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Family business succession is considered inherent to family businesses and represents a critical
process that is generally characterised by resistance to change. This study aims to investigate the role
of management accounting systems (MASs) in family business succession, in order to understand how
changes in MASs during the succession across different family generations can help the succession
process itself, facilitating the rise of the new leader, supporting changes, and reducing resistance to
them. The research adopts a case study approach, focusing on organizational routines and their
changes, at the same time taking into account the socioemotional wealth of the family firm. Evidence
from the study shows the strategic role of MAS in managing the succession process, through the
implementation of new routines and rules in helping the decision-making process and in achieving the

firm’s leadership.
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INTRODUCTION

Family businesses have played a significant role in
supporting the development of western civilizations and
economies (Astrachan and Shanker, 2003; Klein, 2000;
Shanker and Astrachan, 1996), driving economic
development in the early stages of industrialization in
many countries (Bird et al., 2002; Hall, 1988).

Various research projects have been conducted over
the last three decades to analyse the operations of family
firms. Family business literature has largely investigated
corporate governance and ownership; moreover, a good
deal of qualitative and quantitative research in this field
has focused on succession (Brockhaus, 2004; Chrisman

et al., 2005), pointing out that several factors could play a
relevant role in making the transfer to one generation to
another successful (De Massis et al.,, 2008). Scholars
have paid comparatively less attention to the process of
goal formulation or corporate social responsibility issues;
other streams of research, despite their relevance to the
succession process, have also been fairly neglected.
More concretely, it is noteworthy that accounting is one
of the most under-investigated streams of research in
family business studies (Songini et al, 2013),
notwithstanding being one of the oldest business
disciplines. Only recently scholars have increased their
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efforts in this direction. The literature review of Salvato
and Moores (2010) concerning accounting and family
business reveals that 47 papers were published between
1989 and 2010: 35 of them concerned financial
accounting, 9 were focused on auditing and only 3
papers investigated management accounting in the family
business field.

Accordingly, Salvato and Moores (2010) call for more
studies, proposing several paths of research at the
accounting—family business interface. More specifically,
they suggest investigating the role of management
accounting systems (MASS) in supporting family business
succession. Along the same line, Prencipe et al. (2014)
argue that the impact of management control systems on
ownership transition to a later generation is one of the
areas that deserve attention.

As a matter of fact, only a few studies have focused on
these issues, highlighting the role of MASs in supporting
professionalization of a family firm and transmitting
knowledge across generations (Amat et al.,, 1994;
Giovannoni et al., 2011); moreover, the study of Hiebl et
al. (2013) provides a conceptual model to investigate the
benefits of MASs for family businesses. Even if these
studies have significantly improved our knowledge of the
field, they do not consider in detail the potential role of
MASS, not only in supporting the succession but also in
enhancing the role of the new leader of the family firm.

Accordingly, this study aims to contribute in this
respect, investigating the role of MASs in family business
succession by interpreting succession as a dynamic
process (Cater Ill et al., 2016). More specifically, from a
theoretical viewpoint, this study has roots in both family
business and management accounting literature,
investigating the idea that MASs and management
accounting changes can facilitate the succession process
from one generation to another.

Considering that the succession transition determines
significant changes in family firms in terms of family
relations as well as routines and rules (Kansikas and
Kuhmonen, 2008), succession has been interpreted as a
process of moving appropriate routines to the next
generation and eliminating outdated ones.

From a methodological perspective, as explained in the
third section where findings are presented and discussed,
a case study approach has been carried out, coherently
with Leppaaho et al. (2016), whose literature review
suggests using this approach in a critical way to
contribute to a scientific pluralism in the field. The
concluding section will add further elements of discussion
and highlight further developments of the research.

Family business succession as a process
In the last decades, studies of family businesses have

focused on the topic of succession (Chrisman et al.,
2005), which is considered inherent to family businesses:

Ward (1987) defines a family business as ‘one that
passes from one generation to another’. The related
literature (Gilmore and McCann, 1983; Gordon and
Rosen, 1981; Handler, 1990, 1992) considers succession
as a multi-stage process that exists over time (De Massis
et al., 2008).

Scholars have identified this multi-stage process
through a life-cycle approach (Churchill and Hatten,
1987; Longenecker and Schoen, 2002). Handler (1990)
typifies succession as ‘a mutual adjustment process
between the founder and the next-generation family
members’. The author delineates the progression as
transferral of leadership experience, authority, decision-
making power and equity, as well as knowledge and
ideas (Cabrera-Suarez et al., 2001; Perricone et al.,
2001).

However, some discontinuity may characterise this
process of change because of the unexpected death or
illness of the founder (or one of the family members).
According to Cherchem (2017), family firms that wish to
safeguard long-term entrepreneurial orientation are
expected to introduce changes in their cultural patterns
when more than one generation is involved.

Furthermore, succession can experience several
potential difficulties that can result in businesses being
sold or liquidated (Gersick et al., 1997), as shown by
evidence in several studies (Aronoff et al., 2010). It is
noteworthy that only 12% of family firms reach the third
generation, while only 3% reach the fourth or further
generations (Allio, 2004). This would constitute a loss not
only for the family but also for the local community.

According to Hiebl et al. (2013), the main reasons for
this high rate of failure are insufficient strategic planning
of succession, and the difficulty observed in many family
firms of disseminating tacit and implicit knowledge in the
succession process (Handler, 1994) from one generation
to another. Along these lines, Nordqvist et al. (2013)
emphasise the importance of adopting formal
mechanisms that support the succession process, and
findings from Cherchem (2017) emphasise the relevance
of enhancing formalization and control system in family
firms to ensure a long-term entrepreneurial orientation.

Transitioning to a new family generation stage of
ownership after succession is a change that can have
profound effects on both the family and the firm.
Resistance to change on the part of the founder of a
family firm throughout the succession process can be
investigated through different perspectives (Churchill and
Lewis, 1983; Goldberg and Wooldridge, 1993; Greiner,
1972; Kets de Vries, 1985; Levinson, 1971; Schein, 1983,
1985; Shepherd and Zacharakis, 2000).

Gobmez-Mejia et al. (2001, 2007) have proposed taking
into consideration the relevance of non-economic
aspects, since family firms are typically orientated to the
preservation of their socio-emotional wealth (Berrone et
al., 2012), because of the strong family values which
permeate the organization: ‘factors like emotional



attachment, sibling involvement, sense of legacy, family
control, and concern for reputation, among many others,
give family firms their distinctiveness’ (Gomez-Mejia et
al., 2001).

Accordingly, understanding the role of family relations
in managing succession sheds light on the emotional
aspects of the firm’s ownership transition, suggesting
taking into consideration the social and cultural contexts
where the succession occurs (Gottardo and Moisello,
2017). Indeed, the transition from one generation to
another is more than just a change of ownership of the
firm, and the relationship between old and new owners
influences entrepreneurial activities during the transition
phase. The succession process involves inter-
generational teams based on family ties, which requires
systematic attention to socialization, formal ownership
and knowledge (Sharma et al., 2003).

Brockhaus (2004) has also emphasised the importance
of the relationship between the founder and the
successor(s) in determining the process, timing and
effectiveness of the succession itself (Handler, 1990,
1992; Hollander and Elman, 1988; Davis and Haverston,
1998). The succession transition imposes significant
changes on family businesses in terms of their ownership
structure, routines and rules, and family relations.

Along these lines, Kansikas and Kuhmonen (2008)
suggested the adoption of an evolutionary economics
approach in understanding the succession process. A
fruitful combination derives from a simple observation:
succession is a crucial step in the life cycle of a family
firm and, within this context, it essentially consists in
managing changes over time. From this perspective,
family firms can be considered as carriers of specific sets
of routines. Succession can be interpreted as a process
in which appropriate routines should be transferred to the
next generation and outdated routines should be
eliminated, in accordance with not only economic goals
but also the above-mentioned socio-emotional factors.

According to Becker (2004), routines provide some
degree of stability as well as a contrast required to detect
novelty, that is, to make it possible to map organizational
change. Taking into account that routines are triggered
by the actions of individuals and/or by external cues
(Bisogno et al., 2015), the transition from one generation
to another plays a crucial role in affecting routines. The
selection of routines is a crucial process for family firms,
consisting in finding a correct balance between
homogeneity and diversity. Succession represents both a
problematic and an opportune moment, during which the
organizational culture is selected, by passing on to the
successor the appropriate routines and by eliminating the
outdated ones.

The role of management accounting systems in the
family business succession

According to the Chartered Institute of Management
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Accountants, a management accounting system is ‘the
process of identification, measurement, accumulation,
analysis, preparation, interpretation and communication
of information used by management to plan, evaluate and
control within an entity and to assure appropriate use of
and accountability for its resources’ (see also Salvato and
Moores, 2010).

Scholars have largely defined accounting practices as
organizational routines (Nelson and Winter, 1982), while
at the same time suggesting investigating management
accounting in the context in which it occurs (Ahrens and
Chapman, 2002, 2007; Burns and Scapens, 2000;
Hopwood, 1983). Therefore, MASs should play a central
role in the succession process from one generation to
another, providing several business-specific benefits.

Taking into account that family business systems
consist of three interrelated circles (ownership, business
and family; Gersick et al., 1997), Hiebl et al. (2013) have
used this model as a reference to demonstrate the
following specific benefits deriving from the use of
management accounting:

1. Ownership benefits, such as increasing the
transparency for potential outside investors and creditors
as well as enabling the introduction of additional non-
family investors.

2. Business benefits, such as supporting fact-based
decision making for both family and non-family managers
and directors; and

3. Family benefits, such as improving the transparency
also for non-active family members and facilitating
business succession due to a codification of formerly tacit
knowledge.

Accordingly, a proper usage of management accounting
could add value to a family firm, helping to reach a
balance between emotions and facts in supporting the
decision-making process while at the same time reducing
the risk of business failure (Gomez-Mejia et al., 2007).

As observed by Berrone et al. (2012), protecting SEW
to maximize socio-emotional endowments does not
necessarily imply that all decisions will lead to economic
losses. Therefore, strategic decisions are supposed to be
made with the aim of maximizing both components (SEW
and financial outcomes). On the other hand,
management accounting and management control
practices can help codify tacit knowledge to support
knowledge transfer better. More specifically, during the
succession, the MAS can facilitate the above-mentioned
transferral to the successor of the appropriate routines,
eliminating the outdated ones in the process.

Scapens (1994) points out that MASs comprise
‘institutionalized routines which create some measure of
stability in day-to-day organizational behaviour’. The
institutionalization of accounting practices is used to
legitimize organizational activities and mediate conflicts
through accounting mechanisms, where organizational
processes and decision-making activities are taken for
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granted by members, helping leaders to legitimate their
decisions (Scapens, 1994).

The study of Moores and Mula (2000) has pointed out
that family firms rely on both formal and informal controls,
whose characteristics and salience vary according to the
life cycle stage of the family firm. Building on this last
concept, Giovannoni et al. (2011) have analysed
accounting systems and their role during processes of
change and transition within this kind of firm. Their
findings are coherent with the ideas that MASs are able
to ‘influence perceptions, change language and infuse
dialogue, thereby permeating the way in which priorities,
concerns and worries, and new possibilities for action are
expressed’ (Hopwood, 1990). These factors increase the
formalization of a family business, which is considered
the ideal setting to explore the role of management
accounting in defining organizational structures and
decision-making processes in all life cycles. The study of
Giovannoni et al. (2011) mainly refers to the role of an
MAS in supporting the professionalization of a family firm
(they investigated the case of Monnalisa) and in
reproducing the founder’'s knowledge of the business.
However, one of the main issues in the succession
process is the relationship between the founder and the
successor(s) in determining the process, timing and
effectiveness of the succession, at the same time
strengthening the role of the successor(s).

According to Scapens (1994) and Nelson and Winter
(1982), accounting rules and routines enable
organizational and decision-making activities to be
passed from one generation to another through
evolutionary processes. Scholars have affirmed that
MASs need to be read as a ‘language’ that helps to
anticipate the future, to assess and plan actions, and to
set values and ideas concerning businesses’ behaviour
based on past results. Based on management accounting
outcomes, the owner can justify his decisions and
communicate expectations and views while providing
organizational structure and relationships of autonomy
and dependence. Assuming this theoretical framework as
a reference, the present study deals with the role of the
MAS, both in supporting the succession and in enhancing
the role of the new leader of the family firm, in contrast
with previous research in the field (Giovannoni et al.,
2011) that focused more on professionalization of family
members during the succession process.

More specifically, the research questions of the present
study can be expressed in the following terms: Does the
MAS facilitate the succession from one generation to
another? How can MASs affect organizational routines of
family firms during the succession? Does an MAS
support the aspiration of the new leader (after the
succession) to achieve legitimacy?

METHODOLOGY

The literature review of Prencipe et al. (2014) highlights that the
(few) identified management accounting studies of family firms are

mostly based on survey data and case study analysis. Case-
oriented qualitative research is suitable for research into both family
businesses (De Massis and Kotlar, 2014; Leppaaho et al., 2016;
Nordqvist and Zellweger, 2010) and management accounting
(Ahrens and Chapman, 2006; Hesford et al., 2007) in order to
investigate complex processes over the different life cycles of the
focal organizational entity.

Ryan et al. (2003) and Scapens (1990) argue that case studies
offer the researcher the possibility of understanding the nature of
management accounting in practice, not only in terms of techniques
and procedures, but also in terms of which of them are used and
the way in which they are used. Moreover, the emerging nature of
management accounting research in the family business field
suggests adopting this approach, which provides exploratory insight
that would be difficult to obtain through other methods of research
(Prencipe et al., 2014).

Accordingly, this study is based on an in-depth case study, with
the main aim being to explore the role of MASs in family firms
during the succession process, and to analyse the reasons for
success in passing the business to later generations, focusing on
the changes affecting organizational routines. This case study can
be classified as explanatory (Scapens, 1990), as the empirical
evidence is used to understand and explain the role played by the
MAS within the succession process.

To achieve the goal of this study, documentation, archival
records, internal reports, company history and physical artefacts
have been used. Interviews are considered a data source because
they are the main source of information (Saunders et al., 2007).

The study focuses on family relation dynamics, the firm’s history,
and the system of management accounting used at Grotta del Sole.
We selected this case study because Grotta del Sole is a typical
family firm, based in the Campania region (south of Italy), which
operates in one of the most relevant Italian industrial sectors: the
wine industry. Even though winemaking is a traditional industry
sector, it has had a wide and global renaissance, due to advances
in science and technology which have largely improved the
traditionally practice-based industry, at the same time increasing
knowledge through formal education (Johnson and Robinson, 2007,
Woodfield and Husted, 2017).

Italy is one of the largest wine producers in the world and in
Europe, contending with France for first place. In ancient times, the
best wines — Falerno, Greco, Faustiniano and Caleno — were made
in Campania. This region boasts of a wide range of high-quality
grape varieties, such as Falanghina, Greco di Tufo, Aglianico,
Asprinio, which are descendants of the ancient varieties Vitis
Hellenica, Aminea Gemina, etc. This heritage represents the great
richness of Campania, characterised by registered designation of
origin (D.O.C.) and registered and guaranteed designation of origin
(D.O.C.G.) certifications. Although Campania is a small region, its
lands, 70% of which are hilly, offer numerous production areas.

Grotta del Sole has five production areas: Phlegraean Fields,
Irpinia, the Sorrento Peninsula, Vesuvius and the Agro Aversano.
At the time of the interviews, the company had 120 hectares of
vineyards, 13 of which were in outright company ownership, 29 in
direct management and the rest cultivated by the company’s trusted
partners, some of whom have worked with the firm for forty years.
The direct production quota amounts to 42 hectares out of 120, that
is, about 35%.

This firm is a perfect setting for exploring the role of management
accounting during the succession process, since it has experienced
several succession phases, passing through various stages of
preparation, ending with the entrance of a new owner into the family
business (De Massis et al., 2008). The company is in its third
succession phase.

The data collection started with the chief executive officer (CEO)
of the company. Later, the research group expanded the interviews
with family members and employees from different departments.
The research reconstructed a general picture of the firm; therefore,
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Role of Interviewee Family relationship No. of Time Interviews (Years)
with the CEO Interviews (Hours) Round1l Round?2 Round3

CEO - 3 9 2012 2013 2014
Chairperson Mother 2 5 - 2013 2014
Sales Manager Brother 1 3 - - 2014
Finance and accounting manager Cousin 1 3 - - 2014
Marketing and foreign market manager Sister-in-law 1 2 - - 2014
Warehouse manager None 1 2 - - 2014
Production manager None 1 2 - 2013 -

we have decided to detail the information focusing on the MAS and
on the patterns of management accounting practices adopted
during several life cycles of the business. In total, we collected 26 h
of interviews in the course of three years (from 2012 to 2014; see
Table 1). Reports have been checked and approved by the
interviewed managers.

The research started with preliminary meetings with the CEO of
Grotta del Sole (Francesco Martusciello), which provided
background information regarding the firm. The following step
involved other family and non-family managers, aiming at both
obtaining other information on succession and introducing the role
played by management accounting practices as well as their
evolution through time (that is, in the second and the third
generation). Finally, the last step involved several family managers,
focusing on the main features of the MAS and the way they affected
organizational routines, becoming ‘institutionalized.

In this way, the data and interviews were classified according to
the steps of the succession process as well as the evolution of the
role played by the MAS through time (that is, management
accounting changes).

RESULTS AND DISCUSSION
Succession in Grotta del Sole

The business at Grotta del Sole has existed since the
1930s (first generation) when Francesco Martusciello
(senior) set up a small firm, Vinicola Flegrea, which was
then managed by his three sons Angelo, Gennaro and
Salvatore (second generation). Vinicola Flegrea bought
and sold wine in bulk to local families and restaurants.
The first succession phase (that is, from the first to the
second generation) saw the growth of the company in
terms of revenue and market share: Vinicola Flegrea
became the first distribution company in the bulk wine
market in Campania.

In the 1960s one of the three children, Gennaro,
obtained a diploma in oenology in Conegliano
(specialized in Italian prosecco, a type of sparkling wine)
in the north of Italy and then a degree in agrarian
sciences at Portici-Naples University, introducing the
company to significant changes such as new production
technologies (characterised by a greater automation) and
the use of steel casks for wine storage. They installed

120 tanks of 150,000 hectolitres, with a turnover rate of
three-fold per year, resulting in a profit of 13 billion Italian
lire per year until the 1980s. Unfortunately, the methanol
scandal of 1986 led to a period of crisis during which the
company suffered a reduction in both turnover and profit
margins. This crisis was worsened by resistance to the
introduction of innovative managerial tools and practices,
which were at that time based on manual procedures. As
a result, management accounting was unable to give
structured information about production costs and profit
margins. In addition, there was an overlap between family
roles and business roles.

My father Angelo daily put in writing inflows and outflows
of each type of wine in the tanks; he adopted manual
procedures to account for different prices of each
purchase (inflow) with the objective of determining the
average cost of wine in each tank, and then the average
value of each sale (outflow). Periodically, my uncle
Gennaro called together family members around a table
to distribute profits, taking into account not so much the
role of members in the business but primarily their role in
the family (Francesco, CEO, Grotta del Sole).

Basically, they were unable to change their strategic
vision to overcome the market crisis, inhibiting their
innovative ideas such as the transformation of table wine
into sparkling wine (spumante), which would play a key
role in the product portfolio in the following years.

During this tough period, the heirs were involved in the
operational activities of the company, and straightaway
promoted new formal practices and small technological
innovations. As a result, a positive discussion started in
order to find solutions to this organizational impasse.

The new (that is, the third) generation, guided by
Francesco (Angelo’s son) and supported by Elena
Martusciello (Angelo’s wife), came up with the idea of
starting a new business (in parallel with Vinicola Flegrea):
Grotta del Sole. They set up a new production and
bottling plant with a new brand. Thanks to this strategy,
the business grew, as the diverse lines of business were
progressively divided up in order to diversify the products
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for different specific segments of the market. The capital
shares were split between Angelo (51%) and Salvatore
(49%), while Gennaro, the eldest brother and the head of
Vinicola Flegrea, did not receive any shares because he
officially did not agree with the Grotta del Sole project.

According to Gomez-Mejia et al. (2001), one of the
main sources of SEW is having the family name
associated with the firm; Gennaro was therefore worried
about the risk of losing the identification between the
family and Vinicola Flegrea, especially on the part of
external  stakeholders. However, from another
perspective, this was a forward-looking decision because
the chosen model of governance prevented a probable
organizational impasse (thanks to the 51% of shares
owned by Angelo).

Nevertheless in Grotta del Sole, the older generation
tried to replicate the same managerial model, giving
Gennaro the technical and financial functions, while
Angelo was in charge of sales and Salvatore was
responsible for production and operations, even though
they gave Francesco and the younger members the
operative management of sales and other functions.

To advance Grotta’s business operations, Francesco
and others introduced innovations such as new formal
rules about salaries as well as the automation of the
warehouse. The growth of the business and the resulting
increased complexity required a greater formalization of
its organizational structure. The leaders created a
management accounting system based on financial
targets and measures in order to control revenues,
margins and cash flows.

The introduction of formal procedures in determining
salaries represented a great change because Gennaro
gradually lost the management of financial resources (he
was used to distributing earnings during the family
councils); in the same way, the introduction of an
inventory accounting software, developed by Francesco
in basic programming language, led to the abandoning of
Angelo’s manual practices concerning the warehouse
control.

My uncle Gennaro and my father Angelo considered a
revolution these ‘small’ innovations that also facilitated
the automation of internal accounting procedures, helping
the external accountants to prepare the financial
statements. As a matter of fact, these innovations
gradually separated the two companies; the older
generation played a marginal role in Grotta, while
Gennaro, Angelo and Salvatore persisted in the old
practices in Vinicola Flegrea (Francesco, CEO, Grotta del
Sole).

Two main events accelerated the succession: the
unexpected death of Angelo in 2001 and the closeout of
Vinicola Flegrea from 2004 to 2006 (that had been
continuing to work with inertia). The closeout determined
the first significant conflict between Gennaro and the

heirs, which intensified when the oenological choices
were handed over to an external consultant.

Unfortunately, Gennaro fell ill in 2005. A younger
member of the family started to run the family business in
order to continue with the wine production. The grandson
continued the innovation path of the family business,
helped by his education in this field; indeed, he bore the
title of graduate wine expert. A new generation with new
gualifications opened new opportunities to the firm:
Grotta started producing eighteen new varieties of wine,
sold as multiple brands.

During this period, the company was reorganized:
Francesco became CEO, and his mother Elena the
Chairperson; his uncle Salvatore was appointed to
logistics and sales, his brother Salvatore (jr) was
appointed as sales manager and his wife Gilda was put in
charge of marketing (especially for organizing touristic,
oenological and gastronomic visits to the vinery) and
international relations.

Management accounting changes at Grotta del Sole

As a matter of fact, when a family firm reaches the growth
stage, which implies analytical decision-making style,
growing market share, and product complexity, it is
important to present information in a more aggregated
and integrated way to be able to analyse situations and
choose good strategies (Salvato and Moores, 2010).
Francesco understood the need to control internal and
external information, and on this basis he reorganized the
retail network and sales areas with new marketing
policies, new products and labels, and started to sell in
foreign markets. Fifty sales agents, who made up the
retail network, asked for daily updated reports and
statistics about sales per client, types of product,
geographical area, etc. Francesco introduced several
innovations such as web-based application for selling
activities, replacing old technologies, and opened the way
for mobile and web services such as tablets and
smartphones.

We decided to innovate not only the production process
and internal organization but also marketing strategies.
Our agents are using tablets as a promotional tool, which
helps us to update sales statistics in real time. Moreover,
it is possible to check the status of orders and the stock
split on type of products, in order to optimise our delivery
system (Francesco, CEO, Grotta del Sole).

The great revolution started in 2008 and continued until
2010. Francesco introduced an Enterprise Resource
Planning (ERP) information system to organize the
management accounting practices. Furthermore, he
linked a reporting system to the ERP, based on Oracle, to
create reports based on accounting data and financial
statement ratios. These new solutions supported the



decision-making  processes. Analytical information
optimises the purchasing of raw materials and packaging
materials and helps the firm to understand the real
contribution of each type of grape to profits. This system
details the production process costs and the gross
margins for each type of grape. The introduction of these
novelties was, of course, difficult, and Francesco had to
face the resistance of Salvatore and other family
members to using the new way of operating. Some of
these innovations were considered as a risk of obscuring
the external perception of the high quality of the Grotta
del Sole products. Indeed, identifying the family with the
firm implies, among other things, that family members are
quite sensitive about the external image they
communicate to stakeholders (Micelotta and Raynard,
2011).

The consistency of the bottle glass, produced to our
requirements by craftsmen in Tuscany, was considered
by our customers as a positive and distinctive
characteristic of our products; therefore, it became one of
the main competitive advantages of the company. When
Francesco proposed to reduce the weight of the bottle
(from 7509 to 60091) in order to reduce its unit cost, all
the family members disagreed with his proposal.
However, he showed a strong cost reduction with this
small change, so we were encouraged to try... We had a
lot of benefits (Elena, Chairman at Grotta del Sole).

Nevertheless, Francesco used the information provided
by the ERP system to support his hypotheses and
strategies during the family councils. The rise in revenue
and market share, as well as the improvement of profit
margins, persuaded the family members to the new
management accounting practices and computer tools;
since then, these practices have paved the way for new
organizational processes and rules. According to Bertone
et al. (2012), this would mean that preserving SEW does
not necessarily imply sacrificing financial rewards.

The role of management accounting practices during
the succession

Francesco, the CEO at Grotta del Sole, used this
information to reinforce his leadership and guide the
family councils. The organized accounting information
facilitated the transmission of ideas, values and social
interactions between family members and also
employees (Nordqvist et al., 2013).

The new MAS provided the organization with more
comprehensive decision support systems for increasing
the decision-making authority. These new tools and rules
greatly helped Francesco to manage the business with a
long-lasting vision. A successful succession is often the

! That is, from 1.65 Ibs. to 1.32 Ibs.
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result of employees’ positive perception and legitimation
of the successor (Ibrahim and Ellis, 2004).

As a matter of fact, management accounting practices
(and their changes) were gradually considered as a
common language, making sense of activities, creating
action plans and implementing them within the firm
(Scapens, 1994). Old routines provided an organizational
memory that embodied a potential resistance to change,
corresponding to formalized and ‘institutionalized habits’.
Step by step, organizations evolve, affecting
management accounting practices that in turn gradually
change over time, representing the ‘way of doing things’
(Burns and Scapens, 2000; Nelson and Winter, 1982).

Therefore, management accounting changes became a
language for the knowledge transfer: the leader of the
third generation used information to enforce his
leadership and to explain the required strategy to
maintain the firm’s competitive advantage on the market
(Cherchem, 2017), while preserving SEW.

Sharma et al. (2003) explain how MASs reinforce the
founder’s influence in the communication of future
visions, values, and priorities that affect the process of
succession; this can balance the commitment of the
family to support strategic flexibility. In Grotta del Sole, it
was evident that a common language and approved
MASs facilitated internal communication and interaction
developing a common vision for the business.

The succession process forces different significant
changes on the family system: relationships are
reshaped; patterns of influence are redistributed;
organizational and ownership structures have a new
configuration. According to Busco et al. (2006) and
Giovannoni et al. (2014), management accounting
practices, if they are widely accepted and practiced within
the firm, can:

(1) Act as a carrier of organizational knowledge and

(2) Can transfer values and ideas of expected behaviour,
through the process of social interaction that takes place
around the same practice.

This means that, according to Ahrens and Chapman
(2002), there is a strong link between ‘knowing’ and
‘doing’. In the case of Grotta del Sole, the high level of
interaction characterising both the decision-making
process and the way things were actually done facilitated
the process of knowledge transfer between the family
and non-family managers.

My father-in-law had the ability of memorising all the
information concerning stock levels and deliveries.
Furthermore, he was able of organizing oenological and
gastronomic events and visits to the vinery without
predisposing a programme. Nowadays, these events are
part of a marketing strategy and are organized in a very
accurate and punctual way (Marketing manager at Grotta
del Sole).
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When | started working at Vinicola Flegrea, with the older
(i.e. the second) generation, | had a direct relationship
with suppliers and on a daily basis | used to define
deliveries according to informal procedures. The
introduction of new formalised routines at Grotta del Sole,
coupled with the availability of information on stock
levels, has now simplified the work. For me, it was a
great change and, initially, | was not confident about the
new organizational routines, but now | am definitely
aware of their benefits (Warehouse Manager at Grotta
del Sole).

These changes provoke anxiety due to the uncertainties
surrounding the future of the company that often overlap
with life cycle changes in the family as well as with
changes in the form of the market and the products.
Additionally, these changes may have a devastating
effect on both the business and the family if the transition
is forced by the early death of the founder (Moores and
Mula, 2000), as in the case of Grotta del Sole.

These uncertainties make it necessary to address
many emotionally loaded issues that most people would
prefer to avoid or deny (Lansberg, 1988). However,
family and non-family managers, as well as employees,
became more conscious of the company’s changing
priorities and of the importance of having more punctual
information regarding the business. As far as the new
management accounting practices became a shared
‘language’ within the firm, family and non-family
managers were provided with a set of categories that
made sense of activities, at the same time improving
communication and knowledge transfer (Roberts and
Scapens, 1985). Furthermore, according to Woodfield
and Husted (2017), this means that knowledge sharing in
family firms leads to innovative outcomes and change.

Within Grotta del Sole, the new management
accounting practices helped to integrate informal
communication mechanisms in transmitting the strategic
vision of Francesco, who used the generational jump as a
trigger to rapidly replace old routines and institutions with
more effective and efficient ones. He knew there was no
strong reason to believe that routines would inevitably
evolve in order to give the optimal choice, and what was
deemed acceptable would have been influenced by the
meaning and norms embedded in the ongoing routines
and also the powers of individual actors. The succession
represented both a problematic and an opportune
moment, where it was required to take jointly into
consideration the socio-emotional wealth of family
members and the financial rewards of the company.

As Scapens (1994) argues, such changes involve
renegotiating shared understanding of organizational
activities and the suspension of intra-organizational
conflict; that is, succession represents a mutual role
adjustment process from one generation to the next.
Francesco felt that management accounting tools and
practices could enable organizational and decision-

making activities to be passed from one generation to
another. In this process of institutionalization and routine
setting, the MAS played a central role. Francesco
progressively used reports to influence and drive
decision-making activities, and to generate a new
understanding about company events.

Accounting practices mitigated the change and helped
Francesco to justify his work and achieve organizational
cohesion; accounting, in part, was responsible for curbing
latent organizational conflicts. Family members felt that a
truce in intra-organizational conflict had been reached.
This was indeed one of their main (family) benefits (Hiebl
et al., 2013) from MAS, which is related to its capacity to
speed up the process of integrating the old and the new.

Moreover, the MAS in this case helped to transfer
genuinely the decision-making power and business
values to the new generation in due time. While in a first
step there was a process of replication of previous
routines (in the sense of Hodgson and Knudsen, 2004),
step-by-step routines changed due to a selection: better
control led to better decision making and action planning,
also helping remove inefficiencies as well as a clear
delegation of responsibilities to others. A shared
understanding of roles and tasks also promoted internal
role specialization.

When | started working at Grotta del Sole, | implicitly
assumed organizational routines adopted by my father at
Vinicola Flegrea (especially the centralization of all the
sales and warehouse decisions) as a benchmark.
However, my brother Francesco progressively convinced
me to abandon them, adopting decentralization as a
‘golden rule’. The data he showed us during our family
councils provided evidence that his approach was
correct. This implied a progressive but constant
reorganization of our activities, therefore we promoted
internal role specialization (Sales Manager at Grotta del
Sole).

From another perspective, clear and informed
communication brought a high level of trust that served
as a governance tool (ownership benefits; Hiebl et al.,
2013). Family councils, as well as formal and informal
meetings to discuss issues and increase interaction
among members, represented the main institutionalized
routine that Francesco used in order to share the vision
and the future of the firm in terms of growth rates and
company performance (business benefits; Hiebl et al.,
2013).

Financial and economic values, gained through the
MAS, were at the heart of discussions and forged a
shared view of the goals of the company (Nahapiet and
Ghoshal, 1998). This starts a virtuous cycle: the analysis
of a large amount of data requires a shared vision in
order to focus on relevant issues; consequently, richer
information reduces opportunism and this leads to further
increases in the amount of information shared.



Furthermore, this progressively reinforced the link
between the family and company, allowing for
achievement of both the socio-emotional wealth and the
financial rewards. Accordingly, a selection of routines
resulted from internal managerial action, due to
perceptions of the relative inefficiency of the old routines
(Becker, 2004). The performance indicators do not
represent just a set of measures but embrace the vision
of Francesco. Both family and non-family managers
seem to have understood this.

CONTRIBUTIONS AND FURTHER DEVELOPMENTS

The recent literature reviews on accounting and family
business (Salvato and Moores, 2010; Songini et al.,
2013; Prencipe et al., 2014) call for more research on
management accounting—family business interface.
Scholars highlight that there is a need to provide new
insight, among other things, on the role that management
accounting can play during the succession process.

This study responds to these calls, investigating the
determinants of succession-planning activities in family
firms, in particular the positive relation between using an
MAS and the success of the transition phase. This study
provides evidence of the role of MAS in helping the
succession process from the second-generation
members to the third, in establishing the leadership of the
firm, in helping the family decision-making process (in the
new setting) and in implementing new routines.

The successor, to move from one stage to another
during the succession process, works on changing
patterns of behaviour, that is, routines. To change these
routines, the successor in this instance introduced a new
MAS, based on new tools and practices, in order to
introduce a different managerial approach and to gain the
leadership of the company.

The new leader guided the succession from the second
to the third generation in both a revolutionary and an
evolutionary way. Revolutionary changes occur when the
existing routines are drastically modified, while
evolutionary changes affect, but do not disrupt, the
existing routines (Burns and Scapens, 2000; Nelson and
Winter, 1982). Grotta del Sole represented a drastic
(revolutionary) change: the leader of the third generation,
with the support of some family members of the old one,
showed long-sightedness in starting a new business in
parallel with the old one (Vinicola Flegrea). In this way,
the leader of the new family firm was able to introduce
other (evolutionary) changes; accordingly, the process of
routinization spurred the evolution of institutions,
imposing new social habits upon people. Through both
formal meetings and family councils, the successor
enacted the existing rules and routines, forcing meanings
and values to change. This process facilitated the
renegotiations of shared understanding of organizational
activities and suspended the intra-organizational
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conflicts, with an effective change in leadership.

Additionally, the study findings highlight that combining
SEW and financial outcomes cannot be easy, at the
same time emphasising that gaining a proper balance
between emotions and facts in supporting the decision-
making process could better support the transition from
one generation to another. Indeed, this balance could
allow family firms to achieve both family and business
benefits, consistently with the model of Hiebl et al.
(2013): on one hand, family members progressively
understand the importance of avoiding intra-
organizational conflict; on the other hand, MAS could
accelerate the process of integrating the old and the new.

Therefore, findings from this study highlight how
relevant a revolutionary change could be in facilitating the
succession from one generation to another as well
supporting the emerging leadership. Additionally, the
study findings point out that, while studying management
accounting changes, several aspects regarding the
organizational activity would deserve attention. In the
investigated case, the decisions concerning the
governance structure of Grotta del Sole would have had
a great impact on the implementation of new strategies
as well as on the introduction of new practices and tools,
de facto preventing probable organizational impasses:
according to Handler and Kram (1988), power
imbalances and maintenance of structures promoting
unilateral controls can incite resistance to a successful
succession.

These changes facilitated the progressive introduction
of new management accounting practices: the MAS
adopted by the new generation represent a clear
example of how actors manage the change by altering
routines and introducing varied routines (definitely new or
modified). During family councils and the decision-making
process, values and meanings are structured and shared
through discussions on accounting data, involving all the
family members. This means that sharing knowledge and
having an informed communication, mainly through family
councils interpreted as a governance tool (ownership
benefits; Hiebl et al., 2013), lead to a high level of trust
between family members.

This means that the introduction of new management
accounting practices and tools is not a mere diffusion of
formal competence; according to Giovannoni et al.
(2011), it should be considered as a process of transfer
of cultural competence (Cherchem, 2017). Therefore, the
importance of a shared language in transferring
knowledge, visions, strategies and behaviours to different
groups of individuals should be clear. We learned the
potency of MAS in leveraging succession because the
process is primarily an emotional and value issue (Hess,
2006).

The literature strongly emphasises that decisions seem
to be made because of situational obligations and not as
a genuine desire of incumbents to manage or control the
family business. For these reasons, we delineated the
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factors behind the succession process of family-owned
businesses by investigating the entry mode of successors
and the importance of MASs in analysing the position of
the firm and deciding the right strategies to adopt.

To recapitulate, this study has contributed to the debate
on management accounting systems and succession
(Amat et al., 1994; Giovannoni et al., 2011; Hiebl et al.,
2013) by shedding fresh light on the role of four
intertwined elements:

1. The generational jump is used as a trigger to change
routines and institutions; the specific context required a
revolutionary change gained through the setting up of a
new company — Grotta del Sole.

2. Revolutionary changes are expected to cause several
problems regarding the effectiveness of the change itself
and tools useful for its management. Therefore,
renegotiation of shared understanding of organizational
activities and the suspension of intra-organizational
conflicts are required. This would mean linking the family
business succession to both external triggers and
changes in organizational routines (Nigam et al., 2016).
3. Management accounting practices can mitigate the
changes, enabling family firms to achieve organizational
cohesion in the succession process. More specifically,
management accounting plays a part in controlling and
channelling actual and latent organizational conflicts
while institutionalizing routines and, at the same time,
facilitating achievement of a balance between socio-
emotional wealth and financial rewards (Berrone et al.,
2012).

4. Management accounting change processes,
supporting the transfer of knowledge, can be considered
as inextricably linked with the succession process, which
implies the transfer of expertise, knowledge and ideas
(Cabrera-Suarez et al., 2001; Perricone et al., 2001).

We would argue that these elements could be taken into
account while planning a transition from one generation
to another, especially in the case of small family firms
and/or when a change in leadership is needed.

This study suffers from some limitations. Firstly, further
studies could be focused on investigating the transfer of
knowledge (Cunningham et al., 2017) in both explicit and
tacit (uncodifiable) ways (Hansen, 2002). Additionally,
there is room for future research in exploring deeper into
the role of macro pressures from outside the firm, which
can affect the processes of institutional change. From a
theoretical perspective, this would mean ‘exploring the
processes of institutional change through a combination
of ideas from both old institutional economics and
institutional sociology’ (Scapens, 2006). This could
support a broader perspective, going beyond the
boundary of the family business field by investigating, for
example, processes of professionalization coupled with
processes of management accounting changes in small
firms during their life cycles.
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