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ABSTRACT

decision making, succession, family business
Around 80% of the existing companies in the world are family businesses since they are
run by members of a single family. Regardless of size, micro, small and medium companies
have been grouped and studied as if they were the same. However, the larger the size, the
more complex the companies become, so that decision- making is not handled in the same
way.
This research aims to analyze the performance of the decision-making variable in mediumsized family businesses during the succession process, expose the aspects that put the
survival of the same at risk and present the alternatives that allow improving the
management of this type of business. This investigation was carried out through a Case
Study.

1. INTRODUCTION

management system that helps minimize the risks of survival.

One of the main objectives of Family Businesses is to
maintain the direction of the business through the generational
changeover. The succession process is mainly experienced by
two figures: the owner or leader of the company and the
successor(s) belonging to the next generation. In several
studies it has been revealed that succession is one of the main
causes of mortality for these companies [15, 20].
Avloniti and his collaborators have found that most of the
research on succession in the family business, has focused on
improving the training of family members to deliver the
business to the next generation, while very few studies
approach succession as a factor of their survival. This research
focused on analyzing the behavior of the decision-making
process within a family business, which could have some lack
of control because of the influence of the succession process,
which could put the continuity of the business at risk.
Currently, a problem faced by MSME is the uncertainty of
their continuity caused by their constant closure and opening.
The death rate of companies in the first years of their existence
is similar throughout the world; an example of this is that in
Mexico 10% of businesses reach 10 years in business [19]. The
damage generated by the premature death of companies affects
the welfare of workers, communities and the economy of the
regions [7].
The survival figures of family businesses in general, after
the succession process are: 30% of companies go from a first
to a second generation; from a second to a third generation,
10% survive; and finally, in the fourth generation only 4% of
them survive [12, 16].
In this study, the situation of a medium-sized family
business that was in the process of succession is analyzed
through the collection of data through interviews with various
key people of the company. All the data collected was
analyzed through the triangulation of the theory collected and
the information processed. This allowed obtaining results that
can offer outgoing and future leaders a proposal to improve the

2. BACKGROUND
2.1 Family businesses
The Micro, Small and Medium enterprises (MSME) are the
mainstay of the economy of most countries because they are
the main source of employment and because of their
contribution to GDP [1]. Between 65% and 80% of the total
global companies are being controlled by families, which are
known as family businesses. [5] defined family businesses as
businesses that are managed by members of the same clan,
who seek the main benefit for the family and that its direction
is maintained through their generations.
One of the biggest challenges for family businesses is “to
achieve an optimal balance between property, family and
management, which can favor positive interaction both in the
family and in the company, through communication and
management of the company's system” [16]. For companies
that are micro and small, the exercise of governance is simple,
since the proximity between the manager and his family with
the personnel and business processes is very close; the
supervisory exercise can be controlled. Within these entities,
it is common to find that they do not have or that they have
very few people who have any academic specialization
directed to the company's rotation, so the establishment of
strategies is generated on an intuitive basis and experience of
the director of the same company. Commonly, they do not
have an organized management system, since they do not pay
much attention to the configuration that their government has
because their organization is relatively simple.
When companies evolve and become medium-sized, they
begin to experience internal problems due to the inadequacy
of the management generated by growth, which should lead
them to think about the formalization of management.
However, this step is difficult for family businesses since they
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seek to maintain the same form of administration already
instituted, which may even represent a family tradition.
One of the steps to achieve the formalization of the
management, [16] recommends the implementation of the
different Instruments of Order, which are different groups of
people and documents that have been convened and created so
that the directors, family and staff of family companies
achieve consensus in situations such as the search for
strategies, resolution of conflicts, find proposals for
improvement, create future plans, and perform restructuring,
among other important issues of the company. Among the
instruments of order used in family businesses are found:
Family council, Constitution or family letter, Family protocol,
Administrative Council.
It is important to emphasize that in these instruments of
order, not only rules and procedures are established, but they
are also: bearers of family values, they remind them of
all the foundations of the business project and represent the
guarantees of family cohesion.
Between 60% and 80% of the total global companies are
being controlled by families [9, 1]. The way in which
entrepreneurs have run and organized their businesses is
similar to that of their homes: the founding entrepreneur
exercises the position of father in the company and in his
family, which has the obligation to take care of economic
interests. They seek to maintain control of the companies alone.
They keep very closed, they do not have the habit of seeking
external support or advice to fix family situations within the
business. For most managers, these supports represent a high
and complicated cost. In the case of Mexico, there are very few
Mexican companies that have instruments of order that help
them to better exercise their governance.

that decisions be made constantly, which is very risky when
managers, successors and others are not prepared to do so or
do not have the support tools to carry it out.
3. DECISION MAKING
Decision making is a process that is present in the
performance of all the administrative functions of the
companies; it is carried out in the nucleus of planning,
organization and control activities, which is why it is
considered a common activity that is fundamental for the
organization.
In family businesses, during the process of succession,
decision-making is affected consciously and unconsciously
before the changes that are approaching; Such affectations can
become negative, which can cause risk to the survival of the
company.
It is common that in most of these family businesses, that
the director participates directly in the various processes of the
company and is the one who makes the decisions. The
decision-making process is complex, involves a lot of
responsibility and risks, so it is necessary that decision makers
are aware and seek the most appropriate way to do it. In family
businesses there is still no perfect mechanics for decisionmaking, intuition and experience are generally taken as a basis
[12]. This way of making decisions is insufficient when the
company is larger than the small size, because the complexity
of it deserves decisions to be made through more formal
mechanisms, this means using instruments of order and control
tools as reports, formats, etc. which must be adequate to the
needs of the company.
During the succession in family businesses, the decisionmaking process is extremely compromised. One of the main
decisions made in the company is to choose the successor, this
action depends largely on the permanence of the company.
Work experience and the feeling of commitment to the
company are two of the main requirements for a successor,
however recent studies highlight the importance of having
specialized academic knowledge regarding the activity carried
out by the company.
Likewise, as the moment of the succession change
approaches, within the family problems of rivalry, conspiracy,
and weakening may arise that could directly affect the
company, making decisions that resolve the situation in the
family and in the company. it could become difficult for the
board [2].
While the succession process is being experienced, it is
necessary to analyze the current situation of the company to
assess its administrative, financial, labor and fiscal position; It
is important to decide what actions should be taken to resolve
the irregular business situation (if required) and also, based on
the results of the analysis, to assess when the precise moment
to make the change of power would be. Without a doubt, the
decisions made during the succession are fundamental for the
stability, growth and permanence that the family and the
directors wish to have for the business.

2.2 Successor process
Succession has become a transcendental dimension in
family businesses, since the main desire of the members of the
family is to perpetuate themselves in the ownership and
management of the company [12]. The concept of succession
in general, has been defined as the passing of the leadership
baton of the founder-owner to a successor. It is a slow,
evolutionary process and of adjustments between the roles of
the founder and the successors [8].
Companies must establish succession plans that allow the
transition to be made in the most optimal way. In familyowned companies, there are hundreds of reasons why the
businesses fail, being among the main causes, the lack of
planning of the succession [16].
It has been detected that part of the success of the succession
can come from the planning of the process, within which its
main point is to identify the criteria that the successor must
meet, as well as to define the way in which the changes are
carried out. The Family Business Institute has recommended
that when planning the succession, they should consider:
Developing a plan that determines the time to make the
change, the vision and values that they want to preserve
Prepare the next generation to take the leadership by
developing the capabilities and competences of the successor
Creating a horizontal management model that delegating
responsibilities in order to reduce the risks generated by the
concentration of responsibilities
Define the role that the owner will play once the change is
made.
How to develop these points is not an easy task, it requires

4. CASE STUDY
Tostada and Maz, S.A. of C.V. was founded at the end of
the 80's by JoséPérez Barraza; it is a company dedicated to
the preparation and distribution of tortillas and fried corn in
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Sinaloa. It started as a micro business and has now become a
medium-sized company, with a workforce of 246 employees
distributed in different branches installed in 3 states of the
Mexican Republic.
Different family members of the founder have worked in the
company; some have left the business and others continue. For
Mr. Pérez, the company is an entity separate from his family,
unlike other entrepreneurs who consider their businesses as an
extension of their families [14]. The founder considers that the
family members who work in the company are like all other
workers, who if they perform well, continue.
More than 15 years ago, he began to prepare his two
children within the company so that at some point they may
take their place. Each child was thoroughly immersed in the
production and operational areas, respectively. The idea of the
founder is to leave the front of the business to both children in
order not to cause conflicts between them. None of the
children had academic studies focused on the business; they
have increased their knowledge through experience in the
company only.
When the company was small, Mr. Perez ran the business
and made decisions on his own, following his intuition and
experience. Due to the size of the company and how complex
all the processes were becoming, he recognized that decisionmaking alone was not the most convenient, so he and the staff
and their children investigated the most appropriate way to
make decisions.
They began to meet, the director and his children, along
with other elements of the company, to review pending
problems in the company and hear more opinions and / or
suggestions. This way worked, so he chose to implement an
administrative council that will help find the best alternatives
and help in the resolution of conflicts, mainly seeking
consensus.
The administrative council is made up of the founder, the
two successors, 4 accountants and an external advisor. The
diversification of points of view has allowed to expand the
levels of control over the different processes of the company,
they have obtained better solutions in the treatment of
problems, and have detected deficiencies in the information,
among other issues. With all the good that has been achieved
so far with the administrative
council, they have realized that a good part of making
decisions cost them a lot of time and work; Many of the
decisions are very difficult to take due to the fact that the
members of the board do not know about the operative issues,
such as, for example, the requirement of the machines. It has
been revealed that its management system is limited.

decisions that need to be made around the operational area are
very slow or cannot be taken
The members of the administrative board mostly obtain
their information to make decisions mainly of financial reports
These points lead us to conclude that the succession in the
medium-sized family business goes beyond the action of
passing the baton of the founder's leadership to the successor
[3]. Through the investigation made to the company Tostada
and Maz it was possible to verify that, for the planning, the
leader in addition to preparing the successor, must prepare the
company for the change. He must create control tools for both
the administrative and operational areas, adapted to his
business, which allow him to review the general situation of
the company to detect the weak points, which could disprove
the proceeding of the same. This will provide the director with
an overview of the company and be able to make necessary
adjustments and determine if they are in a position to make the
change of direction.
Also, the preparation of the successor cannot be limited to
acquiring experience within the business and having a sense of
commitment to it, it is necessary that the successor has the
academic or specialized knowledge about the activity of the
company. In many cases, the successors do not have this last
aspect so they should seek to have an internal or external
advisor with the necessary knowledge, which can be supported
for decision making.
Family businesses of medium size require a more formal
and structured governance system. The formalization of the
governance of family businesses through an administrative
council reinforced with external advisors and with the control
tools appropriate to the requirements of the company, will
provide management control necessary to carry out the change
of address, as such so as to minimize the risk of their continuity.
The survival of the medium sized family business depends
a lot on the previous control that the leader can implement
together with the successor before the succession of the
address takes place.
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