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Family Entrepreneurship in Unplanned Generational Succession:

An Intergenerational Comparison in Small-Scale Manufacturing Firms

HATTORI Shigekazu

This study examines the dynamics of unplanned intergenerational succession in small-
scale family businesses and how sudden leadership transitions can serve as a catalyst for
family entrepreneurship and business transformation. Literature often views unprepared
succession as a major threat to business continuity due to the lack of formal planning and
knowledge transfer. However, challenging this narrative, this study suggests that sudden
unexpected succession can trigger “destructive innovation,” pushing firms to break path
dependence and adapt to market changes.

Using a comparative case study approach, this study analyzes three Japanese small-scale
textile and apparel manufacturing firms that experienced the sudden loss of a predecessor.
It applies the Three-Circle Model to assess shifts in family dynamics, business operations,
and ownership. The analysis shows that successful turnaround depends on the successor’s
“centripetal force”—a unifying leadership cohesion shaped by four elements: (1) situational
“irreplaceability” of the successor amidst financial crises; (2) immediate responsiveness
derived from prior operational experience; (3) a long-term strategic perspective; and
(4) commitment to preserving the founder’s core philosophy and values.

The findings show a distinct trajectory in which firms first enter a “short-term
retrenchment equilibrium” to stabilize their cash flow, followed by “medium-to-long-
term managerial innovation.” In all three cases, successors leveraged the crisis to pivot
their business models from passive B2B subcontracting (mass production) to active B2C
direct sales and high-mix, low-volume production. The study concludes that in unplanned
succession, the successor’s tacit knowledge from prior internal experience and alignment
with family values are more critical than formal succession planning. This study advances
family business scholarship by clarifying how emergency transitions can unlock latent
entrepreneurial potential and foster sustainable regeneration in mature industries.






