
110

Grahams HD:Users:Graham:Public:GRAHAM'S IMAC JOBS:14423 - EE - SHARMA:SHARMA 9781781003619 PRINT

6.  The role of social capital in 
succession from controlling owners 
to sibling teams
Luis Cisneros, Mircea-Gabriel Chirita and 
Bérangère Deschamps

THE TREMBLAY CASE: SUCCESSION SCENARIOS 
AND THE PREDECESSOR’S DILEMMA

Returning from dinner with his younger son on a spring day, Martin 
Tremblay1 could not stop thinking about his dilemma. Until a few days 
earlier, he had thought he had devised a good succession plan that would 
allow his family business to continue to grow after his departure. One of 
his sons would be in charge of the family business, while the other would 
back him up. It would be like when he started his company, Tremblay 
Services Financiers Inc., back in 1976 with his long-time friend, Guy 
Dupont, as an equal partner. Martin was responsible for the company’s 
strategic decisions and Guy took care of the day-to-day management. 
Drawing upon his own first-hand experience as a business founder, 
Martin was considering transferring the company to his younger son, who 
had already expressed his willingness and commitment to playing the role 
of family firm leader. 

However, Martin soon learned that the implications of his succes-
sion plan transcended the frontiers of business into the realm of family 
life. In the space of one day, he made a complete reversal of his decision 
and decided to transfer the company to his older son, who had worked 
in the company longer than his younger son, and who was well-known 
and respected by the business community. However, this change of 
plans understandably upset his younger son, who threatened to leave the 
business.

Martin never thought that retiring from his business and passing the 
torch would be the most difficult decision he ever had to make. Although 
it had been a tremendous challenge to found the financial services 
company, things had seemed simpler back then. Martin and Guy started 
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small; however, their company grew rapidly, climbing into the top ten 
of the financial services providers in Quebec. As the company expanded 
they required additional forces to support its growth. Ten years after 
founding their firm, the co-founders invited Martin’s older son, Philippe, 
to join the company, and agreed to give him free reign to expand the  
business. 

At this time, Philippe already had six years’ experience in the financial 
services industry. With his prior experience and his network of contacts, 
he quickly started developing an effective strategy to capture market 
share. He hired more people, creating teams that he then led. He focused 
on new markets and within ten years the company needed another person 
on the same level as him. 

Martin and Philippe decided to ask Antoine, Martin’s younger son 
(Philippe’s brother), who was at that time an insurer in Toronto, to come 
back to Montreal and work for the family business. Antoine agreed but 
asked to become a shareholder in return. The business continued to grow 
because of the brothers’ dynamic and complementary skills. The resource-
fulness and business savvy of his sons made Martin realize that they were 
well prepared to succeed him.

In 1997, Guy Dupont experienced health problems and decided to sell 
his shares. As the company had grown and had an excellent reputation, 
Philippe and Antoine were able to obtain a joint personal loan to acquire 
50 per cent of the company’s shares from Guy Dupont for $2 million 
dollars. Following Guy’s departure, Philippe and Antoine rapidly took 
on more responsibility. Philippe became the vice president of marketing 
and sales and Antoine became the vice president of human resources and 
operations. 

In 2003, after deep reflection and several discussions, Martin considered 
transferring the leadership of Tremblay to Antoine, especially as Philippe 
did not show much interest in the chief executive officer (CEO) position. 
As Martin observed: ‘Philippe is a talented salesman. He would be happy 
if the only thing that he did was selling. Management bothers him.’ 

However, not only was Philippe the older son, he had worked at 
Tremblay longer than his brother Antoine. The financial services indus-
try watches for symbols, and if Philippe was not appointed the CEO of 
Tremblay, it might be seen as an indication of his incompetence. Not sur-
prisingly, Antoine was hurt by his father’s change of heart and expressed 
his disappointment during dinner with him. Antoine expressed this senti-
ment as follows: ‘My father had told me that I would be the President. He 
told me afterwards, during a meal, that it would be a co-lead. It was like 
giving candy to a child, and taking it back immediately after. Maybe my 
father felt obliged.’
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Unsure what to do, Martin Tremblay started asking others for advice. 
He needed to answer two critical questions: as both his sons were working 
for the firm, to whom should he pass on the family business? How could he 
ensure that the company would be properly managed after his retirement, 
and that it would not lose its good reputation? 

INTRODUCTION

The Tremblay case illustrates a frequent dilemma for incumbents: to 
choose a single successor or to transfer the business to several (or even 
all) children? The growing complexity of the business environment, the 
need for complementary skills and the time-consuming process of build-
ing social capital (SC) has made the pathway of transferring an enterprise 
from controlling owner to sibling partner leaders very desirable. Such a 
transfer of leadership to multiple family members within family enter-
prises has become common practice (Cater and Justis, 2010). According to 
a study conducted by MassMutual (2007) in the US, 42 per cent of family 
firm (FF) owners consider transferring their companies to a team of suc-
cessors rather than to a single successor. Mazzola et al. (2008) observed 
that in an environment that is favourable to the transfer of leadership to a 
team of successors, tacit knowledge can be transmitted effectively because 
of affinities among family members.

This chapter aims to understand the process of the transfer of SC from 
controlling owners to sibling partners during the succession process. Six 
French-Canadian family firms that have experienced such transfers are 
examined. Results indicate that the transition from a controlling owner to 
a sibling team entails the alignment of individuals’ responsibilities accord-
ing to capabilities and interests as was done in the Tremblay case. The 
transition process also includes the transfer of internally focused structural 
SC. This is followed by the gradual transfer of externally focused relational 
SC, wherein the senior generation introduces the sibling partners to appro-
priate networks that relate to their responsibilities in the organization (cf., 
Nahapiet and Ghoshal, 1998). 

Thus, the transfer of tacit knowledge, as an element of structural 
capital, was found to be a precursor to the collective succession creat-
ing the premise for the formation of a sibling team. The importance 
of networks and reputation, as essential elements of relational capital, 
had a trigger effect on the sibling team succession. This study indicates 
that sibling team succession may be a promising solution to retain 
and augment the SC of a FF as the company is passed to subsequent  
generations. 
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LITERATURE REVIEW

Family Succession to Several Heirs

Despite succession being one of the dominant topics in FF literature 
(Ward, 1987; Allouche and Amann, 2000; Sharma, 2004; Chua et al., 
2003), family succession to several heirs has not been explored in-depth. 
Although models for the succession process present the issue from dif-
ferent perspectives, authors have ultimately shown that the succession 
process is a complex one. The complexity primarily arises from the 
numerous actors (family members, employees, shareholders, stakehold-
ers) within the family and the organizational system (Cadieux, 2007; Le 
Breton-Miller et al., 2004; Brockhaus, 2004) impacted by the process, and 
also because of the dual transfer of leadership and ownership. However, 
most of the literature on FF succession only looks at the relationship 
between predecessor and successor from a one-to-one perspective, without 
considering the possibility of transferring the leadership from one prede-
cessor to several heirs. Although there are a number of authors (Aronoff, 
1998; Gersick et al., 1997; Cadieux et al., 2002; Sonfield et al., 2005; Cater 
and Justis, 2010) who do point out that there may be cases where more 
than one successor is involved, they do not explore this idea further.

To present the FF transfer from controlling owner to sibling partners, 
we adopt the four-phase model of family business succession proposed 
by Handler (1994) for transfers of leadership from a single predecessor to 
a single successor. According to Handler (1994) and Cadieux (2007), the 
succession process can be divided into four main phases, namely incuba-
tion, implementation, joint management and new leadership and predeces-
sor’s disengagement. (1) During the incubation phase, the predecessor is the 
dominant actor. He manages and controls the firm. The process of leader-
ship transfer begins at home, where the successor (the heir) is conditioned 
in the family values and where the predecessor plays a key role in instilling 
in the successor an interest in the FF. It is during this first phase that the 
successor is initiated into the daily workings of the firm, and he/she then 
either does or does not show interest in the family business. (2) During the 
implementation phase, the successor officially joins the firm. The predeces-
sor assigns him/her tasks and gives him/her operational and administrative 
responsibilities. It is at this point that the successor shows his/her willing-
ness to take over the leadership of the company. Following an informal or 
formal evaluation of potential successors, the predecessor chooses the suc-
cessor. (3) The joint management period is characterized by the develop-
ment of an even closer relationship between successor and predecessor as 
they collaborate to lead the family business. The predecessor then designs 
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potential career paths for the successor. Over time, important projects and 
responsibilities are assigned to the successor. A timetable is established for 
the transfer of leadership by the predecessor to the successor. In addition, 
the firm’s leader begins the transfer of ownership to the successor and the 
SC (Arrègle et al., 2004). (4) Finally, during the last phase of new leader-
ship and disengagement, the predecessor retires. Leadership and ownership 
transfers are complete. The successor takes over the leadership of the 
organization, signalling the end of the succession process. 

Social Capital 

(a) Social capital and the family firm
The family is a social system endorsed by rules and customs to take care 
of its members’ needs (Kepner, 1983). Tradition, stability, loyalty, trust 
and interdependency are key elements to the functioning of the family and 
need to be explored to understand its operation. These elements maintain 
cohesion between family members over time and events. They are essential 
in interpersonal relationships based on emotion, affection and a sense of 
responsibility and loyalty. According to Arrègle et al. (2004), when family 
members are involved in a FF, the learning acquired within the family 
seeps through into the management of the company. As it strongly con-
tributes to building the behaviour and thought patterns of its members, 
the family has a direct impact upon the formation of a firm’s SC. In the 
same vein, Car et al. (2011) considered that the SC of a FF is not simply 
a reflection of the organizational characteristics, processes, markets, 
products and services or customers, but represents unique and inimitable 
resources derived from the family system, in turn influencing and ulti-
mately defining the FF itself. 

Indeed, Salvato and Melin (2008) found that FFs create financial 
value over generations through their capacity to renew and redesign their 
social interactions inside and outside of the controlling family rather than 
through a specific resource or from higher-level combinative capabilities. 
Arrègle et al. (2004, 2007) then linked the competitive advantage of family 
businesses to the creation of SC and the ability to transmit it from one 
generation to another. However, the competitive advantage resulting from 
the SC of an FF tends to reverse when the founder retires (Coeurderoy and 
Lwango, 2008). 

The SC transfer to following generations represents a critical challenge 
for FFs, as a growing number of them maintain their economic stability 
through intangibles such as personal business contacts and networks (De 
Freyman et al., 2007). Despite widespread agreement among scholars 
that SC represents the ultimate explanation of the competitive advantage 
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of FFs, the crucial issue of the sustainability of this advantage is largely 
unstudied. Long and Chrisman (2013) inferred that research on FF succes-
sion would benefit from a closer look into the development of a successor’s 
relational skills, credibility and SC.

(b) Forms of social capital 
Nahapiet and Ghoshal (1998: 243) defined social capital as ‘the sum of 
the actual and potential resources embedded within, available through, 
and derived from the network of relationships possessed by an individual 
or social unit’ and proposed a model of organizational SC based on three 
distinct but highly interrelated dimensions. These dimensions are: (1) 
structural (knowledge, links and network configurations), (2) relational 
(trust, norms, obligations, identification with the group, relationships and 
contacts), and (3) cognitive (shared representations, interpretations and 
systems of meaning). 

Based on their review of previous empirical studies focusing on the influ-
ence of intangibles in the success of companies, Durst and Güldenberg 
(2009) revisited the classification of SC by Nahapiet and Ghoshal (1998). 
They proposed a classification taxonomy that divides SC into three sub-
groups: human, structural and relational capital. Human capital includes the 
skills that employees acquire on the job, through training and experience. 
Structural capital refers to four aspects, which are innovative capabilities, 
company culture, knowledge management and organizational structure. 
Relational capital is divided into customers and networks (Durst and 
Güldenberg, 2009). We should also include here the perspective proposed 
in De Castro et al. (2004): they considered that reputation determines the 
configuration of relational capital of each firm and has a moderating  
role. 

In this chapter we concentrate our attention on structural and relational 
capital: while structural capital emphasizes the quantity of relations, 
relational capital emphasizes the quality of relations in organizations 
(Granovetter, 1992). We focus on tacit knowledge (as part of structural 
capital) and networks and reputation (as part of relational capital). 

Our decision to especially focus on tacit knowledge and networks for 
the purpose of this study is underpinned by the OECD2 definition of SC as 
‘networks together with shared norms, values and understandings which 
facilitate cooperation within or among groups’ (OECD, 2009: 103). 

Knowledge is considered by many to be a company’s most valuable 
strategic resource (Conner and Prahalad, 1996; Grant, 1996). Indeed, 
Grant (1996) advanced the ‘knowledge-based view of the firm’, recogniz-
ing it as the most significant source of competitive advantage. 

Malecki (1997) captured the quintessence of knowledge when he 
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defined it as know-what (facts), know-how (tacit knowledge), know-why 
(science) and know-who (networking). Tacit knowledge (know-how), 
which includes talents and skills, managerial systems and routines and 
values and norms, represents approximately 80 per cent of a company’s 
valuable knowledge resources (Leonard-Barton, 1995). The concept of 
tacit knowing was introduced by the philosopher Michael Polanyi, who, 
in his famous book The Tacit Dimension, asserted that, ‘we know more 
than we can tell’ (1966: 4). Nonaka and Takeuchi (1995: 7) defined tacit 
knowledge as ‘personal knowledge embedded in individual experience and 
involving intangible factors such as personal belief, perspective and value 
system’. They contrast this with the other kind of knowledge, ‘explicit 
knowledge’. Contrary to explicit knowledge, which ‘can be articulated in 
formal language including grammatical statements, mathematical expres-
sions, specifications, manuals and so forth’ (Nonaka and Takeuchi, 1995: 
8), tacit knowledge is known for the difficulties encountered when sharing 
it with others. According to Nonaka and Takeuchi (1995), the process 
that transfers tacit knowledge from one person to another is socializa-
tion. Sandoval-Arzaga et al. (2011) considered that the family business 
represents a context favourable to knowledge transfer. Particular mention 
should be made of the model proposed by Cabrera-Suarez et al. (2001) 
regarding the integration of knowledge by the successors of a family busi-
ness. For these authors, the competitive success of FFs is based on the 
‘tacitness of the knowledge’ embedded in their distinctive resources (com-
mitment, networks, trust and reputation).

(c) The role of social capital in the family firm succession
Durst and Güldenberg (2009) reviewed empirical studies on the influence 
of SC components on companies’ success and reached the assumption 
that if these intangibles have an impact on companies’ success they may 
be relevant in terms of companies’ succession. Pasi (2004) showed that the 
transfer of knowledge and networks plays a crucial role in FF succession. 
For Cabrera-Suarez et al. (2001), succession in modern-day FFs is largely 
a process of transfer of tacit knowledge. Furthermore, for many FFs, stra-
tegic advantages reside in the SC that has been developed over the years 
and is not easily traded or transferred (Steier, 2001). 

According to Steier (2001), the importance of SC transfer and manage-
ment is evident for FFs engaged in a succession process. Steier (2001) sug-
gests that the transactional content of relational capital may change from 
one generation to another during and after the succession process, as the 
weak ties (those not strongly linked to resources) would fade. For Long 
and Chrisman (2013), a successor’s SC and his/her willingness and commit-
ment to assume the role of FF leader are critical to the succession process. 
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Using the conceptual lens offered by SC literature, we further examine 
the key role played by SC, and more specifically tacit knowledge, networks 
and reputation in the transfer from controlling owner to sibling partners 
in an FF.

METHODS

The methodology used to explore the transfer process of the FF from 
controlling owner to several sibling partners is qualitative, exploratory 
and based on multiple case studies. In addition to the Tremblay case, we 
examined five other family business succession cases of FFs located in the 
province of Quebec, Canada. 

Exploratory Qualitative Research

As there is scant literature that looks at the transfer of FFs to sibling 
teams, this study’s exploratory approach provides a better understanding 
of the issues involved (Sekaran, 2003). Indeed, the case study approach 
is particularly useful for generating new knowledge in such exploratory 
situations where there is no clear, single set of outcomes (Patton and 
Applebaum, 2003).

Eisenhardt (1989) stated that randomization is not necessary when 
selecting cases for study. On the contrary, cases need to be strategically 
selected in relation to the relevant theoretical background (Patton and 
Applebaum, 2003). We chose FFs located in the same region (Quebec, 
Canada) with the following characteristics: private enterprises where the 
capital was entirely held by the family running the business, were small to 
medium-sized enterprises (SMEs) and had experienced a successful succes-
sion. Within the context of this research, a successful succession means: (1) 
the harmonious transfer of intangible capital, leadership and ownership 
(that is, the arrival of the successors had a positive impact on the financial 
performance of the enterprise – growth, increase in revenues, innovations, 
new markets); (2) the successors hold a majority share of the FF’s capital; 
(3) the other siblings are satisfied with the new distribution of roles within 
the FF; (4) and the shareholders (often confused with the members of the 
family) are satisfied with the outcome of the succession. 

Data were collected through personal, semi-structured interviews 
(primary sources) and from workshops (secondary sources). Interviews 
were conducted during formal meetings. In each firm, the predecessor and 
all successors were interviewed. In addition, in all except one case, an addi-
tional stakeholder (a third-party adviser involved in the transfer of leader-
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ship) was also interviewed. Twenty-eight interviews, lasting an average of 
two hours, were conducted (see Table 6.1). 

Six separate, extensive case studies were elaborated from the data gath-
ered from primary and secondary sources. To improve internal validity, 
the analysis was presented to respondents for discussion purposes (inter-
views and workshops) and the data were then triangulated. 

All six firms selected to complete the study are success stories in terms 
of turnover and staff growth. Four of them (firms D, J, M and T) have 
even won awards for the quality of their succession. Three companies are 
now managed by the second generation and the other three by the third 
generation. 

ANALYSIS AND DISCUSSION 

We present the results of our research using the framework provided by 
Handler’s four-phase model of family business succession (1994).3

Table 6.1 Description of interviewees

Sector of activity Predecessor Successors Others

Firm B Construction Father 1 son,  
1 daughter 

External member of 
the board

Succession adviser 
Firm D Plumbing and 

heating supplies
Father 3 sons Succession adviser 

Firm H Hydrocarbon 
processing 
industry

Father 2 sons,  
1 daughter 

Accountant 

Firm J Construction Father 2 sons,  
1 daughter 

Accountant

Firm M Machining Father 2 sons,  
1 daughter 

Succession adviser

Firm T Financial services Father 2 sons *

Note: *Unfortunately, the adviser passed away at the time of our study into the 
succession.
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Family Business Succession Process 

Incubation and transfer of tacit knowledge through socialization with the 
family firms 
None of the successions we studied were initially planned as a succession 
to several family members in shared leadership. The child already involved 
in the firm was the initiator of the shared leadership, motivating his/her 
siblings to join the company. As we will see further, once the other sibling 
(or siblings) joined the FF and was socialized within the firm (and SC was 
transferred to him/her), the predecessor found it difficult to opt for a single 
successor and to then justify that choice. 

For all of six firms, one of the most critical elements of the incubation 
phase was the beginning of the tacit knowledge transfer: the process of 
the successors learning how all elements of the firm were connected and 
coordinated. This phase was about socialization within the FF, being the 
primary process in the transfer of tacit knowledge to the potential succes-
sors. That said, in every case the successors’ personal commitments were 
the determining factor for learning tasks and procedures within the FF. 

Implementation and the transfer of networks
In this phase, the incumbent started to actively transfer knowledge and 
networks to the successors to train them to cope with the business envi-
ronment of the FF. The predecessors gradually acquainted the successors 
with their business contacts and networks. There was a large degree of 
hands-on involvement of the incumbent and successor in the transfer 
of network contacts. In all six cases, the predecessor made sure that he 
passed on his network of contacts and gradually introduced his children 
to the most important stakeholders of the FF: ‘My father introduced us, 
my brother and me, to the people we would be doing business with . . . the 
clients, the banker, the agents . . . he let us work with them gradually’ (suc-
cessor Philippe, Firm T). 

It should be mentioned that the transfer of networks has been closely 
connected in the beginning with the transfer of managerial responsibility. 
This was particularly evident in cases D, J, M and T. In these cases, the 
network transfer to successors strengthened their sense of legitimacy and 
their recognition by the business community; thus, it provided the founda-
tion for sibling team succession.

The transfer of tacit knowledge continued during the entire implemen-
tation phase as the successors began to take responsibility for the FF’s 
operations. 
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Joint management: between leadership and letting go
The predecessors gradually delegated their functions, projects and respon-
sibilities to their children. However, despite having handed over the firm 
leadership to their children, the incumbents kept controlling shares, and 
therefore their right to supervise the management of their successors. 
During this period, the fathers often felt that the children were going too 
fast. ‘When my children started making purchases I was worried . . . I 
thought they were going too quickly and weren’t taking into account the 
time you need to run several firms. I was tempted to make them reconsider 
their decision . . . even though I didn’t actually do it’ (predecessor, Firm 
B). The predecessors did, however, give their successors enough autonomy 
so that they felt that they could innovate and use their initiative: ‘My 
father let us make decisions, even if we lost money a few times. Later, he 
confessed he had made provisions so that we could take risks, and he had 
planned to intervene if we lost more than the amount for which he had 
made provision’ (successor Julia, Firm H). 

The predecessor retained a measure of control for a time, allowing the 
transfer of SC (in terms of tacit knowledge and network contacts) to con-
tinue. In this phase of the succession process, the SC transfer was accord-
ing to the roles and the responsibilities of successors within the FF. They 
took operational decisions individually according to each of their roles 
within the FF, while strategic decisions were taken together. In each case, 
the predecessors accompanied the successors to train them and to advise 
them in making strategic decisions. The incumbent played a mediator role 
between successors.

New leadership and predecessor disengagement 
In this phase, the sibling succession teams assumed FF leadership. 
However, at the time of our research, the predecessors in firms B, J, T and 
H had not completely left the company. They were still physically present, 
even maintaining their initial offices. While they no longer directly par-
ticipated in decision-making, they still wanted to be kept current with the 
business: ‘I do insist that my children keep me regularly informed about 
how current projects are progressing, and about new projects. I can still 
give good advice, after all!’ (predecessor, Firm J). The successors still con-
sulted their predecessors regarding strategic decisions. The predecessors 
continued to play a mediating role between the successors and the firm’s 
employees: ‘I often go talk to our employees, or they come to talk to me. 
They tell me what they think about the firm or the way my children are 
running it. I listen to them, and I offer them advice before I go and talk to 
my sons’ (predecessor, Firm T). In firms H and M, the predecessors had 
entirely disengaged. The management board (Firm M) and the advisers 
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(Firm H) substantially contributed to ensuring that the timing for disen-
gagement was respected. 

In this stage, the transfer of SC was completed in all six cases, and suc-
cessors worked to further develop it. They especially considered network-
ing as an entrepreneurial resource that requires continual development 
and management to maximize its effectiveness. In all six cases, the suc-
cessors expanded the networks of the FF. Most successors became active 
members in organizations that support and bring together businesspeople; 
for example, one of the successors of Firm D is the former president of 
YPO Montreal.4

Summary of findings In all six cases, the transfer of the tacit knowledge 
started during the incubation period and was amplified during the imple-
mentation period; the transfer of networks mainly started during the 
implementation phase. The decision to transfer the FF to the sibling team 
occurred in all six cases in the third phase of the succession process, that 
is, the joint management phase. During this phase, the transfer of tacit 
knowledge and networks continued, but was according to the successors’ 
roles within the FF. In the last phase of succession process (that is, new 
leadership and predecessor disengagement), the sibling succession teams 
fully assumed leadership and started expanding SC, while the predecessor 
retained a mentor’s role.

A Model for Sibling Team Succession

This study illustrates how the early transmission of intangible capital to 
children working in an FF creates the premise for the transfer from con-
trolling owner to a team of sibling partners. In the cases studied, the idea 
of transferring the firm to several successors came as a result of the strong 
performance of the children within the company and their appropriation 
of intangible capital (structural and relational). The predecessors subse-
quently felt that it was time to retire, as the next generation was ready 
to take over and continue their original mission. The family then got 
involved, with a gradual move towards a sibling team succession.

We can conclude that the FF transfer from controlling owner to sibling 
partners emerged as a response to: (1) the requirements of the predecessor 
who wished to designate one successor but had welcomed more than one 
of his children into his business; (2) the willingness of the child already 
in the firm to be supported by his/her sibling(s) as co-leaders of the firm; 
(3) the gradual appropriation of the structural capital by the successors 
working in the family business; and (4) the need to preserve and enhance 
relational capital. This trend is more obvious for FFs operating in the 
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services sector that require significantly higher levels of relational capital, 
namely increased confidence in relationships and access to information 
and knowledge intrinsic in relationships.

The Role of Social Capital in Sibling Team Succession 

Structural capital as a precursor of sibling team succession
As mentioned above, the sibling collective successions in our case studies 
were not planned. Either one child was already present in the firm and 
invited his/her sibling(s) to become involved, or several children previously 
worked in the firm, and some of them decided to manage it together. It is 
interesting to highlight here that these successions with several children 
emerged gradually. In almost all cases, the father wanted to share owner-
ship equally among all of his children, and he wanted to designate one 
child to be the successor, which is similar to the work of Cater and Justis 
(2010). It should be noted that the successors, who were not sought by 
the incumbent for the leadership role, did not join the FF because there 
were tailor-made positions for them. Instead, they joined the FF to meet 
existing needs (there were vacant positions for which their competen-
cies fit). They actively participated in the appropriation of knowledge 
and skills that they rendered mutually interdependent. They showed 
strong commitment and motivation to collectively face problems and  
challenges.

Finally, the members of the sibling succession team were competent 
and had complementary profiles (confirmed by psychometric testing) 
(Harper, 2008). Their complementary profiles contributed to the creation 
of a holistic and collective decision-making process. This is in contrast 
to the situation experienced by the predecessor. When the company was 
set up, the founder needed to be versatile and to play a number of roles, 
from salesman and bookkeeper to head marketer and bill collector. He 
was the one who established the business network. However, it is impor-
tant to note that a FF’s growth requires the development of networks 
and the assembling of both diverse and complementary skills. Thus, 
we found in the companies studied here that as the children joined the 
family business they were assigned different operational responsibilities 
and they made decisions as collegial teams.5 This facilitated the transfer 
of tacit knowledge from predecessors to successors, and also between  
successors.

During the joint management phase, the management team constituted 
both predecessor and successors. The incumbent did not rein in innovative 
behaviour when he was acting in the capacity of mentor. While he retained 
control shares of the firm, he allowed his successors to act on their ideas 
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and to take risks. He operated between controlling and letting go. This 
idea is important and has nuances of the proposition of Cater and Justis 
(2010); they state that the failure to release control by prior generation FF 
leaders inhibits the development of shared leadership. Here the predeces-
sor, from his position in the background, stabilizes the processes.

Relational capital as a trigger for sibling team succession 
Relational capital as part of family business SC covers several aspects, 
from relationships with suppliers and customers to image and reputation. 
This exploratory study confirms that relational capital is a fundamental 
asset for FFs. All six companies acknowledged the importance and neces-
sity of properly transferring relational capital to the next generation. 
Moreover, our findings show that family succession teams increased exist-
ing relational capital in terms of networks.

In the studies referred to in this chapter, of all the elements of relational 
capital, reputation was mentioned most. Reputation (that is, stakeholder 
perceptions with regard to an organization’s ability to deliver valued out-
comes) provides the firm with an asset that influences subsequent perfor-
mance (Rindova et al., 2010).6 Thus, the transfer of leadership within the 
FF must neither bring prejudice to its reputation nor arouse the suspicions 
of stakeholders about the firm’s new leaders.

In the case of Firm T,7 the fear of losing the company’s good reputa-
tion was a strong argument for Martin Tremblay to decide to transfer the 
companies to both his sons. Both sons had gradually appropriated the SC 
of the FF in terms of tacit knowledge and networks, and this facilitated the 
FF transfer to their sibling partnership. 

Successors also gradually became accustomed to shared leadership. In 
the case of Firm J, the predecessor entrusted each of his children with dif-
ferent executive roles within the company, knowing that they had comple-
mentary profiles. The predecessor organized the transfer of leadership and 
SC (Arrègle et al., 2004), putting each child in contact with the stakehold-
ers concerned. As successors were each introduced to different stakehold-
ers, the process of sibling team succession was accelerated, and they could 
strengthen and further develop the existing networks independently.

LIMITATIONS

This research is not without limitations. The qualitative study of the six 
Canadian (Québec-based) FFs does not allow inferences to be made as to 
whether or not the results would also apply to family business successions 
in other countries. Furthermore, we only studied cases where the sibling 
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team succession was successful, where the successors had increased the 
SC of the family firms, especially in terms of networks. We feel it would 
be worthwhile to study sibling team successions that were unsuccessful. 
In addition, to provide external validation of our results, it would be 
conceivable to formulate a questionnaire, based on the elements identi-
fied by the present study, to collect data from a statistically representa-
tive sample of successions in FFs. We could then turn our attention to 
hybrid collective successions (composed of both family members and FF  
employees). 

CONCLUSION

The purpose of this study was to examine the role of SC in FF succes-
sion from controlling owners to sibling teams. One of the contributions 
of this study is the linking of the four phases of the succession process to 
the transfer of different types of SC and the role of incumbents and suc-
cessors: (1) incubation, the beginning of the tacit knowledge transfer and 
successors’ commitment to acquire such knowledge; (2) implementation, 
the beginning of network transfers and the continuation of tacit knowl-
edge transfer, and the incumbent is actively involved in their transfer to 
successors; (3) joint management, the oriented transfer of tacit knowledge 
and network contacts towards successors according to their role and 
responsibilities within the FF and the incumbent takes a mediation role 
between successors; and (4) new leadership and predecessor disengagement, 
the transfer of SC is completed and successors start to expand it, and the 
incumbent retains the mentor role.

The introductory case highlights the fact that the transfer of SC to suc-
cessors begins before either the transfer of ownership or leadership in the 
family business. Both of Martin Tremblay’s sons gained credibility and 
legitimacy as potential successors through their integration of the FF’s 
networks and their desire to enlarge it. Subsequently, their appropria-
tion of the tacit knowledge of the FF and their willingness and commit-
ment to assume its leadership constituted key elements for their sibling 
partnership.

The analysis of six cases of successful successions further allowed us 
to identify tacit knowledge as a precursor to sibling team succession, 
and to acknowledge the importance of networks and reputation, which 
have a trigger effect upon sibling team succession. Finally, this study sug-
gests that sibling team successions are a promising solution to retain and 
strengthen the SC of a FF as the company is passed on to subsequent  
generations.
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NOTES

1. Names have been changed for confidentiality reasons.
2. Organisation for Economic Cooperation and Development.
3. See ‘Family succession to several heirs’. 
4. The Young Presidents’ Organization (YPO) is a global network of young CEOs, with 

approximately 18,000 members in more than 100 countries.
5. Except in the case of Firm B.
6. According to Rindova et al. (2010: 611), reputation is a sociocognitive construct, which 

is ‘characterized by two dimensions – quality and prominence – that together determine 
its value as an intangible asset contributing to firm competitive advantage’.

7. The Tremblay case presented at the beginning of the chapter.
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