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Abstract This study analyses changes in non-family
employees’ psychodynamics during the family business
succession process. Based on the main principles of human
psychodynamics and from a non-family employee’s
perspective, this study examines how changes
implemented in a family business succession influence the
daily interaction between family owners and non-family
employees. The study has been implemented using
qualitative research methods and analysis of reached
information was analysed by hermeneutic analysis. Based
on case study approach this study has found that employees
can influence the planning and the implementation of
succession but are not actually the direct participants in this
process, which is reserved primarily for the new
owner/successor. It is important for the employees’
psychodynamic process that they are given information
about the succession and the information they are given is
acted upon in the manner in which it was originally
described. If non-family employees can express their
thoughts and possibly influence the implementation of
changes, that could lead to an improvement of their overall
psychodynamic balance as it relates to the family business.
The psychodynamic balance affects the employees work
well-being and motivation. If employees are given
information that differs greatly from the actions that are
implemented within the family business that increases the
need to balance the psychodynamic process and further
decreases the employees sense of work wellbeing and
motivation.

Keywords Succession, Interaction, Psychodynamics,
Information Processing, Non-family Employee

1. Introduction

Family business succession literature has almost totally
neglected the process from the perspective of employees.

To date, the literature has tended to focus on studying the
family perspective because of the type of control that
traditionally exists within family businesses (Collins,
2011). As mentioned by Chua, Chrisman & Sharma (2003),
there is a need to contribute to the non-family employee
literature. Literature concerning non-family employees has
not advanced in recent years and yet it could offer
opportunities towards greater understanding of a family
businesses’ human capital (Sonfield & Lussier, 2009). This
study answers that call by Chua et al. (2003) and Sonfield
et al. (2009) by studying the psychodynamics of
non-family employees during small family business
successions. The aim of this research is to study non-family
employees’ perceptions through multiple case study
analysis. As has been documented, the well-being of
employees’ influences productivity (Kalimo & Toppinen,
1999) which can be at risk when succession occurs while
succession also has an influence on the profitability of a
family business. (Molly, Laveren & Deloof, 2010, Davis &
Harveston, 1998).

In small family firms, participants interact very closely
with one another so when family business succession
occurs, it can result in many different kinds of changes
(Handler, 1994; Miller, Steier & Le-Breton-Miller, 2003;
Brockhaus, 2004), which impact all those associated with
the business, both direct actors and indirect actors (Morris,
Williams & Nel, 1996). The basic concepts of
psychodynamics are that human behaviour is the
consequence of ‘mind movements’ as well as the
interaction with the environment. It also explores how the
mind stimulates human behaviour, examines the interplay
between mind and behaviour, and finally how the social
environment affects the human mind (Payne, 2005; Howe,
2002). Along with analysing the factors that affect human
behaviour, modern psychodynamics is concerned with how
people interact with each other in the ‘social world’.
Furthermore, it highlights the meaning of emotions and
how a person connects with him/herself, involving past and
present experiences and between internal and external
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reality. (Brearley, 2007).

Family businesses differ from non-family firms
especially from the viewpoint of group level
psychodynamics. Ruggieri, Pozzi & Ripamonti (2014)
concluded that family managed businesses and family
ownership can be seen as a whole integrated system,
wherein the same actors play their role while referring to a
shared symbolic order (local culture, as defined), which
entails both cognitive and affective direction. Further
variables such as family involvement with the business,
family management, family ~ ownership and
trans-generational sustainability are issues that can
introduce bias in the resource evaluation process and
influence the way resources are accumulated or divested
within ~ family  businesses  (Kellermanns,  2005).
Psychodynamics influences the decision-making process
around specific issues that impact family firms such as
ownership dispersion among family members, altruism,
control concentration, family employment and succession
(Kellermanns & Eddleston, 2004; Chrisman, Chua &
Steier, 2002; Chua, Chrisman & Sharma, 1999; Gersick,
Davis, Hampton & Lansberg, 1997).

It has also been shown that a family business succession
can bring about different kinds of tensions and pressures.
Family psychodynamics can influence both the parents and
their offspring (Miller, Steier & Le Breton-Miller, 2003),
which in turn can lead to siblings fighting for priority from
their parents or parents ending up favouring one sibling
over another. In cases like ‘“family worship’, the ‘golden
cage’ or the fight for control, there is a noticeable retreat
from the symbolic family order with the web of
relationships within the family taking the leading role.
During this process, the gradual building of the successors’
leadership and skills are less represented (Ruggieri, Pozzi
& Ripamonti, 2014; Salvato & Corbetta, 2013). Research
has found that family firm predecessors are neither very
cooperative nor open because they don’t like to share
business information with others which in turn restricts the
firm’s growth and performance (Kets de Vries, 1997;
Mintzberg, 1994). In contrast, high-performing family
firms encourage all members of the organisation to
participate in developing long-term goals and strategies
(Upton, Teal & Felan, 2001). Furthermore, family business
leaders in high-performing firms tend to share their goals
and strategies with employees on a regular basis.

So far, we know how the relationships between family
member’s and behaviour are connected to family business
succession. We know the meaning of family values to
family business success and how those values bring along
both positive and negative influences in terms of
performance and the success of the business (Molly,
Laveren & Deloof, 2010, Davis & Harveston, 1998). We
are aware that family business succession is a transition of
the entire family organisation rather than a simple rotation
of management and ownership (cf. Handler, 1994). That is
why it is important to compare the connections of all
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participants to the changes that occur within the family
and the firm, because family business succession often
means addressing issues of co-existence between different
generations and participants who have been involved in
the family business. Family business succession should
not be seen as a single event in the life circle of a family
firm but more like a cyclic event occurring
intergenerationally (Ruggieri, Pozzi & Ripamonti, 2014).

Family business succession still needs scholars to
compare all parties during and after the structuring of a
new form of organisation, and to analyse how the creation
of a new culture can be utilised and harnessed for the
benefit of the business by those both inside and outside the
family unit. This study aims to fill the gap in our
knowledge around how changes in psychodynamics
influence the behaviour of family and non-family members.
As mentioned previously, the experiences of non-family
employees have not been sufficiently studied; we still have
much to learn about how non-family employees’
experiences help influence both the success of family firms
during succession and the impact on the overall
performance of the family business. This study is inductive,
and its nature is explorative. It creates a new theory about
phenomena of real life and that is why qualitative approach
in this study was the most suitable (Welch, Piekkari,
Plakoyannaki & Paavilainen-Méntyméki, 2011; Yin, 1994).
Through a qualitative research method, this study sought to
answer the following research questions: How does family
business succession affect the mindset of non-family
employees as well as examining the impact on their
behaviour and attitude towards their environment? Which
kind of psychodynamic reflections has an employee to the
social environment within a family business?

2. Literature Review on
Psychodynamics

2.1. Psychodynamics and Its Characteristics

Psychodynamics is based on the work of Sigmund Freud
and his adherents. The basic rule of psychodynamics is that
human behaviour is a result of mind actions and
interactions with others. Psychodynamics highlights how
the mind stimulates behaviour, the interaction with the
environment, how the mind stimulates human behaviour,
the interplay between mind and behaviour, and finally how
the social environment affects the human mind (Payne,
2005; Howe, 2002). In addition to that mentioned, modern
psychodynamics is interested in behavioural factors for
example, how humans interact with each other in the
‘social world’. In terms of this research, that ‘social world’
is the family business environment during succession.
Furthermore, Brearley (2007) highlights in modern
psychodynamics the importance of emotions and how
those emotions interact between self and other, present and
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past, internal and external reality.

Human interaction and psychodynamics are an
important part of management and organisational
behaviour. In  human  management literature,
psychodynamics relates most to development of
personality (Kets de Vries, Vrignaud, Korotov, Engellau &
Florent-Treacy, 2006) as well as organisational identity
and learning (Brown & Starkey, 2000). Furthermore, it
links to such concepts like CEO personality (Nadkarni &
Hermann, 2010), change agents and human networks
(Battilana & Casciaro, 2012), good employee citizens in
different kinds of human relationships within organisations
(Anand, Vidyarthi, Liden & Rousseau, 2010). Common to
all those concepts is that they are related to human thinking
and the relationship environment between people in
organisations.

Behind psychodynamic theory is self psychology
(Cushman, 1990) an individual’s self-experience and
relation to self, to his/her environment are present as well
as identity as personality. The human self is constantly
changing and consists of several different features such as:
early experiences, memories, values, etc. (Jonides, Lacey
& Nee, 2005). Personality psychology has shown that from
the five big personality features, three (extrovert,
amicability and emotional stability) look to support the
development of general trust and openness when it comes
to human interactions (Ignatius & Kokkonen, 2005). The
forming of the complete self-experience and identity
affects those principles as the person directs their own
behaviour and develops self (Cushman, 1990). For
example, from the viewpoint of self-psychology and
object-relationship theory, it is possible to find inside the
human mind, mental actions and a desire to gain control of
the psychic wholeness in self-experience (Kohut, 2009).

2.2. Psychodynamics Observations from Environment
and Experiences

The human mind divides into two different levels that of
conscious and unconscious. That division is the central
factor behind several psychological phenomena like
information forming, self-experience or thinking (Piaget,
1926; Hayek, 1952; Beck, 1985). Human conscious
self-perception can be distorted because a person stores
rejected and threatening material like emotions and
thoughts to the unconscious memory (Jonides, Lacey &
Nee, 2005). Moreover, humans have a consistent tendency
to act reasonably because of a natural need to maintain
‘mind balance’ (Tang & Posner, 2009). In essence, the
human mind tries to move away from a disturbed or chaotic
order to reach more balance and have a continuing
complete experience with self (Cushman, 1990; Kohut,
2009). In this study, especially meaningful from the
viewpoint of psychodynamics, is how the human mind
forms and stores information to both the conscious and
unconscious mind as well as how it interprets perceptions
associated with different kinds of situations. One of the
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objectives of psychodynamics is to understand the human
mind and it actions, and to form a connection between the
concept of psychodynamics, human consciousness and the
surrounding world (Maiteny, 2002).

Human information forming in relation to the
surrounding world is based on cooperation of our
conscious and unconscious mind, which forms a
hermeneutic circle (figure 1) (cf. hermeneutic of science,
e.g. Easton, 2010; Sayer, 2000). In that mind process, new
observations from the environment are joined together with
pre-understanding formed by earlier observations and
experiences (Anderson & Goolishian, 1992; Fruggeri,
1992).

Pre-
understanding

Notification of
details

Examination
of situation

Understanding
strengthen on
every round

Figure 1. Hermeneutic circle of information forming (cf. hermeneutic of
science, e.g. Easton, 2010; Sayer, 2000)

Human senses make observations all the time about the
environment, even in relation to such issues that are not
active in the mind at that moment. Even when a human
mind is concentrating on something in particular, the
senses are continuously aware, observing (data forming)
and filing that information in the unconscious mind (Meyer
& Damasio, 2009).

Central to the information forming process are
interpretations of observations and connecting them with
earlier experiences (Baars & Gage, 2010; Costigan, llter &
Bergman, 1998). After instant experiences, observations
are recorded to the long-term memory separate from the
conscious mind (e.g. Meyer & Damasio, 2009).

For the conscious mind, thinking is active and
immediate while memories and recollections are recorded
to an individual’s memory (Solso, 1979; Saariluoma,
Kamppinen & Hautamdki, 2001). The human mind records
details from earlier experiences as well as emotions and
reactions. Where the human mind in time will forget details
of memories, those recollections and emotions reside
longer in the memory (Solso, 1979; Saariluoma et al. 2001).
Furthermore, it has been possible to show that thinking
guide emotions (Frijda, 1986; Lazarus & Folkman, 1984;
Ortony, Clore & Collins, 1988) and correspondingly,



106

emotions guide information forming and decision making
(Albarracin & Kumkale, 2003; Schwarz & Clore, 1983).

In cognitive psychology, the concept of hindsight bias is
important. It describes a phenomenon in the human mind
where a memory forms around some event, which over
time develops new interpretations and gives experiences
new meaning (Delmar & Davidsson, 2000). According to
recent studies, hindsight bias causes a distortion of
recollections, understanding of necessity and predictability
of things and situations (cf. Blank, Nestler, von Collani &
Fischer, 2008; Nestler, Blank & Egloff, 2010; Bernstein,
Erdfelder, Meltzoff, Peria & Loftus, 2011).

2.3. Psychodynamics & Thinking

Thinking affects the meaning an individual creates
around observations and information. In the meaning
giving process, human subjectively gives meaning and
constructs its own behaviour and requirements in
accordance with the environment (Meyer & Damasio,
2009). The giving of meaning to observations and
experiences is based on memory structures formed by
previous ones (Beck 1985, Brewin,
1996begin_of the skype_highlightingend_of the_skype_
highlighting). Meaning giving is a phenomenon of the
mind and by giving meaning an individual relates
him/herself to the world and understands the world
sensibly and as a manageable entity (Beck, 1985).

According to Piaget (1926), thinking’s basic forms rest
on the constructive interpretation of meaning, in that
human thinking and information forming is based on action
and interaction where a person adapts to his/her
environment and its principles. In his theory, Piaget
combines the concepts of accommodation and assimilation
to commitment. In assimilation, a person adapts to the
principals of the physic and social environment in order to
develop a form of thinking that makes it possible for
him/her to survive in the world. Correspondingly,
accommodation describes human thinking and the
interpretation of the world, which is needed to analyse and
possibly reform the schematic structures of the mind.
Schemas (Beck, 1985) fulfil and adapt to the physic and
social world where a person lives and acts. A person
observes the world in that it is the target of his/her
conscious actions, as a result of both thinking and
observing an action, the thinking and action is both
influenced and directed (Beck, 1985; Snow, Corno &
Jackson, 1996).

Psychodynamics is based on each individual’s mind
model, for example, ways to handle observations and how
to relate to the surrounding environment. In this research,
the surrounding environment refers to small family firms
that are going through a family business succession while
individuals mind models will be examined in the context of
changes caused by the succession process. In terms of each
individual’s mind model, three different experiences are
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important for psychodynamics: mirroring, idealisation and
twin-ship (Kohut, 2009). Mirroring means how you reflect
yourself to others, idealisation is the proportion of
idolisation of an individual by others, and twin-ship
concerns the feeling of cohesion. These three are important
because through them a person constructs a basis for
self-existence and sense of similarity with other people.
The quality of experience affects the forming of
self-experience, because the life principles of an individual
relate to self-ideals and values which form from each
individual own early mirroring experiences with other
people.

Human development and operations are affected by a
number of different factors such as the environment, where
a person acts, which kind of social relationships exist in the
environment he/she has and how a person relates to
him/herself. All aforementioned factors impact on what
kind of mind a person has, how their thinking forms and
how it will affect his/her behaviour and attitude in various
situations. Human interaction is never one-sided;
interaction reflects on each other and will affect the quality
and form of interaction of other participants.

2.4. Psychodynamics, Management and Organisational
Behaviour

Psychodynamics in management is connected strongly
to organisational behaviour and that is why it has
influenced organisational management and the success of
management actions (Vince, 2011; Schneier, 1974).
Modern psychodynamics is concerned with how people
interact with each other in the social world (Payne, 2005;
Howe, 2002) and with work interactions that occur within
organisations. Management actions and organisational
changes are situations where different individuals, their
identities and personal goals come easily into conflict.
Brown & Starkey (2000) state that from a psychodynamic
perspective, organisational learning involves
understanding and mitigation of ego defences that tend
toward regressive retreat from a changing reality.
Furthermore, they state that management’s role is to
promote mature and adaptive thought and action in pursuit
of collective organisational good. Where management is
not able to create a good relationship in the workplace,
poor workplace relationship can enhance situations where
individual employees negotiate specific arrangements for
themselves with their employers (Anand, Vidyarthi, Liden
& Rousseau 2010).

Psychodynamics is connected to an employees’
cognitive processes (Brown & Starkey, 2000), which
means that an employee’s previous experience influences
his/her capabilities in terms of handing new and strange
things or happenings in life. According to Brown &
Starkey (2000), a psychodynamic perspective to
organisational identity and learning argues that
organisational learning can be held back by the
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organisations efforts to preserve its identity. In
organisations every person or group, each entity needs at
least a preliminary answer to the questions: “Who am 1?”
or “Who are we?” in order to interact effectively with other
entities in the long term (Stuart, Ashforth & Dutton, 2000).
According to Brown & Starkey (2000), from a
psychodynamic perspective there are no straightforward
solutions when it comes to issues around changing identity
especially in terms of an individual’s unconscious defence
mechanism. Individuals and organisations defend their
existing identities and that way reduce their opportunities
to learn or adapt to changes in the environment. The
underlying task in the management of groups and
organisations is the same from a psychodynamic
perspective: to create an emotional climate where
individuals are able to balance the need to feel they belong
to a group without losing their individual identity so that
they can work towards organisational goals that improve
their self-esteem.

3. Methodological Choices of the
Research

3.1. Case Study Approach

The case study approach used in this research paper aims
to derive conclusions from a limited number of cases (Yin,
1994). While studying processes and exploring meanings,
this case study method helps researchers to answer
questions such as how and why, by using those involved as
a reference point, as opposed to relying on predetermined
solutions (Cater and Justis, 2009, 112). This research seeks
to learn from what already exists and to provide a
description of the phenomenon. The stories from
participants were collated as well as any observations that
were made in relation to the goal of the research. The
purpose of the hermeneutic function analysis in this case is
to stimulate exploration by interpreting the research subject
and by describing succession characteristics. This study
also contributes to the mental process and its role during
succession. This research is a multiple-case study, as it
involves three cases. The selection of cases was based on a
pre-consideration of the situation in each case. The logic
underlying the use of multiple case studies is the same.
Each case had to be carefully selected so that it either
predicts similar results or produces contrasting results but
for predictable reasons. In this case, selection was based on
selecting firms with similar characteristics for the research
setting.

3.2. Informants

This research adopted the following approach to each
case study: we contacted prospective small family firms
and first ascertained if the firm had the necessary
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requirement and willingness for a satisfactory research
implementation. After receiving positive answers to
conduct the interviews, we started to outline a list of
subjects that would be handled during the interview. The
research plan was written so that a preliminary
understanding of the subject was reached. The interviews
were qualitative, with open-ended questions and notes on
the experiences of other participants about the succession
process in family businesses. The primary research data
collected was shaped from interviews and supplemented by
observing the participants as well as the review of company
documents. All the companies represented different fields
of business. One of these small family firms was founded
in the 1980s and the other two at the beginning of the 1990s.
All three companies are founder generation firms, which
are facing their first succession. Interviews were carried
out in an unstructured format, there was a preliminary list
of subjects to handle during the interview while the
interviewee answered the open questions. The preliminary
list of subjects acted as a guideline and as a checklist for the
interviewee.

3.3. Data Collection

Data for this research was collected in three different
ways. The first part of the data collection was through
interview. Interviews were conducted individually,
totalling 14 participants: 3 from each case. The length of
the interviews varied between 20 minutes and 70 minutes.
All interview material was recorded on tape, for a total of
10 hours 53 minutes. The transcribed interviews totalled
181 pages. Other observations included the behaviour of
the interviewees under interview conditions: their facial
expressions, the gestures and the tone of voice. These
observations were compared with the voices on the
recordings. Furthermore, personal notes were written about
the experiences of meeting the participants during the
regular working contacts. In addition, similar notes were
made before and after the interviews. These have enabled
us to explore the data in more depth and also analyse what
occurred in the family businesses after the interviews.

3.4. Analysis of Data

The conceptual methodology of this research consists of
two basic branches: analytical and interpretative. The
interpretative branch is designed to reveal meanings behind
concepts and their definitions, in such a way as to expand
the understanding of those concepts. We can analyse
meanings related to the concepts, while the interpretation is
linked with contextual factors (Kyr6é and Kansikas, 2005,
122). The data collected from this study has been analysed
by hermeneutic (Clarke, 1999; Myers, 1997) and abductive
analysis methods (Walton, 2007; Josephson & Josephson
1996, 6). Hermeneutic analysis concentrated on indexing
the interviews, which examined the interviewee’s stories
about their experiences during succession. It also looked at
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what happened and how those events and experiences
affected their thinking and relationships. Data was
collected from different groups of participants, (founders,
successors and non-family employees), which made it
possible to compare the different participant stories and
their experiences.

Abductive analysis was used alongside the hermeneutic
method. It deals with observations from research and
theories, comparing and explaining findings. In this
research, abductive analysis is important from a
phenomenological perspective. Essentially, this research
seeks to understand phenomena that occur in daily life. The
purpose of the research is not to test some already existing
theories through hypotheses, but to achieve an
understanding of phenomena and through the findings,
shape and formulate some contribution towards the
existing theories. Analysis of the data started during the
transcription process and continued during the reporting
process. Abductive analysis needs continuing alertness and
critical thinking about connections, possible explanations
and research findings. Researchers have to be able to
identify which findings are important for the validity of
their research and which findings may be questionable
and/or viewed with suspicion or doubt. Furthermore, a
researcher has to be able, by use of preceding or existing
theories, to argue their own conclusions logically.

4. Results

The results of the study show that the bigger the changes
implemented, because of succession, the more pressure it
means for the employees’ psychodynamic balance.
Moreover, it is possible to notice that every change brought
about by succession causes psychological processing to
occur in mind of the employee. Of course, it is easier to
accept and adapt to positive change, but what is of more
importance is the size of the change. Sometimes large and
demanding positive changes bring as much change to the
employees psychodynamic as that of a similar sized
negative change. Employee’s experience of that change
will define which direction they see the change taken by
the firm. Generally, it is possible to state that employees
see positive change as a developing and improving process
and correspondingly that negative change will be seen as a
threat for the family business and for the continuity of
employees’ work. Moreover, positively viewed change
increases an employee’s commitment and work motivation;
positive change can have an improving effect on the
employee’s sense of work wellbeing. On the other hand,
negatively viewed change can have the opposite effect.

4.1. Cases Where Employees Were Not Supported and
Left Alone: Individual Level

Employee case 1: “...they (founder and successor) are
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both out and we have to manage all daily actions by
ourselves.....we (employees) don’t know if we have done
things right or no.....they (founder and successor) give
instructions about things we (employees) are already
doing for months....we (employees) are all worried
about the firms future, because the successor is planning
new projects all the time even though previous ones have
not yet been finished.....all this has had an influence on
our work motivation and it is difficult to get up in the
mornings and leave for work.....

Employee case 2: “...they (founder and successor) hold
a meeting over almost every small thing and it takes time
and time...meetings are held on things | was previously
able to decide for myself....they don’t listen to anyone
though we (employees) know how things are happening
out in the field...

In studied cases 1 and 2, employees felt that they were
left outside the decision-making process and that family
members were not interested in their thoughts and visions
for the future of the family business. In case 1, employees
had to organise and manage the daily operation of the
family business completely alone. Decisions made by the
founder and successor were made without any kind of
consultation or with the cooperation with employees who
were running operations on a day to day basis. Information
given to employees about the daily activities was often
incorrect or not implemented by the founder or successor.

In case 2, employees reported that the decision-making
process during succession took too long and that it affected
the daily work. It was felt that the situation led employees
to feel worried about the future of the family business.
They were not able to trust their leaders and they felt the
need to protect their psychological ownership of the
business i.e. that sense of belonging to the firm (cf.
Savolainen & Kansikas, 2013). All that increased the need
to think about even the smallest daily activity. This further
affected the employees’ sense of work well-being and
work motivation.

A common factor in cases 1 and 2 from the viewpoint of
employees was uncertainty and the limited information
provided about planned and implemented changes.
Incorrect and delayed information forced employees to
solve daily problems themselves and that led employees to
wonder if their decisions were correct and in line with the
interests of the founder and successor. In periods of
uncertain or unclear situations, employees started to collect
available information  from  their  environment.
Psychologically, the mind is such that in strange situations
it starts to create predictions about the future based on
pre-assumptions, which are more often negative than
positive.  Limited information, incorrect orders,
overlapping decisions of the founder and successor led to
situations where employees started to find supporting
evidence and information for pre-assumptions which were
based on previous experiences.
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4.2. Cases Where Employees Were Not Supported and
Left Alone: Group Level

Successor case 1: ..we (founder and successor) had
such a condition that...like everyone had it assimilated
and understood and so on..that we (founder and
successor) thought that it was enough when we give
instructions.... tell it to them (employees)...

Founder case 2: ...the successor started to wonder, what
if an employee will fulfil his threat and resign because of
those change which he implemented for succession... yes
I noticed that decision making has been problem and it
takes time...It was the successors idea to limit the
empowerment of employees, he wanted to have more
control over what was happening in the firm...but now it
looks that there is too much control maybe....

In cases 1 and 2, implemented family business
succession had a negative effect on non-family employees’
psychodynamics and it directly affected their behaviour
and attitude towards their working environment. It also had
a corresponding impact on employees towards the founder
and the successor in the family business, for instance,
employees’ behaviour and attitude towards the founder and
successor changed. The founder and successor were
similarly affected by the change in their employees,
becoming more uncertain and it altered their decision
making in relation to the implementation of changes
following the family business succession.

Founders and successors noticed that employees trust
towards them and to the continuity of family business
decreased. Employees resisted almost all the changes while
successors found that they had a reduced connection to the
employees. From these two cases it is evident that the
psychodynamics of non-family employees had an effect on
the founders and successors psychodynamics and how they
ran the firm and the kind of decisions they made. In these
two cases, official information was limited and sometimes
unreliable, employees as a group started to make their own
informal conclusions and decisions. Their conclusions
were based purely on their own information about was
happening in the family business. They evaluated the
behaviour of the founder and successor and from that came
to their own conclusions about how trustful they were, in
other words, employees altered each other’s
psychodynamic balance.

4.3. Case Where Employees Were Supported and
Included: Individual Level

Employee case 3: “I have encouraged successors and
said to them that it’s great they take care of the
continuity of this family firm...succession is positive
because it brings along new developments...it
(succession) has cheered up the atmosphere in the
firm...they (founder & successors) asked our (employees)
opinions about changes...we (all founder, successor &

109

non family employees) have had official meetings and
unofficial events together and we have discussed lots of
things and develop the firm together...

Case study 3 contrasted completely with Cases 1 and 2.
In this case, founder and successors (there were three
successors) had taken non-family employees into the
decision-making process and consulted with them on
planned changes. In addition, non-family members were
asked to join family meetings when decisions impacted
employees’ work or position in the firm. The behaviour of
this founder and these three successors supported the
manner in which employees’ treated information and the
way they came to conclusions related to that information.
In case study 3, employees did not have to make their own
conclusions about what was going to happen to the family
business they were a part of as they were at the centre of
action/decision making. They knew beforehand what was
coming and they had been able to give their opinions
concerning planning and implementing change related to
succession. In this case, employees were able to more
easily define their behaviour and relationship to their
environment (i.e. the family business), which assisted the
interests of the business and helped its continuity.

In this case, employees reported that they felt the
atmosphere in the family business changed to one that was
more inspiring and refreshing than before succession had
started. Employees found they were more motivated and
enjoyed working in the firm. In this instance, the family
business succession changed their behaviour because of the
manner in which it was handled and as a result it also
improved their attitude towards their working environment.
Information employees received was accurate and on
virtually every occasion they knew about events before
they happened. The conclusions they made from observing
the behaviour of the founder and successors were in
accordance with information provided at an earlier stage in
the succession process. All actions and events within the
firm encouraged the employees to trust the founder and
successor from the beginning, which is extremely
important because it set the tone for the future relationship
between successor and non-family employees which in
turn supported the goals of the family business.

4.4. Case Where Employees Were Supported and
Included: Group Level

Founder case 3: ““...employees did their work even better
than before...they wanted to do more with successors
and cooperate...succession brought positive
consequences...they have more responsibility...if they
notice there is something we have not been able to do
during normal working hours, they (employees) comes
to do it even during weekends... Implementation of
succession has been fairly easy to us...everybody in the
firm has to know what and when things happen...
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In this case, family business succession had a positive
effect on non-family employees’ psychodynamics.
Succession improved employees’ attitude towards their
working environment and it also reflected positively on
other members in the firm. In this particular firm,
succession brought about a positive feeling of something
being done. Decision making and future planning were
much easier for the founder and successors because they
received very supportive and encouraging feedback from
other members in the firm. In this case, the founder and
successors were able to notice that non-family employees
trust towards them and the firm increased. The changes the
founder and successors needed to implement were
relatively easy to make because employees have been
informed of all the needs of the family business, of future
plans and projects and therefore had enough information
from the beginning of the process which enabled them to
adapt in time to the new working environment. In this case
employees didn’t need to arrive at their own conclusions
because they all had the proper information, which the
behaviour of founder and successors supported.

5. Discussion

It is possible to see that family business succession in
small family businesses can affect the psychodynamic of
all those involved in the family business, which includes
customers, suppliers and other actors. In all three cases, the
relationship between non-family employees’ and the
family business changed because of the succession. When
employees saw a positive succession with the aspects
mentioned above such as inclusion in the decision making,
openness and transparency, their thinking about the firm
and its future became more positive. On the other hand,
when employees saw a succession process which displayed
the opposite characteristics, their thinking about the firm
and its future prospects became more negative. Family
business successions seem to change non-family
employees’ psychodynamic balance so that they were
forced to reform their thinking towards the firm and its
leaders. (cf. Payne, 2005; Howe, 2002).

Psychodynamics from the Perspective of Non-family Employees during a Small Family Business Succession

5.1. Importance of Open Communication and
Behaviour

In psychodynamics, an individual’s relationship and
behaviour to the existing social and physic environment is
based on their own model of inner mind and the way in
which they handle observations from their environment. In
psychodynamics, this is also a key aspect because attention
is paid to how people interact with each other in the social
world (Payne, 2005; Howe, 2002). In case studies 1 and 2,
where the employee’s psychodynamics developed in a
negative direction, employees reflected more on their
observations about the daily processes in their respective
firms and compared them to their previous experiences and
memories. Their thought process tried to form new patterns
that could identify how current observations related to
previous experiences and memories (cf. Piaget, 1926, 1930;
Beck, 1985; Snow, Corno & Jackson, 1996).

The quality of observations from the environment and
experiences affect the forming of the employees’
self-experience which accord with their life goals,
self-ideals and values. Non-family employees’ perception
making enabled them to compare the level of trustfulness
between the original founder and the current successor
while also identifying differences in behaviour and
approach. (cf. Costigan et al. 1998). According to the
results of this study, open communication within the
organisation, indicating change in advance and giving
adequate time to adapt, all reduced the level of suspicion
and tension among employees towards future changes.
Such a pro-active approach led to a positive correlation
between change experience and employee commitment,
work motivation and wellbeing.

In the human mind, observations connect to the
individual hermeneutic thinking process, in-turn the
thinking process expresses itself in an individual’s
behaviour. In cases 1 and 2, where information did not
match an employees’ observations within the family firm,
the thinking process led employees to question the
accuracy of the information they had received and led them
to create predictions about the future, which in these cases
were negative. These observations and predictions
influenced their attitude which became reflected in their
behaviour (Figure 2).
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Figure 2. Hermeneutic information loop and psychodynamic loop connection (cf. e.g. Easton, 2010; Sayer, 2000; Payne, 2005; Howe, 2002)

Results from the case studies indicate that changes in
non-family employees’ psychodynamics and behaviour
leads to a corresponding change in the behaviour and
impacted the psychodynamic balance of the founder and
successors (cf. Payne, 2005; Howe, 2002). Change in a
firm often causes pressure for an employee to change their
way of thinking which in turn leads to changes in actions. If
one employee in a firm changes his/her behaviour it is
natural that it will have reflect on the behaviour of others
and their future thinking.

5.2. Employees Psychodynamics Reflects Decision
Making and Succession Implementation

Non-family members quite often think that succession in
the family business they work for does not belong to them
and as a consequence, they can often feel quite excluded
from the process. It also appears that family members,
founders, successors felt they did not need to discuss or
even inform non-family employees about future events in
their firms. The findings of this research indicate that
non-family employees, especially in small family firms,

are actors in the family business succession along with
founders and successors. Non-family employees can
impact, both directly and indirectly through their behaviour,
on the decisions founders and successors make during the
implementation of the family business succession (Figure
3). That employee affect happens partly consciously and
partly unconsciously (Payne, 2005; Brearley, 2007; Howe,
2005).

Figure 3 describes the Handler model (1994) and how
employees are attached to the predecessor and successor at
different periods of the succession-leadership change. The
Handler model has been in use for a long time and needs
updating. It is too mechanical/rigid and has left out many
important parts of family business succession like the role
of non-family employees. At the same time, it is very
simple and clear when it comes to presenting the various
stages of succession. However, results of this study differ
remarkably for Handlers model (1994) and the precise
steps of changes. Non-family employees who were
interviewed said that from their viewpoint, the succession
from predecessor to successor was a smooth transition.
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E.g. Employee case 2, “...It was a smooth transition
from predecessor to successor...”

Employee case 3, ““...1 did not see any real steps there at
all, we seemed to glide through the succession...”

From the viewpoint of human psychodynamics, these
results are very rational. In agreements and statements, we
can set precise dates and deadlines for different issues and
changes. The ability to adapt and made decisions, agreed
details and changes, requires time for consideration of
meanings, of agreements and changes along with other
psychological adaptation processes. As presented above,
thinking and psychodynamics are strongly linked to
observations from a person’s environment. When an
employee observes the implementation of decisions,
agreements and changes and sees they are not same as the
information given and outcomes forecast, these decisions,
agreements and changes won’t be taken on board because
the thinking and psychodynamics are still connected to
earlier practices. When observations and information about
decisions, agreements and changes are linear, adaptation to
decisions, agreements and changes happens little-by-little
within the unconscious mind. The ability to adapt is
subjective and the length of time needed varies from
individual to individual.

5.3. Positive Development of Employee
Psychodynamics Improves Work Motivation and
Increases Commitment

Human beings have the natural tendency to maintain
their ‘mind balance’ and act reasonably. Furthermore, the
mind tries to move away from mind imbalance, disturbing
situations or chaotic scenarios and instead reach an
ongoing, more stable experience with self. Human
information forming is based on the cooperation between
the conscious and unconscious mind, where new
observations are connected to pre-understanding which has

been formed from earlier experiences (Anderson &
Goolishian, 1992; Fruggeri, 1992). Human senses make
observations constantly even from issues or situations that
are not at that precise moment active in the conscious mind.
Even when an individual’s action is a totally concentrated
conscious action, his/her senses are constantly making
unconscious observations about the surrounding
environment.

From the psychodynamic perspective, the human mind
and its thought process resembles a spinning top, where
kinetic energy supports the human minds’ conscious and
unconscious observations from reality. And like the
spinning top, the human mind tries to find balance very
quickly. Correspondingly, humans reflect on what is
reasonable based on visions of memories and mind
structures formed from previous life experiences (cf. Piaget,
1926, 1930; Hayek, 1952; Solso, 1979; Beck, 1985; Snow,
Corno & Jackson, 1994; Brewin, 1996; Hakonsson, Obel &
Burton, 2008).

In the studied cases, changes in employee’s
psychodynamics had both negative and positive effects and
the nature of the effect correlated to the experiences a
non-family employee had as a result of the changes caused
by implemented succession. All these effects reflected both
the employees mind and thinking, and defined their
behaviour and attitude towards their surrounding
environment, for instance, the family firm, membership in
work, role in the community and so on. Changes in
non-family employees’ behaviour also reflected and
affected members of the organisation they were a part of.
(cf. Payne, 2005; Howe, 2002).

When the psychodynamic loop is positive (like in case 3)
it works at both the individual and group level and helps the
family business owners to implement needed changes
(figure 4). With positive psychodynamic balance everyone
in family firm behaves in such a way that it keeps up others
positive psychodynamics. As in case 3 employees were
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When the psychodynamic loop in the family firm is
negative (like in cases 1 & 2) it sets challenges for the
predecessors and successors when it comes to

implementing the family business succession (see figure 5).

According to the results of this study, under a negative
psychodynamic loop, members in the family firm
concentrate on contributing to their own interest and
defending gained privileges. From the viewpoint of
employees, a negative psychodynamic loop means
resistance to change and negative feedback to predecessors
and successors. As in case 1, non-family employees saw
that changes caused by succession threatened the firm and
as a result, they sometimes ignored or resisted the changes
and continued their daily work in their usual way.

6. Conclusions

In small family firms, where cooperation and interaction
between people is very close and frequent, changes in the
way individuals behave and think impact on other members
in the firm. It can also be seen how important it is to inform
non-family employees about a family business succession
i.e. what it really means and what kind of changes it will
bring along. The results of this study suggest that when

non-family employees are active participants in succession
process, they can affect the timing, direction and ultimately
level of success of the succession.

Compared to Kellermanns & Eddleston (2004) study,
this study has shown some of the reasons why family
business succession can lead to relationship conflict, effect
the firm’s performance and the succession implementation.
Kellermanns & Eddleston (2004) argues that the effects of
conflict on performance cannot be completely understood
without taking into account the relationship among family
members. This study has shown that it is critically
important is to understand the reasons for conflict as well
as the behaviours and relationships of non-family
employees. As one of theoretical conclusions has stated,
stakeholder theory could be better integrated as part of
family business succession research.

The results of this study indicate theories about effective
succession implementation have overlooked one of main
aspects that influence succession especially when it comes
to small family firms. This study has shown that
non-family employees can affect how successions are
implemented in a family business (cf. Dyck, Mauws,
Starke, & Mischke, 2002; Le Breton-Miller, Miller &
Steier, 2004; Kets de Vries, 1996; Handler 1994; Miller,
Steier & Le Breton-Miller, 2006; Habbershon & Williams,
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1999). Based on results, this study has presented an
improved version of Handlers four step model in this paper
(Figure 3). This study has shown that changes in employees’
psychodynamics can have significant impact on their
behaviour within their working environment, which in turn
can influence others (knock-on effect). For family business
owners it is not often clear how their employees will accept
a business succession and that is why in succession theories
and in terms of practical implementation, the non-family
employee perspective should be included more widely.
According to the results outlined in this study, from the
viewpoint of non-family employees, family business
succession is not about clear steps to be taken but more like
a smooth transition from predecessor to successor (cf.
Handler, 1994; Cater & Justis, 2009).

According to the results of this study, from the
perspective of the employees’ psychodynamics, trust is one
of the key elements in the succession process. A change of
leader forces employees to rebuild their trust as dyadic trust
in the new leader. Employees’ dyadic trust is combined
with organisational trust; so in cases where an employee
has to rebuild the dyadic trust in the leader it happens first
and as a result guides the direction in which organisational
trust will develop. A key element in the rebuilding of trust
is the perception employees have about the leader’s
behaviour in the organisation and the kinds of actions that
will take place in the organisation on a daily basis. Open
communication, including all members within an
organisation, regardless of whether they are a family
member or not, supports the development of dyadic trust
and, if possible, non-family employees should be brought
along as listeners to family meetings where decisions are
taken.

This study illustrates two practical implications, firstly
the importance of open communication and interaction.
This study has shown that where non-family employees
can participate in decision making, the family firm has a
greater chance of success around succession (cf. Waddel &
Sohal, 1998). It is important for employees to present their
ideas around issues in firms and that they are informed
about what changes are coming and when those changes
will be implemented. These issues directly affect the
employees’ commitment to a firm and the firm’s future and
have an impact on work motivation and work wellbeing.

The second practical implication is the importance of the
relationship between actions and information. In the
context of family business succession and employee
psychodynamics, this study has confirmed previous
theoretical findings around how trust is formed. For
instance, people in organisations compare actions and the
information they were given, if there is a disparity it can
lead to a loss of trust, even suspicion, on the other hand,
when actions match information given the opposite can
occur. (cf. Good, 1988; Costigan et al., 1998; McCauley &
Kuhnert, 1992). The period around succession can often be
quite uncertain for employees, when information is
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followed by action consistent with that information, then
the employees mind and thinking is reassured and
supported. Properly timed information that can be trusted
reduces an employee need to collect information from their
working environment and therefore prevent them from
using unofficial observations as the basis for unwelcome
assumptions that can be very damaging for the
implementation of the succession process.

This research paper has some limitations, the most
important of which concerns the case study method. Firstly,
the results from the case studies cannot be generalized to
some wider scenario or if so, only with extreme care.
Secondly this study has its own context and the results
cannot be applied outside of this context (Welch, et al.
2011). As a concept, psychodynamics is very broad and
over the years, scholars have presented many different
perspectives, which have further broadened it as subject. In
this study, psychodynamics is applied from a modern
perspective which highlights its influence on individual
behaviour and interactions within a business environment
i.e. the results of this study are only connected to this
modern perspective of psychodynamics while the
broadening outside of this limitation in not advisable. A
further limitation of this study lies in interviews having
been conducted in a confined geographic area (i.e. Finland),
which raises the issue of cultural differences in other
countries. Because the nature of this study has been
explorative and so to reveal new interesting phenomenon
from real world. In the future it is most recommendable to
study further the results of this study by wider quantitative
study and in other cultures.

This study has shown how important communication
and the participation of all those involved, directly and
indirectly, is for the success of the family business
succession and the future of the family firm. Open
communication and interaction require trust from all
participants. The changes that arise around the family
business succession is a time which can challenge trust. Up
to now, studies have focused on the appearance of trust in
family businesses generally and the moment of family
business succession, however, few studies exist from the
non-family employees’ perspective, which is important to
study, because as shown in this study, non-family
employees influence have an important influence and part
to play around family business succession. Scholars have
presented many models on how to implement family
business succession effectively (Royer, Simmons, Boyd &
Rafferty, 2008; Le Breton-Miller, Miller & Steier, 2004;
Handler, 1994). In the future, the non-family employee
experience and influence around succession it should be
studied with the aim of seeing how it can inform and
improve this important process. As this study has
concentrated on successions in small family firms, it would
be worth focusing on larger family firms at the time of
succession especially family businesses where there is
more than two organisational levels as it is possible that
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employees’ experiences will present differences from the
smaller family firms.
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