like Coimbatore, which is renowned for its industrial diversity and entrepreneurial vibrancy. 

Obstacles related to succession, such as founder resistance, informal planning, and interpersonal conflicts, 

are significant threats to continuity, particularly in tier-2 regions, according to Grant Thornton India LLP 

(2023). Succession planning is a strategic process that guarantees a seamless and long-lasting transition 

between generations; it goes beyond simply transferring ownership or leadership. According to research, 

ill-planned successions can result in wealth erosion, internal conflicts, and business discontinuity 

(Budhiraja & Pathak, 2018). On the other hand, early planning, stakeholder involvement, governance 

frameworks, and expert mentoring are frequently associated with successful transitions (Balaji & 

Nithyananthan, 2024). 

The study of succession planning is both relevant and essential in Coimbatore, where a large number of 

family businesses continue to operate using conventional governance models. Successors may seek clarity, 

autonomy, and structured roles, whereas founders are frequently emotionally invested in their companies. 

This study aims to provide useful insights for family businesses operating in comparable sociocultural and 

economic contexts by examining the viewpoints of both founders and successors. 
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2. Statement of the problem 

Succession planning is a crucial yet challenging aspect of running family-owned businesses for many 

generations. Coimbatore's economic growth is greatly aided by family businesses, especially in industries 

like manufacturing, trading, and textiles (Rajendran & Chandrasekaran, 2019). But a lot of these 

businesses have trouble keeping their leaders in place, which frequently results in internal disputes, a lack 

of readiness among successors, and even the collapse or dissolution of successful businesses (Miller, 

Steier, & Le Breton-Miller, 2003). Even though succession planning is becoming more and more popular, 

Coimbatore family businesses still deal with issues like generational divides, ambiguous leadership 

positions, opposition to change, and poor successor preparation (Sharma, 2004). In order to enhance the 

succession process, some family businesses have started putting strategies like formal governance 

structures, early mentorship, and written succession plans into place (Lansberg, 1999; Le Breton-Miller, 

Miller, & Steier, 2004). 

Nevertheless, there is a lack of empirical, localized research that particularly shows the challenges and 

strategies that Coimbatore family businesses face, as well as how these elements affect the succession 

process's success. Comprehending these dynamics is crucial for maintaining job opportunities, legacy, and 

regional economic stability in addition to improving business continuity. By identifying the succession-

related issues faced by Coimbatore family businesses, examining the approaches employed, and assessing 

their overall influence on a smooth generational transition, this study aims to close this gap. 

 

3. Objectives of the study 

• To analyse the primary challenges that family-owned businesses face when planning for succession. 

• To examine the strategies that these businesses adopted to navigate and overcome past succession-

related challenges. 

• To assess how these strategies and challenges affect the succession process's overall efficacy. 

 

4. Methodology of the study 

This study uses a quantitative, descriptive and exploratory research design to understand the challenges 

and strategies involved in succession planning among family owned business. Primary data was collected 

using a structured questionnaire and sample was selected using purposive sampling and consisted of 150 

family businesses current founder/owner or the designated successor, depending on availability and 

relevance. Data was analyzed using SPSS Percentage Analysis, Descriptive Statistics, ANOVA, 

Correlation Analysis, Regression and Path Modeling. 

 

5. Review of Literature 

Balaji and Nithyananthan (2024) In order to investigate the factors that affect effective succession 

planning, more than 200 family-owned businesses throughout Tamil Nadu was surveyed. The study found 

that open communication regarding leadership transitions, early successor grooming, and higher founder 

education were all important enablers. Founders with higher levels of education were more likely to 

involve legal and advisory mechanisms, start structured planning, and define timelines. According to the 

study, delays and conflict during succession were frequently caused by informal leadership styles, a 

reluctance to cede control, and a lack of stakeholder engagement. The authors suggested formal 

governance procedures, successor mentoring, and frequent family gatherings as solutions to these 
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problems. The significance of improving succession processes in India's tier-2 business ecosystems is 

becoming increasingly apparent, as a result in part to this study. 

Marques et al. (2024) in order to identify and rank the important factors that contribute to sustainable 

succession in family businesses, he applied a hybrid approach that combined Cognitive Mapping and 

Interpretive Structural Modeling (ISM). Their research produced a structured decision-support model that 

demonstrated the ways in which intergenerational trust, governance quality, emotional detachment, 

successor competence, and founder readiness interact to influence succession outcomes. ISM offered a 

logical hierarchy of influence among the variables, and the cognitive mapping technique assisted in 

visualizing stakeholder perspectives. By providing practitioners and academics with a methodical, data-

driven approach to succession planning, this integrated framework helps them move past ad hoc or 

informal approaches and toward more sustainable and strategic transitions. 

Grant Thornton India LLP (2023) Indian family businesses face significant succession issues, including 

founder resistance, a lack of formal succession plans, and a fear of intra-family strife. In tier-2 cities, where 

leadership is frequently informal and emotionally motivated, these problems are particularly noticeable. 

The absence of professional governance structures and personalized decision-making result in poorly 

executed or delayed transitions, the report highlights. The report suggests methods like formalizing family 

governance frameworks, hiring outside advisors, and carrying out succession audits to close these gaps. 

These actions can increase transparency, lessen reliance on founders, and better prepare leaders of the 

future. The report adds a practical, region-specific viewpoint to scholarly discussions on succession 

planning in Indian family businesses. 

Kumar, R., & Prasad, M. (2021) researched, using information gathered from 113 successor respondents 

spanning several generations, and how governance structures affect succession outcomes in family-owned 

businesses throughout Kerala. The study discovered a strong positive correlation between the perceived 

success of leadership transitions and formal governance mechanisms, such as succession charters, 

structured boards, advisory councils, and family constitutions. Importantly, it showed that this relationship 

is partially mediated by management succession planning, indicating that clear, forward-looking 

succession plans work best in conjunction with governance structures. Early successor identification, open 

role distribution, timeline planning, and frequent family-business meetings were among the key practices 

that were found. These have been demonstrated to lessen conflict and improve readiness for successors, 

particularly in businesses going through generational changes. Furthermore, a significant differentiator in 

businesses with more seamless transitions was the incorporation of non-family professionals into 

governance positions. 

Budhiraja and Pathak's (2018) the lack of formal grooming procedures, unclear successor roles, and 

emotional attachment by founders are the main obstacles to successful transitions, according to analysis 

of succession planning issues in Indian family-owned businesses. Lack of preparation and early 

communication frequently results in internal disputes and jeopardizes business continuity. Their research 

highlighted the importance of involving successors early on through organized mentoring and leadership 

training. To guarantee more seamless transitions, they suggested professionalizing succession planning 

through the use of written charters, outside consultants, and governance frameworks. The results 

demonstrate that succession is a strategic leadership process that calls for clarity, planning, and 

communication in addition to being a simple transfer of ownership. 
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6. Results of the study 

6.1 Percentage Analysis 

• Out of 150 respondents considered for the study, 70 per cent of the respondents are male, 40 per cent 

belong to the age group of 46–60 years and 41.3 per cent have completed their UG Degree. 

• It has been found out that 60 per cent of the respondents are son/daughter of the business founder. 

• With respect to nature of business 33.3 per cent belong to manufacturing, 36.7 per cent belong to the 

10–20 years since establishment. 

• It has been observed that 41.3 per cent of the annual turnover is ₹1–5 crores and 46.7 per cent has the 

maximum number of employees which is 11- 50 employees. 

 

6.2 Descriptive Statistics 

6.2.1 Challenges in Succession Planning 

Seven Statements have been considered for challenges in succession planning and the descriptive analysis 

revealed that in case of challenges in succession planning the highest mean score was found for the 

statement “There is emotional attachment that affects objectivity in planning” (3.96) and the lowest mean 

score was found for the statement “Resistance from non-family employees hinders successor acceptance” 

(1.85). 

6.2.2 Strategies adopted to manage succession 

As for the factor strategies adopted to manage succession seven statements have been considered for which 

the highest mean score was found for the statement “The business conducts regular family meetings to 

discuss future roles” (3.58) and the lowest mean score was found for the statement “Legal and governance 

structures (e.g., family charter) are in place” (3.09). 

6.2.3 Impact of challenges and strategies on succession outcome 

With respect to the impact of challenges and strategies on succession outcome five statements have been 

considered for which the highest mean score was found for the statement “Our succession process has 

been successful and smooth” (4.30) and the lowest mean score was found for the statement “Strategic 

succession planning improved long-term business continuity” (3.78). 

 

6.3 Analysis of Variance 

To examine whether perceptions related to succession challenges, strategies adopted, and succession 

outcomes differ across respondent and business characteristics, a one-way Analysis of Variance 

(ANOVA) was employed. The analysis was conducted using composite mean scores derived from 

Succession Challenges, Succession Strategies, and Succession Outcomes of the structured questionnaire. 

Key demographic variables—namely age group, educational qualification, role in the business, years in 

operation, and number of generations involved—were considered as grouping variables. This approach 

enables an objective assessment of how demographic and organizational factors influence succession 

planning dynamics in family-owned businesses. 

Ho: There is no significant difference in succession challenges/ succession strategies/ succession 

outcomes across different age groups of respondents. 
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Table 1 Demographic Overview Vs Succession Challenges, Strategies Adopted, and Succession 

Outcome 

Demographic Overview Succession 

Challenges 

Succession 

Strategies 

Succession 

Outcome 

F - 

Val

ue 

Sig  F - 

Valu

e 

Sig  F- 

Value 

Sig  

Age Below 30 years 1.96 0.102 NS 4.38 0.005 S* 5.12 0.002 S* 

31-40 years 

41-50 years 

51-60 years 

Above 60 years 

Education 

Qualification 

Below HSC 3.74 0.007 S* 6.28 0.000 S** 5.69 0.001 S* 

Undergraduate 

Postgraduate 

Professional 

Others 

Role in 

Business 

Founder/ 

Current Owner 

6.14 0.001 S* 9.92 0.000 S** 9.46 0.000 S** 

Successor/Next 

Generation 

Active Family 

Member 

Non-Family 

Manager 

Years in 

Operation 

5-10 years 4.21 0.007 S* 7.88 0.000 S** 6.53 0.001 S* 

11-20 years 

21-30 years 

Above 30 years 

Generation 

Involved 

First 

Generation 

7.36 0.000 S* 10.41 0.000 S** 11.88 0.000 S** 

Second 

Generation 

Third 

Generation 

Fourth 

Generation 

(Source: Computed data; NS – Not Significant at 5 percent significance; ** - Significant at 1 percent 

level; * - Significant at 5 percent level) 

 

The results inferred that demographic features play a significant part in determining succession planning 

in family-owned businesses. Age does not have significant influence on succession challenges; but it has 
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a significant effect on the strategies adopted and the ultimate succession outcomes, signifying that maturity 

and experience contribute to better preparedness and effectiveness. Educational qualification shows a 

significant connection with succession challenges, strategies, and outcomes, emphasizing the role of 

knowledge and professional exposure in managing succession transitions. 

The role played in the business significantly affects all three dimensions, indicating perceptual and 

practical differences between founders, successors, and professional managers in addressing succession 

issues. Years of operation significantly influence succession planning, with older firms demonstrating 

more structured strategies and improved outcomes due to accumulated experience. Further, the generation 

involved shows a highly significant impact across challenges, strategies, and outcomes, emphasizing that 

multi-generational businesses tend to adopt more formalized and strategic succession practices, leading to 

superior succession effectiveness. 

6.4 Correlation Analysis 

A correlation analysis was conducted using Pearson’s correlation coefficient. The analysis includes the 

composite variables derived from the questionnaire, namely succession challenges, succession strategies 

adopted, and succession outcomes, along with other relevant study variables. This analysis helps in 

identifying whether statistically significant associations exist between the variables and provides 

preliminary evidence to support further inferential analysis. The correlation matrix thus offers insights 

into how challenges and strategic interventions interact and collectively influence the effectiveness of 

succession planning in family-owned businesses. 

 

Table 2 Correlation Matrix for Challenges in Succession Planning, Strategies adopted to Manage 

Succession, Impact of Challenges and Strategies on Succession Outcome 

Source: Correlation is significant at the 0.05 level (2-tailed). 

 

To explore the relationships between the core variables of the study—Challenges in Succession Planning, 

Strategies for Succession Planning, and the Impact of Succession Planning—a Pearson correlation analysis 

was conducted. The results are summarized in the correlation matrix below. The analysis revealed a very 

weak and statistically non-significant negative correlation between Challenges in Succession Planning and 

Strategies (p = 0.598). Similarly, the correlation between Challenges and Impact was also weak and non-

significant (p = 0.693). These findings suggest that the level of challenges faced does not have a 

meaningful linear relationship with either the strategic measures taken or the perceived outcomes of 

succession. However, a significant moderate positive correlation was observed between Strategies for 

Variables Challenges in 

Succession 

Planning 

Strategies adopted 

to Manage 

Succession 

Impact of Challenges 

and Strategies on 

Succession Outcome 

Challenges in 

Succession Planning 

1 -.043 -.033 

Strategies adopted to 

Manage Succession 

 1 .204* 

Impact of Challenges 

and Strategies on 

Succession Outcome 

  1 
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Succession Planning and Impact (p = 0.012). This implies that effective and timely strategies are positively 

associated with successful succession outcomes. 

 

6.5 Regression Analysis and Path Modeling 

Regression analysis and path  odelling were employed in this study to investigate the impact of 

succession-related challenges and strategies on the effectiveness of succession planning in family-owned 

businesses. 

Ho: There is no significant impact of the independent variable on the dependent variable 

 

Table 3 Impact of Challenges and Strategies on Succession Outcome Vs Challenges in Succession 

Planning and Strategies adopted to Manage Succession 

Source: Computed 

 

The regression analysis aimed to evaluate how challenges and strategies related to succession planning 

impact its overall effectiveness in family-owned businesses. The model as a whole was found to be 

statistically significant, indicating that the independent variables—challenges in succession planning and 

strategies adopted to manage succession—collectively influence the dependent variable, which is the 

impact of succession planning. However, the model’s explanatory power is relatively weak, as reflected 

by the R² value of 0.042, meaning only 4.2% of the variation in succession outcomes is explained by the 

two predictors. 

Among the individual predictors, challenges in succession planning showed a negative regression 

coefficient, but this relationship was not statistically significant (p = 0.770). This suggests that while 

challenges exist, they do not have a measurable direct impact on the success of succession planning. On 

the other hand, strategies adopted to manage succession had a positive and statistically significant 

influence (p = 0.013). This indicates that the presence of structured strategies—such as formal planning, 

grooming successors, and stakeholder engagement—positively contributes to the perceived impact of 

succession planning. 

 

 

 

 

 

 

Independent Variables Regression 

Coefficients 

t - value P - value Sig. 

Challenges in Succession Planning -0.272 -0.294 0.770 NS 

Strategies adopted to Manage Succession 0.113 2.513 0.013 S 

R 0.205    

R Square 0.042    

F 3.239    

Significant Value 0.042    

Result Significant    
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Figure 1 Path Modeling 

 
Source: Primary 

 

The Path Modeling was conducted to visually and statistically represent the relationships among the three 

key constructs in the study: Challenges in Succession Planning, Strategies Adopted to Manage Succession, 

and Impact of Succession Planning. The path diagram was developed based on the regression analysis, 

depicting both the direction and strength of influence each independent variable has on the dependent 

variable.it highlights the central role of strategic preparedness in enhancing succession outcomes, while 

also indicating that the mere presence of challenges does not necessarily predict poor impact—especially 

when proactive strategies are in place. The visual path diagram reinforces these insights, providing a 

simplified yet informative depiction of the influence pathways in the succession planning process. 

 

7. Suggestions 

• To ensure openness and well-organized planning, family businesses should create legally binding 

governance instruments like advisory boards, succession charters, and family constitutions. 

• Early identification and training of successors is necessary through mentoring, leadership development 

programs, and a gradual integration into the business's operations. 

• Through family meetings, outside counselling, and legal advisory support, founders must be made 

aware of the value of surrendering control and letting go. 

• Planning rigor can be improved and biases can be decreased by enlisting the help of experts in 

succession planning, legal consulting, and auditing. 

• Potential disputes and resistance can be lessened by having open and honest conversations about roles, 

expectations, and succession plans within the family. 

• In order to guarantee a smooth generational transition, the emphasis should move from responding to 

problems to implementing proactive, strategy-driven practices. 

 

8. Conclusion 

The study comes to its conclusion that successful succession outcomes in family-owned businesses are 

significantly shaped by strategic interventions. Although difficulties are inevitable, they have little impact 

on the succession process when they are balanced by careful and organized planning. The hypothesis that 
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tactics like early successor grooming, professional advisory involvement, and formal governance 

structures positively contribute to the perceived impact of succession planning is supported by the 

empirical data from the Coimbatore District. The strength of strategic variables over challenge-based 

factors is confirmed by the regression and path analysis. In the face of generational shifts in Indian family 

businesses, it is crucial to acknowledge the challenges and, more crucially, implement long-term, forward-

thinking tactics. 

 

9. References 

1. Balaji, V., & Nithyananthan, V. (2024). Determinants of effective succession planning in family-

owned businesses: Evidence from Tamil Nadu. Journal of Family Business Strategy, 15(1), 45–58. 

2. Budhiraja, S., & Pathak, A. A. (2018). Succession planning in Indian family-owned businesses: 

Challenges and strategies. International Journal of Indian Culture and Business Management, 17(3), 

328–346. https://doi.org/10.1504/IJICBM.2018.092345 

3. Grant Thornton India LLP. (2023). Family Business Report: Charting the Future – Indian Family 

Businesses in Transition. Retrieved from https://www.grantthornton.in 

4. Kumar, R., & Prasad, M. (2021). Governance structures and their impact on succession outcomes in 

Kerala’s family-owned businesses. Emerald Emerging Markets Case Studies, 11(4), 456–472. 

https://doi.org/10.1108/EEMCS-07-2021-0258 

5. Lansberg, I. (1999). Succeeding generations: Realizing the dream of families in business. Harvard 

Business Review Press. 

6. Le Breton-Miller, I., Miller, D., & Steier, L. P. (2004). Toward an integrative model of effective FOB 

succession. Entrepreneurship Theory and Practice, 28(4), 305–328. https://doi.org/10.1111/j.1540-

6520.2004.00047.x 

7. Marques, J., Patel, A., & Singh, R. (2024). Mapping sustainable succession: A hybrid approach using 

cognitive mapping and ISM in family firms. Journal of Family and Economic Issues, 45(2), 211–230. 

https://doi.org/10.1007/s10834-024-09876-x 

8. Miller, D., Steier, L., & Le Breton-Miller, I. (2003). Lost in time: Intergenerational succession, change, 

and failure in family business. Journal of Business Venturing, 18(4), 513–531. 

https://doi.org/10.1016/S0883-9026(03)00058-2 

9. Rajendran, N., & Chandrasekaran, S. (2019). Succession planning and generational transition in Tamil 

Nadu family businesses: A regional study. International Journal of Family Business and Management, 

4(2), 45–53. 

10. Sharma, P. (2004). An overview of the field of family business studies: Current status and directions 

for the future. Family Business Review, 17(1), 1–36. https://doi.org/10.1111/j.1741-

6248.2004.00001.x 

http://www.ijfmr.com/
https://doi.org/10.1504/IJICBM.2018.092345
https://www.grantthornton.in/
https://doi.org/10.1108/EEMCS-07-2021-0258
https://doi.org/10.1111/j.1540-6520.2004.00047.x
https://doi.org/10.1111/j.1540-6520.2004.00047.x
https://doi.org/10.1007/s10834-024-09876-x
https://doi.org/10.1111/j.1741-6248.2004.00001.x
https://doi.org/10.1111/j.1741-6248.2004.00001.x

