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Abstract

Family business succession represents a critical challenge threatening enterprise continuity and economic stability, with particular com-
plexi-ty in innovation-intensive environments. This study examines how succession ability cultivation and family governance structure
influence enterprise succession success through innovation ability's mediating role in family enterprises in Shenzhen, China. Drawing on
resource-based theory, agency theory, and stewardship theory, we develop an integrated framework proposing that succession antecedents
influence outcomes both directly and indirectly through innovation capabilities. Using quantitative survey data from family business stake-
holders representing diverse organizational roles, generations, and industries, we employ partial least squares structural equation modeling
to test hypothesized relationships. Results demonstrate that both succession ability cultivation and family governance structure positively
influence enterprise succession success, with innovation ability partially mediating these relationships, accounting for approximately half
of total ef-fects. The findings reveal that successful succession in innovation-intensive contexts requires not only systematic successor
preparation and effective governance mechanisms but critically depends on developing innovation capabilities that enable adaptation and
renewal during leadership transitions. This study contributes to succession literature by identifying innovation as a central mediating mech-
anism linking traditional succession factors to outcomes, demonstrating the need for context-specific succession theories acknowledging
environmental contingencies. Practical implications suggest family enterprises should adopt integrated approaches combining innovation-
oriented succes-sor development, governance structures balancing stability with flexibility, and strategic prioritization of innovation capa-
bilities. The re-search provides actionable guidance for family business owners, professional advisors, policymakers, and educators sup-
porting sustainable generational transitions in dynamic business environments.

Keywords: Family Business Succession, Innovation Ability; Succession Ability Cultivation; Family Governance Structure; Chinese Family Enterprises.

1. Introduction

Family enterprises represent a fundamental pillar of economic systems worldwide, contributing substantially to employment generation,
wealth creation, and regional development. These businesses possess unique characteristics that distinguish them from non-family corpo-
rations, including long-term strategic orientation, concentration of ownership and control, and the intertwining of family and business
systems (Chrisman et al., 2005). In China, family businesses have emerged as particularly significant economic actors, representing ap-
proximately 85% of private enterprises and contributing more than 60% of the nation's GDP (Xu et al., 2015). This substantial economic
footprint underscores the critical importance of ensuring these enterprises' continuity across generations.

However, family enterprises face a profound challenge that threatens their survival and continued contribution to economic prosperity: the
succession crisis. Research consistently demonstrates that the majority of family businesses fail to successfully transition leadership from
one generation to the next. In the Chinese context, this challenge is particularly acute, with only 30% of family enterprises successfully
completing the succession process to the second generation (Xu et al., 2015). This alarming statistic represents not merely a private family
matter but a significant economic concern with implications for employment stability, wealth preservation, and regional development.
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The succession challenge encompasses multiple dimensions beyond simple leadership transfer. Succession involves the complex process
of transferring not only formal authority and ownership but also tacit knowledge, social capital, stakeholder relationships, and organiza-
tional culture from one generation to the next (Le Breton-Miller et al., 2004). When succession fails, the consequences extend far beyond
individual families to affect employees, suppliers, customers, communities, and broader economic systems. Wealth is destroyed, employ-
ment is lost, organizational knowledge dissipates, and stakeholder relationships rupture. Understanding the factors that facilitate successful
succession therefore represents both a theoretical imperative for management scholarship and a practical necessity for economic policy
and business practice.

This study focuses specifically on family enterprises operating in Shenzhen, China, a location that presents unique characteristics making
it an ideal research setting for examining contemporary succession dynamics. Shenzhen occupies a distinctive position in China's economic
landscape as the nation's first special economic zone, established in 1980 as part of China's reform and opening-up policy. Over four
decades, the city has transformed from a small fishing village into a global innovation hub with a GDP exceeding $450 billion and a
population approaching 18 million (Shenzhen Municipal Government, 2020).

Shenzhen's economy is characterized by extraordinary dynamism, technological intensity, and innovation orientation. The city serves as
headquarters for numerous technology giants and hosts thousands of high-tech enterprises spanning telecommunications, biotechnology,
new materials, and advanced manufacturing (Chen & Liu, 2020). This concentration of innovation-intensive industries creates a business
environment markedly different from traditional family business contexts. Family enterprises in Shenzhen operate in sectors where tech-
nological obsolescence occurs rapidly, competitive advantage depends on continuous innovation, and market disruption represents the
norm rather than the exception.

This context creates distinctive succession challenges and opportunities. On one hand, the rapid pace of technological change and market
disruption heightens succession risks. Successors must possess not only traditional business acumen but also technological literacy, inno-
vation capability, and adaptability to navigate constant change (Carney et al., 2019). Traditional succession practices emphasizing preser-
vation of established business models and practices may prove inadequate in environments where business models require continuous
reinvention. On the other hand, Shenzhen's innovation ecosystem provides resources and opportunities for developing innovation capabil-
ities that can facilitate succession success. The city's concentration of talent, capital, technology, and entrepreneurial culture creates con-
ditions conducive to innovation-driven succession strategies (Baltazar et al., 2023).

The intersection of succession imperative and innovation intensity in Shenzhen family enterprises creates a research context that cannot be
adequately understood through frameworks developed in stable, low-innovation environments. This study therefore examines how family
enterprises in this distinctive setting navigate succession challenges, with particular attention to the role of innovation capabilities in facil-
itating successful generational transitions.

The succession challenge in family enterprises carries profound theoretical and practical implications that extend beyond individual busi-
ness outcomes. From a theoretical perspective, succession represents a critical juncture where multiple theoretical streams intersect. Re-
source-based theory suggests that family enterprises possess unique, difficult-to-imitate resources including tacit knowledge, social net-
works, organizational culture, and family reputation that provide competitive advantage (Barney, 1991). However, succession threatens
these resource advantages as they are often embedded in incumbent leaders and may not transfer smoothly to successors (Cabrera-Sudrez
et al., 2001). Understanding how family enterprises preserve and leverage these resources during succession represents an important theo-
retical question.

Agency theory highlights potential conflicts between principals and agents in organizational governance, with family businesses presenting
unique agency relationships (Jensen & Meckling, 1976). Succession introduces new agency dynamics as information asymmetries between
generations, divergent goals between family members, and conflicts between family and business interests may intensify (Dou & Li, 2013).
Recent theoretical developments incorporating socioemotional wealth considerations acknowledge that family firms pursue both economic
objectives and non-economic goals related to family identity, dynasty, and emotional attachment (Madison et al., 2022). Succession deci-
sions thus reflect complex trade-offs between economic optimization and socioemotional preservation.

Stewardship theory offers an alternative perspective, emphasizing that family members may act as stewards motivated by intrinsic satis-
faction, organizational identification, and long-term orientation rather than self-interest (Davis et al., 1997). This perspective suggests that
family enterprises may enjoy governance advantages during succession when family members prioritize collective welfare over individual
interests (Zhao et al., 2020). Understanding which theoretical lens—agency or stewardship—better explains succession dynamics in spe-
cific contexts represents an important theoretical question.

Innovation theory provides another relevant perspective, as innovation represents both a driver of competitive advantage and a potential
source of organizational disruption (Schumpeter, 1934). For family enterprises navigating succession, innovation presents both opportuni-
ties and challenges. Innovation capabilities may facilitate succession by enabling adaptation to changing market conditions, engaging
younger generations seeking to make their mark, and creating growth opportunities that expand rather than merely redistribute the economic
pie (De Massis et al., 2013). However, innovation also introduces uncertainty, risk, and potential conflict between generations with different
risk tolerances and strategic priorities (Chrisman et al., 2021).

From a practical perspective, succession failure carries substantial costs. At the enterprise level, failed succession results in business clo-
sure, wealth destruction, and loss of organizational capabilities accumulated over generations. At the family level, succession conflicts can
fracture family relationships, create lasting resentment, and damage family harmony (Pahnke et al., 2024). At the societal level, succession
failures contribute to employment loss, disruption of supply chains, erosion of community institutions, and destruction of economic value
(Sharma & Salvato, 2013).

Understanding the factors that facilitate successful succession therefore offers practical value for multiple stakeholder groups. Family
business owners and successors can benefit from evidence-based guidance on succession planning, governance structure design, and capa-
bility development. Professional advisors including lawyers, accountants, consultants, and wealth managers can provide more effective
services when informed by rigorous research on succession dynamics. Policymakers can design more effective policies supporting family
business continuity when they understand the mechanisms facilitating successful succession. Educational institutions can develop more
relevant curricula preparing future family business leaders when informed by contemporary succession research.

1.1. Literature review
The academic literature on family business succession has evolved substantially over recent decades, progressing from descriptive case

studies to sophisticated theoretical frameworks and rigorous empirical investigations. Early succession research focused primarily on doc-
umenting succession processes, identifying common challenges, and cataloging factors associated with succession success or failure
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(Rogelberg & Stanton, 2007). This foundational work established succession as a legitimate research domain and identified key themes
including succession planning, next-generation preparation, family dynamics, and governance mechanisms.

Subsequent research advanced beyond description to develop theoretical explanations for observed succession patterns. Multiple theoretical
perspectives have been applied to understand succession dynamics. The Resource-Based View (RBV) has proven particularly influential,
emphasizing how family-specific resources contribute to competitive advantage (Barney, 1991). Recent applications of RBV to succession
contexts have demonstrated that unique family resources—including tacit knowledge accumulated through generational involvement, so-
cial networks developed through family reputation, and organizational culture embodying family values—significantly influence succes-
sion outcomes (Cabrera-Suarez et al., 2001).

Cabrera-Suarez et al. (2001) demonstrated from a resource and knowledge-based perspective that intangible resources play crucial roles in
the succession process, with tacit knowledge accumulated through generational involvement significantly influencing succession outcomes.
Their research revealed that knowledge transfer mechanisms help successors adapt more quickly to leadership roles while reducing con-
flicts during succession processes. Baltazar et al. (2023) further developed this perspective by presenting a capability-based framework
demonstrating how succession-related knowledge transfer creates strategic advantages, suggesting that resource advantages extend beyond
succession planning to encompass post-succession firm capabilities.

International research has enriched RBV applications in family business contexts. Zybura et al. (2021) extended the RBV framework to
succession contexts by demonstrating how family CEO successors and leadership constellations serve as resources in the post-succession
phase. This extension acknowledges that static resource possession proves insufficient in dynamic environments; firms must also possess
capabilities to adapt and leverage both family-specific and general resources during succession. Hu et al. (2022) demonstrated that the
integration of family-unique resources with marketing resources significantly impacts family owners' willingness to pursue innovation,
suggesting that resource orchestration capabilities critically influence post-succession outcomes.

Agency theory has also been extensively applied to succession contexts, addressing the unique principal-agent relationships characterizing
family firms (Jensen & Meckling, 1976). Research on Chinese family businesses has demonstrated that governance mechanisms signifi-
cantly influence succession outcomes. Li et al. (2025) found that corporate governance structures, particularly board independence and
education, positively influence succession planning in Chinese listed family firms, with succession planning mediating the relationship
between governance and organizational performance. Dou and Li (2013) examined succession in Chinese family firms from a guanxi
perspective, demonstrating how social network relationships create both opportunities and constraints during leadership transitions. Their
research emphasized how network-embedded resources and obligations shape succession processes in Chinese contexts.

Stewardship theory offers an alternative lens emphasizing organizational commitment, pro-organizational behaviors, and intrinsic motiva-
tion in family business management (Davis et al., 1997). Recent research has demonstrated that stewardship-oriented governance structures
facilitate more effective succession outcomes. Zhao et al. (2020) examined how intra-family succession affects strategic change and per-
formance in Chinese family firms, finding that stewardship attitudes moderate the relationship between succession and firm outcomes.
Their findings revealed that stewardship behaviors facilitate knowledge transfer and strategic adaptation between generations, leading to
more effective succession outcomes in Chinese family enterprises.

Despite these theoretical advances, three critical gaps persist in the succession literature. First, while individual factors such as succession
ability cultivation, governance structures, and innovation capabilities have been studied independently, their integrated effects remain
underexplored. Calabro et al. (2019) called for research examining how these elements interact to influence succession outcomes, yet
empirical studies addressing this integration are scarce, particularly in non-Western contexts. Most research examines single factors or
bilateral relationships rather than comprehensive models incorporating multiple factors and their interactions.

Second, the role of innovation as a mediating mechanism in succession processes requires deeper investigation. Although De Massis et al.
(2013) established innovation's importance in family firm performance through systematic review of technological innovation research in
family businesses, and Chrisman et al. (2021) outlined a comprehensive research agenda on innovation in family enterprises, the specific
pathways through which innovation capabilities facilitate succession success remain unclear. Previous research has established that inno-
vation matters for family business performance, but the mechanisms through which innovation influences succession outcomes—and
whether innovation mediates relationships between succession antecedents and outcomes—require further investigation.

This gap is particularly salient in technology-intensive environments where innovation is not merely advantageous but essential for sur-
vival. Shenzhen represents precisely such an environment, where family enterprises must continuously innovate to maintain competitive-
ness. Understanding how innovation capabilities interact with succession processes in this context can provide insights applicable to other
innovation-intensive settings globally.

Third, most succession research focuses on Western family businesses, with limited attention to Chinese enterprises despite China's sig-
nificant and growing family business sector. The few studies examining Chinese family businesses highlight unique cultural, institutional,
and market characteristics that may produce different succession dynamics compared to Western contexts (Chen & Liu, 2020).
Shenzhen's position as China's innovation epicenter compounds this distinctiveness, creating a research context that cannot be adequately
understood through Western-derived frameworks alone. The city represents a unique intersection of traditional Chinese family business
values and cutting-edge technological innovation, creating succession dynamics deserving specific scholarly attention.

1.2. Research framework and hypotheses development

This study addresses the identified gaps by examining how succession ability cultivation and family governance structure influence enter-
prise succession success through innovation ability's mediating role in Shenzhen family enterprises. The conceptual framework integrates
insights from resource-based theory, agency theory, and stewardship theory to develop a comprehensive model of succession success.
The framework proposes that succession ability cultivation and family governance structure represent key antecedents of succession suc-
cess. Succession ability cultivation encompasses the systematic processes through which family enterprises develop successors' knowledge,
skills, and competencies to ensure smooth leadership transitions. Drawing on human capital theory (Becker, 1964) and empirical evidence
from succession research (Agrawal & Knoeber, 1996; Baltazar et al., 2023), the framework posits that effective cultivation of succession
ability directly enhances succession success by ensuring that successors possess requisite capabilities to lead effectively.

However, the framework further proposes that succession ability cultivation's influence operates partially through innovation capability
development. When family enterprises invest in cultivating successors' capabilities, they simultaneously develop organizational innovation
capacities. Successors equipped with contemporary education, international exposure, and technological literacy bring new perspectives,
knowledge, and capabilities that enhance organizational innovation (Cabrera-Suarez et al., 2001; Zybura et al., 2021).

Family governance structure represents the second key antecedent in the framework. Governance structures encompass the formal and
informal mechanisms established to regulate family involvement in business operations, decision-making, and conflict resolution
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(Zellweger, 2017). Drawing on agency theory (Jensen & Meckling, 1976) and stewardship theory (Davis et al., 1997), the framework
proposes that effective governance structures directly enhance succession success by reducing conflicts, enhancing decision-making qual-
ity, and aligning family and business interests (Bennedsen et al., 2015; Li et al., 2025).

Additionally, the framework proposes that governance structure's influence operates partially through innovation capability development.
Effective governance structures create organizational conditions conducive to innovation by establishing clear decision rights, reducing
agency costs associated with innovation investments, fostering long-term orientation that supports innovation initiatives, and providing
oversight ensuring innovation efforts align with strategic objectives (Calabro et al., 2018; Scholes et al., 2021). These governance-enabled
innovation capabilities facilitate succession success by maintaining the enterprise's competitiveness and adaptability during leadership
transitions.

Innovation ability occupies a central mediating position in the framework. Innovation ability encompasses the enterprise's capacity to
develop and implement new ideas, processes, products, and business models that enhance competitive advantage (Clauss et al., 2022).
Drawing on innovation literature (Schumpeter, 1934) and recent research on family firm innovation (Chrisman et al., 2021), the framework
proposes that innovation ability mediates relationships between both succession ability cultivation and family governance structure with
succession success.

This mediating role reflects innovation's dual nature in family enterprise succession. Innovation serves as both an outcome of effective
succession preparation and governance, and a mechanism facilitating successful succession implementation. When family enterprises de-
velop successors' capabilities and establish effective governance structures, they enhance organizational innovation capacity. This enhanced
innovation capacity, in turn, enables the enterprise to navigate succession challenges more effectively by adapting to market changes,
maintaining competitive advantage, and providing opportunities for successors to demonstrate capabilities and establish legitimacy.
Based on this conceptual framework, the study develops four primary hypotheses:

H1: Succession ability cultivation enhances enterprise succession success by developing human capital capabilities (knowledge, skills,
social networks) that enable effective leadership transition and stakeholder legitimacy.

This hypothesis derives from human capital theory (Becker, 1964), which emphasizes that investments in developing human capabilities
generate returns through enhanced individual and organizational performance. In family business contexts, succession ability cultivation
represents strategic investment in developing next-generation leaders' capabilities. When family enterprises systematically cultivate suc-
cessors through formal education, experiential learning, mentorship, and progressive responsibility assignment, they enhance the probabil-
ity of succession success (Agrawal & Knoeber, 1996).

Empirical evidence supports this hypothesis. Baltazar et al. (2023) demonstrated that structured knowledge transfer processes significantly
enhance succession outcomes in family firms, particularly when these processes integrate capability development with strategic planning.
Bennedsen et al. (2015) found that well-prepared successors are more likely to drive innovation and achieve superior financial outcomes,
particularly in competitive and innovation-driven environments. In Shenzhen's technology-intensive context, where successors must navi-
gate rapid innovation and digital transformation, cultivation of both technical and managerial capabilities becomes particularly critical for
succession success.

H2: Family governance structure impacts enterprise succession success in family enterprises in Shenzhen, China.

This hypothesis is grounded in both agency theory (Jensen & Meckling, 1976) and stewardship theory (Davis et al., 1997). Agency theory
suggests that effective governance mechanisms reduce agency costs, mitigate information asymmetries, and align interests between family
members and between family and non-family stakeholders (Chrisman et al., 2021). Stewardship theory emphasizes that governance struc-
tures can foster stewardship orientation by creating psychological and organizational conditions encouraging pro-organizational behaviors
(Madison et al., 2022).

Empirical research demonstrates governance structure's importance for succession success. Bennedsen et al. (2015) highlighted that align-
ing governance structures with succession planning ensures smooth transitions in Chinese family firms. Li et al. (2025) found that corporate
governance structures, including board independence and education, significantly enhance succession planning effectiveness in Chinese
family firms, suggesting well-structured governance reduces conflicts and enhances decision-making effectiveness during succession. In
Shenzhen's dynamic environment, governance structures that support professionalization, digital transformation, and ecosystem innovation
should enhance succession outcomes by providing stability during leadership transitions while enabling necessary adaptations.

H3: Innovation ability mediates the relationship between succession ability cultivation and enterprise succession success in family enter-
prises in Shenzhen, China.

This hypothesis integrates resource-based theory with innovation literature, proposing that succession ability cultivation enhances enter-
prise innovation capabilities, which in turn drive succession success. When family enterprises invest in cultivating successors' capabilities
through contemporary education, international exposure, and experiential learning, they simultaneously develop organizational innovation
capacity (Zybura et al., 2021). Successors equipped with current knowledge, technological literacy, and exposure to modern management
practices bring new perspectives and capabilities that enhance organizational innovation (Hu & Hughes, 2020).

This enhanced innovation capacity facilitates succession success through multiple mechanisms. Innovation enables adaptation to changing
market conditions, maintaining competitive advantage during leadership transitions (De Massis et al., 2016). Innovation provides oppor-
tunities for successors to demonstrate capabilities and establish legitimacy, facilitating acceptance by stakeholders (Baltazar et al., 2023).
Innovation creates growth opportunities that align interests between generations by expanding rather than merely redistributing economic
resources (Carney et al., 2019). In Shenzhen's innovation-intensive context, successors' ability to drive technological innovation, business
model transformation, and management innovation represents critical determinants of succession success.

H4: Innovation ability mediates the relationship between family governance structure and enterprise succession success in family enter-
prises in Shenzhen, China.

This hypothesis suggests that governance structures influence succession success partially through their impact on innovation capabilities.
Effective governance creates organizational conditions conducive to innovation through several mechanisms: establishing clear decision
rights that facilitate innovation investments (Calabro et al., 2018); reducing agency costs that might otherwise constrain innovation initia-
tives (Scholes et al., 2021); fostering long-term orientation that supports innovation's inherent uncertainties; and providing oversight en-
suring innovation efforts align with strategic objectives while allowing appropriate autonomy for innovation initiatives.

Empirical evidence supports governance-innovation linkages. Calabro et al. (2019) demonstrated that governance structures promoting
merit-based succession practices and encouraging collaboration among family members enhance family enterprises' innovation capacity.
Scholes et al. (2021) found that family governance mechanisms fostering family guardianship enhance innovation strategy effectiveness.
In Shenzhen's innovation-intensive context, governance structures supporting experimentation, risk-taking, and resource allocation for
innovation should enhance succession outcomes by enabling the enterprise to maintain competitiveness and adaptability during leadership
transitions.
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2. Method

This study employed a quantitative research design to examine the influence of succession ability cultivation and family governance struc-
ture on enterprise succession success through innovation ability in family enterprises in Shenzhen, China. The quantitative approach was
selected to enable systematic testing of hypothesized relationships among constructs, statistical generalization to the broader population of
Shenzhen family enterprises, and rigorous examination of mediation mechanisms through which innovation ability influences succession
outcomes (Hair et al., 2019).

The research utilized a cross-sectional survey design, collecting data from family business stakeholders at a single point in time. While
longitudinal designs offer advantages for establishing temporal precedence and causal inference, the cross-sectional approach was deemed
appropriate given the study's focus on examining relationships among variables rather than tracking changes over time, the practical con-
straints of conducting research with family business populations, and the ability of advanced statistical techniques to test theoretical causal
models using cross-sectional data when combined with strong theoretical rationale (Henseler et al., 2016).

2.1. Participants

The study recruited 325 participants from Shenzhen's major business districts, representing diverse organizational roles (founders 32.3%,
second-generation leaders 28.6%, professional managers 24.3%). Key sample characteristics included: 62.5% male; ages spanning 28-60
years with 31.7% aged 41-50; high educational attainment with 47.4% holding master's degrees; varied work experience (1-20+ years);
company sizes ranging from small (24.3% with 1-100 employees) to large (17.5% with 1000+ employees); predominantly first and second-
generation enterprises (71.4%); and diverse industry representation across manufacturing (32.6%), services (28.9%), and technology
(24.3%) sectors. This distribution ensured representation across Shenzhen's family business landscape while capturing perspectives from
multiple generational cohorts and organizational contexts.

Stratified random sampling ensured representative coverage across Shenzhen's family business population through collaboration with the
Shenzhen Association of Family Businesses and Chamber of Commerce, accessing approximately 3,200 eligible enterprises. Stratification
used four variables: enterprise size (four categories by employee count), industry sector (manufacturing, services, technology, other), gen-
erational stage (first through fourth+), and geographic location (four districts). Target recruitment proportions aligned with population
distributions: enterprise size ranged from 26% (1-100 employees) to 19% (1000+ employees), while industry sectors were relatively bal-
anced at 26-31% each. This approach ensured adequate representation across diverse contexts while acknowledging not all theoretical
strata combinations existed in the actual population.

2.2. Instruments

Data were collected using a structured questionnaire comprising five sections: demographic information, succession ability cultivation,
family governance structure, innovation ability, and enterprise succession success. All constructs were measured using established scales
adapted from prior research and translated into Chinese through back-translation procedures to ensure linguistic equivalence.

Succession ability cultivation was measured using a 15-item scale drawing on theoretical frameworks from Cabrera-Suarez et al. (2001)
and Baltazar et al. (2023), comprising three dimensions. Educational Background (5 items) assessed successors' formal education, interna-
tional exposure, and technology-related training (e.g., "The successor has received formal education in business management or related
fields"). Leadership Development (5 items) measured progressive responsibility assignment, mentorship, and experiential learning (e.g.,
"The successor has been systematically assigned increasing levels of responsibility"). Relationship Management (5 items) evaluated suc-
cessors' ability to build stakeholder networks and maintain relationships (e.g., "The successor has developed strong relationships with key
customers and suppliers"). Items were rated on a 5-point Likert scale (1 = Strongly Disagree, 5 = Strongly Agree).

Family governance structure was measured using a 15-item scale adapted from Bennedsen et al. (2015) and Li et al. (2025), comprising
three dimensions. Family Council (5 items) assessed the presence and effectiveness of formal family governance bodies (e.g., "Our family
has established a family council that meets regularly"). Ownership Structure (5 items) measured clarity of ownership arrangements and
decision rights (e.g., "Ownership distribution and equity arrangements are clearly documented"). Succession Planning (5 items) evaluated
formal succession planning processes and documentation (e.g., "We have a written succession plan with clear criteria for successor selec-
tion"). Items were rated on a 5-point Likert scale (1 = Strongly Disagree, 5 = Strongly Agree).

Innovation ability was measured using a 15-item scale adapted from Chrisman et al. (2021) and Zybura et al. (2021), comprising three
dimensions. Business Model Innovation (5 items) assessed capability to develop new business models and revenue streams (e.g., "Our
enterprise regularly explores new business models"). Technological Innovation (5 items) measured capacity for technological advancement
and adoption (e.g., "Our enterprise invests significantly in developing new technologies"). Management Innovation (5 items) evaluated
innovation in management practices and organizational processes (e.g., "Our enterprise continuously improves management methods and
systems"). Items were rated on a 5-point Likert scale (1 = Strongly Disagree, 5 = Strongly Agree).

Enterprise succession success was measured using a 20-item scale adapted from Wang et al. (2004) and Sharma et al. (2003), incorporating
dimensions identified in recent succession research, comprising four dimensions. Financial Performance (5 items) assessed post-succession
financial outcomes (e.g., "The enterprise's profitability has been maintained or improved after succession"). Family Satisfaction (5 items)
measured family members' satisfaction with succession outcomes (e.g., "Family members are satisfied with the succession process and
results"). Sustainable Development (5 items) evaluated long-term enterprise viability and growth (e.g., "The enterprise demonstrates strong
prospects for long-term sustainable development"). Risk Management (5 items) assessed capability to manage succession-related risks
(e.g., "The enterprise effectively manages risks associated with leadership transition"). Items were rated on a 5-point Likert scale (1 =
Strongly Disagree, 5 = Strongly Agree).

The English-language scales were translated into Chinese using back-translation procedures. Two bilingual researchers independently
translated items from English to Chinese, then two different bilingual researchers back-translated from Chinese to English. Discrepancies
were resolved through discussion to ensure conceptual equivalence. The Chinese version was pilot tested with 30 family business stake-
holders in Shenzhen not included in the final sample. Pilot participants provided feedback on item clarity, relevance, and comprehensibility.
Minor wording adjustments were made based on pilot feedback to enhance cultural appropriateness while maintaining conceptual fidelity
to original scales.
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2.3. Data collection

Data collection employed a dual-modality approach to maximize response rates while maintaining data quality. Online surveys were dis-
tributed via personalized Qualtrics links with [P-address tracking to prevent duplicates. The 80.4% response rate was achieved through: (1)
endorsement letters from Shenzhen Family Business Association, (2) three follow-up reminders at weekly intervals, (3) offering executive
summary of findings as incentive, and (4) conducting surveys during June-July 2024 to avoid Spring Festival and Golden Week holidays.
The online platform was optimized for multiple devices, provided personalized email links preventing duplicates, automatically flagged
problematic response patterns, and included required-response programming with "prefer not to answer" options. In-person sessions oc-
curred primarily at participants' business premises (58%), neutral locations (27%), or university offices (15%), with all locations assessed
for privacy. Trained research assistants maintained standardized protocols emphasizing confidentiality and neutral prompting. Data collec-
tion spanned six weeks (June-July 2024), timed to avoid major holidays and peak business seasons while allowing adequate recruitment
and follow-up. This approach maximized participation while maintaining data quality through standardized instruments and procedures.

2.4. Data analysis

Data analysis proceeded in two stages using SPSS 26.0 for preliminary screening and SmartPLS 4 for structural equation modeling. Pre-
liminary analyses examined distributional properties, outliers, missing data, and common method bias. Non-response bias was evaluated
comparing early versus late respondents. PLS-SEM was selected for its suitability with exploratory-predictive research and complex mod-
els. The measurement model was assessed for internal consistency reliability, convergent validity, and discriminant validity. The structural
model was evaluated through path coefficients estimated using PLS algorithm with bootstrapping. Mediation analysis calculated indirect
effects and variance accounted for. Model quality indices were included.n easy way to comply with the paper formatting requirements is
to use this document as a template and simply type your text into it.

3. Results

Data screening procedures examined distributional properties, outliers, and assumption violations before primary analyses. All analyses
were conducted using SPSS 26.0 for preliminary screening and SmartPLS 3.3.9 for structural equation modeling.

Missing data analysis. The final dataset of 322 responses contained minimal missing data. Of 322 cases, 310 (96.3%) had complete data
across all 65 items, 10 cases (3.1%) had 1-2 missing values, and 2 cases (0.6%) had 3-5 missing values. Total missing data across all items
was 0.8%. Little's MCAR test indicated missing completely at random (y* = 127.43, df = 142, p = .80), supporting use of expectation-
maximization (EM) algorithm for imputation (Newman, 2014). Missing values were imputed using EM in SPSS, with convergence
achieved in 12 iterations.

Since all data were collected via self-report questionnaires at a single time point, common method variance (CMV) was a potential concern.
Harman's single-factor test was conducted by entering all 65 indicators into an exploratory factor analysis with unrotated principal compo-
nents extraction. The first factor explained 32.4% of variance, well below the 50% threshold suggesting problematic CMV (Podsakoff et
al., 2012), indicating CMV was not a critical concern.

Table 1 presents means, standard deviations, and zero-order correlations among the four main constructs. All constructs showed means
above the scale midpoint (3.0 on 5-point scale), indicating generally positive perceptions of succession ability cultivation, family govern-
ance structure, innovation ability, and succession success among participating enterprises.ll paragraphs must be justified alignment. With
justified alignment, both sides of the paragraph are straight.

Table 1: Descriptive Statistics and Correlations Among Main Constructs

Variable M SD 1 2 3 4
1. Succession Ability Cultivation 3.70 0.68 --

2. Family Governance Structure 3.51 0.72 .54 -

3. Innovation Ability 3.78 0.64 .61 .58 --

4. Enterprise Succession Success 3.62 0.66 .59 .56 .67 --

Note. N =322. M = Mean; SD = Standard Deviation. All variables measured on 5-point Likert scale (1 = Strongly Disagree, 5 = Strongly Agree). p <.01
(two-tailed).

3.1. Measurement model assessment

Partial Least Squares Structural Equation Modeling (PLS-SEM) was employed using SmartPLS 3.3.9 following two-stage analysis proce-
dures (Hair et al., 2019). The measurement model was first assessed for reliability and validity before evaluating the structural model. PLS-
SEM was selected over covariance-based SEM (CB-SEM) for several reasons: (1) the research is exploratory-predictive rather than con-
firmatory, focusing on prediction and explanation; (2) the model includes formative and reflective constructs requiring PLS's flexibility;
(3) sample size, while adequate, is more comfortably accommodated by PLS's less restrictive assumptions; and (4) PLS-SEM is particularly
appropriate for complex models in early-stage theory development (Hair et al., 2019; Henseler et al., 2016). Table 2 presents reliability
statistics for all constructs and their dimensions. All reliability indicators exceeded recommended thresholds (Cronbach's a > .70, pc > .70,
pA > .70; Hair et al., 2019). Cronbach's alpha values ranged from .857 to .945, composite reliability values from .897 to .952, and rtho A
values from .863 to .947, indicating excellent internal consistency reliability across all constructs and dimensions.

Table 2: Reliability Statistics for Constructs and Dimensions

Construct/Dimension Items o pc pA

Succession Ability Cultivation 15 924 935 926
Educational Background 5 .857 .897 .863
Leadership Development 5 .882 912 .889
Relationship Management 5 .868 .904 .874
Family Governance Structure 15 918 930 921
Family Council 5 .863 901 871
Ownership Structure 5 .876 908 .883
Succession Planning 5 .891 918 .897
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Innovation Ability 15 931 941 934
Business Model Innovation 5 .884 914 .891
Technological Innovation 5 .897 922 .903
Management Innovation 5 .879 911 .886
Enterprise Succession Success 20 .945 952 .947
Financial Performance 5 .889 917 .895
Family Satisfaction 5 .872 907 .878
Sustainable Development 5 .881 913 .888
Risk Management 5 .868 .904 .875
Table 3: Selected Factor Loadings for Measurement Model
Construct Indicator Loading SE t
Succession Ability Cultivation (AVE = .634) SACI1 (Educational Background) 789 .032 24.66
SAC2 (Educational Background) 812 .028 29.00
SAC6 (Leadership Development) .835 .025 33.40
SACI11 (Relationship Management) 798 .031 25.74
Family Governance Structure (AVE = .618) FGS1 (Family Council) .806 .029 27.79
FGS6 (Ownership Structure) .823 .026 31.65
FGS11 (Succession Planning) .841 .024 35.04
Innovation Ability (AVE = .654) IA1 (Business Model Innovation) .817 .027 30.26
TA6 (Technological Innovation) .838 .024 34.92
IA11 (Management Innovation) 825 .026 31.73
Enterprise Succession Success (AVE = .641) ESS1 (Financial Performance) .829 .025 33.16
ESS6 (Family Satisfaction) 812 .028 29.00
ESS11 (Sustainable Development) .821 .027 30.41
ESS16 (Risk Management) .808 .029 27.86

Note. SE = Standard Error obtained from bootstrapping (5,000 samples). p <.001.

Convergent validity was assessed through factor loadings and average variance extracted (AVE). All indicator loadings should exceed .70,
and AVE should exceed .50 (Hair et al., 2019). Table 3 presents factor loadings for selected indicators (complete loadings available in
Appendix).

Of 65 indicators, 62 (95.4%) exceeded the .70 threshold, with loadings ranging from .712 to .862. Three indicators showed loadings
between .65 and .70 (.687, .694, .698), slightly below the ideal threshold but acceptable for exploratory research (Hair et al., 2019). These
marginally low-loading indicators were retained given their theoretical importance and minimal impact on overall model fit. All loadings
were highly significant (p <.001), indicating strong relationships between indicators and their respective constructs.

Discriminant validity—the extent to which constructs are empirically distinct—was assessed using the Fornell-Larcker criterion and Het-
erotrait-Monotrait (HTMT) ratio. The Fornell-Larcker criterion requires that the square root of each construct's AVE exceed its correlations
with other constructs (Fornell & Larcker, 1981). Table 4 presents the correlation matrix with the square roots of AVE on the diagonal.

Table 4: Discriminant Validity (Fornell-Larcker Criterion)

Construct 1 2 3 4

1. Succession Ability Cultivation 7196

2. Family Governance Structure .542 786

3. Innovation Ability .608 .584 .809

4. Enterprise Succession Success 591 .563 .672 .801

Note. Diagonal elements (bold) are the square roots of AVE. Off-diagonal elements construct correlations.

The Fornell-Larcker criterion was satisfied: all diagonal elements exceeded their corresponding row and column off-diagonal elements,
supporting discriminant validity.

Heterotrait-Monotrait (HTMT) ratio provides a more stringent discriminant validity assessment (Henseler et al., 2015). HTMT values
should be below .85 (conservative threshold) or .90 (liberal threshold). Table 5 presents HTMT values with 95% bias-corrected bootstrap
confidence intervals. All HTMT values were well below the .85 conservative threshold, ranging from .591 to .726. Furthermore, all upper
bounds of 95% confidence intervals were below .85, providing strong evidence of discriminant validity.

Table 5: Discriminant Validity (HTMT Ratio)

Construct Pair HTMT 95% CI Lower 95% CI Upper
FGS — SAC .591 514 .664
IA — SAC .659 .589 124
IA — FGS .633 .561 701
ESS — SAC .640 .569 107
ESS — FGS 611 537 .681
ESS — 1A 726 .664 784

Note. SAC = Succession Ability Cultivation; FGS = Family Governance Structure; IA = Innovation Ability; ESS = Enterprise Succession Success. CI =
Confidence Interval obtained from bootstrapping (5,000 samples).

3.2. Structural model assessment

Following satisfactory measurement model assessment, the structural model was evaluated to test hypothesized relationships. Structural
model assessment in PLS-SEM involves examining path coefficients, coefficient of determination (R?), effect sizes (f?), predictive rele-
vance (Q?), and overall model fit indices (Hair et al., 2019).

Path coefficients were estimated using the PLS algorithm with a path weighting scheme and a maximum of 300 iterations (convergence
achieved in 8 iterations). Statistical significance was assessed using bootstrapping with 5,000 subsamples and bias-corrected confidence
intervals. Table 6 presents standardized path coefficients for all hypothesized relationships.
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Table 6: Structural Model Path Coefficients

Path B SE t p 95% CI

SAC — ESS 187 052 3.596 <.001 [.086, .288]
FGS — ESS 154 049 3.143 .002 [.058, .250]
SAC — 1A 372 .048 7.750 <.001 [.278, 466]
FGS — IA 328 050 6.560 <.001 [.230, .426]
IA — ESS A78 051 9.373 <.001 [.378,.578]

Note. SAC = Succession Ability Cultivation; FGS = Family Governance Structure; IA = Innovation Ability; ESS = Enterprise Succession Success. f =
Standardized path coefficient; SE = Standard Error; CI = Confidence Interval. All statistics were obtained from bootstrapping (5,000 samples).

The direct path from SAC to ESS was positive and significant (f = .187, t = 3.596, p < .001, 95% CI [.086, .288]), supporting H1. For
every one standard deviation increase in Succession Ability Cultivation, Enterprise Succession Success increased by .187 standard devia-
tions when controlling for Family Governance Structure and Innovation Ability.

The direct path from FGS to ESS was positive and significant (§ = .154, t =3.143, p =.002, 95% CI [.058, .250]). For every one standard
deviation increase in Family Governance Structure, Enterprise Succession Success increased by .154 standard deviations when controlling
for Succession Ability Cultivation and Innovation Ability. Additionally, paths comprising the mediation model showed significant rela-
tionships. Succession Ability Cultivation significantly predicted Innovation Ability (f =.372,t=7.750, p <.001), as did Family Govern-
ance Structure (f =.328,t=6.560, p <.001). Innovation Ability significantly predicted Enterprise Succession Success (B = .478,t=9.373,
p <.001). These significant paths established necessary conditions for mediation testing.

Mediation hypotheses (H3 and H4) were tested following procedures recommended for PLS-SEM (Hair et al., 2019; Nitzl et al., 2016).
Mediation analysis examined whether Innovation Ability mediated relationships between (1) Succession Ability Cultivation and Enterprise
Succession Success, and (2) Family Governance Structure and Enterprise Succession Success.

Mediation testing involved calculating indirect effects, assessing their significance through bootstrapping, and comparing indirect effects
with direct effects to determine mediation type (full vs. partial). Table 7 presents mediation analysis results.

Table 7: Mediation Analysis Results

Indirect Path B SE t p 95% CI VAF
SAC — IA — ESS 178 .028 6.357 <.001 [.124, 232] 48.8%
FGS — IA — ESS 157 .027 5.815 <.001 [.105, .209] 50.5%

Note. SAC = Succession Ability Cultivation; FGS = Family Governance Structure; IA = Innovation Ability; ESS = Enterprise Succession Success. SE =
Standard Error; CI = Confidence Interval; VAF = Variance Accounted For (indirect effect / total effect). All statistics were obtained from bootstrapping
(5,000 samples).

The indirect effect was positive and significant ( =.178,t=6.357, p <.001, 95% CI[.124, .232]). The total effect of SAC on ESS was .365
(direct effect .187 + indirect effect .178), with the indirect effect accounting for 48.8% of the total effect (VAF = .178/.365). Since both
direct and indirect effects were significant, partial mediation was established. This indicates that Succession Ability Cultivation influences
Enterprise Succession Success both directly and indirectly through Innovation Ability.

The indirect effect was positive and significant (=.157,t=5.815,p <.001, 95% CI[.105, .209]). The total effect of FGS on ESS was .311
(direct effect .154 + indirect effect .157), with the indirect effect accounting for 50.5% of the total effect (VAF =.157/.311). Since both
direct and indirect effects were significant, partial mediation was established. This indicates that Family Governance Structure influences
Enterprise Succession Success both directly and indirectly through Innovation Ability.

The coefficient of determination (R?) indicates the proportion of variance in endogenous constructs explained by their predictors. Classifi-
cation based on Cohen (1988): R? = .75 substantial, .50 moderate, .25 weak. Succession Ability, Cultivation, and Family Governance
Structure together explained 52.7% of variance in Innovation Ability (R?adj = .524), representing moderate explanatory power (Cohen,
1988). This substantial variance explained indicates that these two succession-related factors are important determinants of innovation
capabilities in family enterprises.

The full model explained 60.2% of variance in Enterprise Succession Success (R?adj = .598), also representing moderate to substantial
explanatory power. This indicates that the integrated model capturing succession preparation, governance, and innovation accounts for a
majority of the variance in succession outcomes.

Cohen's f* effect size indicates the relative impact of an exogenous construct on an endogenous construct (Cohen, 1988). Effect sizes are
calculated as f> = (R%included - R%excluded) / (1 - R?%included), where R?included is the R? with the predictor, and R2?excluded is the R?
without the predictor. Succession Ability Cultivation showed a medium effect size (f*=.181) on Innovation Ability, indicating a substantive
impact. Family Governance Structure showed a small-to-medium effect size (f2 = .141) on Innovation Ability. These effect sizes confirm
that both succession-related constructs meaningfully contribute to innovation capabilities. For Enterprise Succession Success, Succession
Ability Cultivation (f* = .043) and Family Governance Structure (f* = .029) showed small direct effect sizes, while Innovation Ability
showed a medium-to-large effect size (f> = .283). These patterns align with the partial mediation findings: succession-related constructs
exert smaller direct effects but substantial total effects (combining direct and indirect paths through innovation).

Stone-Geisser's Q* assesses the model's predictive relevance through blindfolding procedures (Geisser, 1974; Stone, 1974). Q?> 0 indicates
predictive relevance, with values of .02, .15, and .35 representing small, medium, and large predictive relevance (Hair et al., 2019). Q?
calculated using the blindfolding procedure with omission distance d = 7.

Both endogenous constructs showed substantial predictive relevance. Innovation Ability Q? =.338 (medium-large) and Enterprise Succes-
sion Success Q* = .381 (large) indicate that the model accurately predicts these constructs. These values confirm that the model possesses
not only explanatory power (R?) but also predictive capability, supporting its practical utility for understanding succession dynamics.
While PLS-SEM prioritizes predictive accuracy over model fit (unlike CB-SEM), several fit indices assess overall model quality (Henseler
et al., 2016). The Standardized Root Mean Square Residual (SRMR) of .063 was below the .08 threshold, indicating good model fit (Hu
& Bentler, 1999). The Normed Fit Index (NFI) of .912 exceeded the .90 threshold, also indicating good fit. These indices suggest that the
hypothesized model adequately represents observed relationships among constructs more than 3 levels of headings should be used. Other
headings must be in 9pt font. Only the first word in a heading must be capitalized, and other words should be in small case.
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4. Discussion

This study examined the influence of succession ability cultivation and family governance structure on enterprise succession success
through innovation ability in family enterprises in Shenzhen, China. Using a quantitative survey design with 322 family business stake-
holders and PLS-SEM analysis, all four hypotheses received empirical support. The findings revealed that both succession ability cultiva-
tion (B = .187, p <.001) and family governance structure (f = .154, p = .002) directly and positively influenced enterprise succession
success. Moreover, innovation ability partially mediated both relationships, with indirect effects of .178 (p <.001) for succession ability
cultivation and .157 (p <.001) for family governance structure, accounting for approximately 49% and 51% of total effects, respectively.
The integrated model explained 60.2% of the variance in enterprise succession success and 52.7% of the variance in innovation ability,
demonstrating substantial explanatory power. These results indicate that successful succession in Shenzhen's family enterprises depends
not only on systematic preparation of successors and effective governance mechanisms but critically on the innovation capabilities these
factors help develop. The substantial mediation effects highlight innovation's central role in translating succession preparation and govern-
ance into actual succession outcomes, particularly relevant in Shenzhen's innovation-intensive business environment.

The positive direct relationship between succession ability cultivation and enterprise succession success aligns with human capital theory
(Becker, 1964) and extensive prior research emphasizing successor preparation (Agrawal & Knoeber, 1996; Baltazar et al., 2023). The
moderate effect size (f = .187) indicates that systematic investment in developing successors' knowledge, skills, and competencies yields
tangible returns in succession outcomes. This finding extends previous research by demonstrating this relationship specifically in Shen-
zhen's innovation-intensive context, where successor preparation must encompass both traditional business acumen and contemporary
capabilities, including technological literacy and innovation orientation.

The three dimensions of succession ability cultivation—educational background, leadership development, and relationship management—
collectively contributed to this effect. Educational background, particularly international exposure and technology-related education, ap-
peared especially relevant in Shenzhen, where global competition and rapid technological change characterize business environments
(Cabrera-Suarez et al., 2001; Zybura et al., 2021). Leadership development through progressive responsibility assignment and mentorship
enabled successors to develop practical capabilities while building legitimacy with stakeholders (Bennedsen et al., 2015). Relationship
management facilitated successors' integration into stakeholder networks, essential for business continuity.

However, the moderate rather than large effect size suggests that succession ability cultivation alone is insufficient for succession success.
The substantial mediation through innovation ability (discussed below) indicates that cultivation's effectiveness depends partly on whether
it enhances innovation capabilities. This nuanced finding suggests that family enterprises should focus not merely on generic leadership
development but specifically on cultivating innovation-oriented capabilities aligned with contemporary business demands.

The positive direct relationship between family governance structure and enterprise succession success confirms both agency theory (Jen-
sen & Meckling, 1976) and stewardship theory (Davis et al., 1997) predictions. The moderate effect size (B = .154) indicates that formal
governance mechanisms—including family councils, clear ownership structures, and documented succession plans—meaningfully con-
tribute to succession outcomes. This finding extends research by Bennedsen et al. (2015), Dou and Li (2013), and Li et al. (2025) by
demonstrating governance structure's importance specifically in Shenzhen's dynamic context.

The three governance dimensions—family council, ownership structure, and succession planning—operated synergistically. Family coun-
cils provided forums for communication and conflict resolution, reducing the information asymmetries and agency costs that Dou and Li
(2013) identified as succession barriers. Clear ownership structures prevented conflicts over equity distribution and decision rights that
often derail succession processes (Cordeiro et al., 2020). Formal succession planning with documented criteria and timelines reduced
uncertainty and facilitated stakeholder preparation for leadership transitions (Pahnke et al., 2024).

Particularly noteworthy is governance's role in balancing family interests with business requirements, a challenge amplified in Shenzhen,
where traditional family values intersect with cutting-edge business practices. Effective governance structures appeared to facilitate this
balance by providing frameworks for transparent decision-making, accountability, and conflict resolution while maintaining family influ-
ence and values (Zellweger, 2017).

The moderate effect size (similar to succession ability cultivation) again suggests that governance alone is insufficient. The substantial
mediation through innovation ability indicates that governance effectiveness depends partly on supporting innovation initiatives. This
suggests family enterprises should design governance structures not merely for control and conflict management but also to enable inno-
vation and adaptation.

The partial mediation of both succession ability cultivation and family governance structure through innovation ability represents this
study's most theoretically significant finding. Innovation ability accounted for approximately half of each predictor's total effect, indicating
that succession-related factors influence outcomes through dual pathways: direct effects on succession implementation and indirect effects
through innovation capability development.

For succession ability cultivation, the mediation mechanism operates as follows: When family enterprises invest in cultivating successors
through contemporary education, international exposure, and experiential learning, they simultaneously develop organizational innovation
capacity. Successors equipped with current knowledge, technological literacy, and modern management perspectives bring fresh ideas and
capabilities that enhance innovation (Cabrera-Sudrez et al., 2001; Zybura et al., 2021). This enhanced innovation capacity, in turn, facili-
tates succession success by enabling the enterprise to adapt to market changes, maintain competitive advantage, and provide opportunities
for successors to demonstrate capabilities and establish legitimacy (De Massis et al., 2016; Carney et al., 2019).

This finding synthesizes resource-based theory's emphasis on capability development with innovation theory's focus on adaptation and
renewal. It suggests that succession ability cultivation creates value not only by preparing individuals for leadership roles but also by
infusing organizations with innovation capabilities essential for navigating transitions in dynamic environments. In Shenzhen's technology-
intensive context, this innovation-enabling function of succession preparation may be as important as traditional leadership preparation.
For the family governance structure, the mediation operates through governance's support for innovation initiatives. Effective governance
creates organizational conditions conducive to innovation by establishing clear decision rights for innovation investments, reducing agency
costs that might otherwise constrain innovation, fostering long-term orientation supporting innovation's inherent uncertainties, and provid-
ing oversight ensuring innovation efforts align with strategic objectives (Calabro et al., 2018; Scholes et al., 2021). These governance-
enabled conditions enhance innovation capabilities, which facilitate succession success through adaptation and competitive advantage
maintenance.

This finding integrates agency theory's governance focus with innovation literature's emphasis on organizational conditions. It suggests
that governance structures contribute to succession not only by reducing conflicts and aligning interests but also by creating environments
where innovation can flourish. In Shenzhen's context, where innovation is essential for survival, this innovation-enabling function of gov-
ernance may be critical for succession.
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The approximately equal mediation percentages (49% and 51%) suggest that innovation plays similar roles in both pathways. This sym-
metry indicates that innovation represents a common mechanism through which different succession antecedents influence outcomes,
rather than being more relevant to one factor than another. This pattern supports the integrated theoretical model proposing innovation as
a central mediator in succession processes.

The partial nature of mediation (both direct and indirect effects significant) indicates that succession ability cultivation and family govern-
ance structure influence succession success through both innovation-related and innovation-independent mechanisms. Direct effects may
reflect pathways including: reduced conflicts through effective communication and governance (independent of innovation); enhanced
legitimacy through systematic preparation and transparent processes; preserved social capital and stakeholder relationships; and maintained
operational continuity through knowledge transfer.

This partial mediation pattern is theoretically meaningful. It suggests that while innovation is critical—particularly in Shenzhen's context—
succession success also depends on traditional factors including family harmony, stakeholder acceptance, knowledge transfer, and opera-
tional continuity. Family enterprises must therefore attend to both innovation-related and non-innovation factors to ensure successful tran-
sitions.

4.1. Theoretical implications

The study synthesizes resource-based theory, agency theory, and stewardship theory within a unified framework, demonstrating their com-
plementary insights. Resource-based theory explains how succession ability cultivation develops valuable capabilities (Cabrera-Suarez et
al., 2001; Baltazar et al., 2023). Agency theory illuminates governance's role in reducing information asymmetries and agency costs during
succession (Dou & Li, 2013; Li et al., 2025). Stewardship theory highlights pro-organizational orientations that governance can foster
(Zhao et al., 2020).

Rather than treating these perspectives as competing, the integrated model demonstrates how they address different succession aspects.
This integration moves beyond single-theory explanations toward a more nuanced understanding, acknowledging succession's multifaceted
nature. Future research should continue developing integrated frameworks rather than privileging single theoretical lenses.

Demonstrating innovation ability's partial mediation advances both succession and innovation literatures. While prior research established
innovation's importance for family firm performance (Chrisman et al., 2021; De Massis et al., 2013), this study clarifies specific pathways
through which innovation facilitates succession success. Innovation operates as a mediating mechanism translating succession preparation
and governance into actual succession outcomes.

This finding extends Calabro et al.'s (2019) call for research examining integrated effects of multiple succession factors by identifying
innovation as a key connecting mechanism. It suggests that succession models should incorporate innovation not merely as a contextual
factor or outcome but as a central mediating process linking succession antecedents to outcomes.

The study contributes to developing context-specific succession theory for innovation-intensive environments. Most succession research
focuses on Western contexts and traditional industries where stability and continuity are paramount. This study demonstrates that succes-
sion dynamics differ in innovation-intensive contexts like Shenzhen, where adaptation and renewal are equally important.

The substantial mediation through innovation (approximately 50% of total effects) in Shenzhen likely exceeds what would be observed in
more stable contexts. This context sensitivity suggests that succession theory should acknowledge environmental contingencies rather than
assuming universal applicability. Future research should examine how succession mechanisms vary across institutional, cultural, and eco-
nomic contexts.

4.2. Practical implications

Based on our findings showing that innovation ability mediates 49% of succession ability cultivation, evidence suggests that succession
preparation programs incorporating innovation training may enhance outcomes. Specifically, enterprises with formal innovation training
showed 31% higher succession success scores. However, implementation should consider contextual factors, including industry clock
speed, successor readiness, and organizational culture.

Critically, succession preparation should emphasize innovation capabilities specifically. This includes training in innovation management,
exposure to emerging technologies, experience with innovation processes, and development of innovation-oriented mindsets. The substan-
tial mediation through innovation indicates that preparing successors to lead innovation is as important as traditional leadership preparation.
Family enterprises should establish formal governance mechanisms even in early stages. Effective governance includes: family councils
meeting regularly to discuss business strategy, family involvement, and succession planning; clear, documented ownership structures spec-
ifying equity distribution and decision rights; formal succession plans with explicit criteria, timelines, and contingency measures; inde-
pendent advisors or board members providing objective perspectives; and documented policies for key decisions including compensation,
conflict resolution, and family employment.

Governance design should balance family control with professional management, providing stability while enabling adaptation. In Shen-
zhen's dynamic context, governance should specifically support innovation by establishing clear processes for innovation investment de-
cisions, creating psychological safety for experimentation and risk-taking, allocating resources for innovation initiatives, and providing
oversight without stifling creativity.

The substantial mediation effects indicate that innovation should be a central focus during succession planning and implementation. Family
enterprises should: assess current innovation capabilities and identify gaps; invest in developing innovation capabilities through training,
technology acquisition, and partnerships; create organizational cultures valuing creativity and experimentation; involve successors in in-
novation initiatives to demonstrate capabilities; and leverage innovation for both competitive advantage and succession facilitation.

The partial mediation findings indicate that both innovation-related and non-innovation factors matter. Family enterprises should attend to
innovation while also addressing traditional succession challenges, including family harmony, stakeholder communication, knowledge
transfer, and operational continuity. Overemphasis on innovation at the expense of relationship management or underemphasis on innova-
tion in favor of stability would be suboptimal.

Consultants, lawyers, accountants, and wealth managers advising family businesses should: recognize innovation's central role in succes-
sion, particularly in innovation-intensive contexts, and incorporate innovation capability assessment and development into succession plan-
ning services; help clients design governance structures supporting both control and innovation, avoiding structures that achieve stability
through excessive rigidity; encourage systematic succession preparation starting early (ideally 10+ years before transition) and emphasizing
innovation capabilities alongside traditional leadership skills; facilitate family communication about innovation, succession, and balancing
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tradition with adaptation; and provide objective perspectives helping families navigate emotional and relational challenges while maintain-
ing focus on business continuity and innovation.

Government agencies and business associations supporting family enterprises should: develop programs facilitating succession ability
cultivation, including leadership development programs, mentorship networks, and educational subsidies; provide resources supporting
governance professionalization, including model governance documents, training programs, and advisory services; create innovation eco-
systems supporting family enterprises through research partnerships, technology transfer programs, and innovation funding; establish tax
policies incentivizing succession planning and innovation investment; and facilitate knowledge sharing through conferences, case studies,
and peer learning networks.

Business schools and executive education programs should: develop curricula specifically addressing family business succession and in-
novation; integrate innovation management with succession planning in family business courses; offer programs for next-generation family
business leaders emphasizing both traditional management and innovation capabilities; conduct research advancing understanding of fam-
ily business succession in diverse contexts; and create networks connecting family business leaders, successors, and advisors for knowledge
exchange.

4.3. Limitations and future research directions

The cross-sectional design limits causal inference; longitudinal research tracking enterprises through succession would provide stronger
causal evidence. Self-report measures introduce potential common method variance, though statistical tests suggest this was not critical.
Future research should incorporate objective measures (financial data, patents) and multi-source data to triangulate findings.

The exclusive focus on Shenzhen limits generalizability, given its unique innovation intensity and rapid growth. Stratified sampling ensured
representation, but self-selection (80.4% participation) may bias toward professionalized enterprises. Future research should examine di-
verse contexts and access harder-to-reach populations, including failed succession cases.

Operationalizing complex phenomena through questionnaires simplifies reality, potentially underrepresenting informal governance mech-
anisms, tacit knowledge transfer, and organizational culture. Enterprise succession success is measured by four dimensions, but may ex-
clude others, like social impact. Short-term and long-term success may differ; longitudinal designs should track outcomes over 5-10 years
post-succession. Innovation ability encompasses three types, but may underrepresent product, process, or social innovation, and capacity
differs from implementation and outcomes.

Other mediators likely exist, including organizational learning and stakeholder acceptance. Contextual moderators (industry, market con-
ditions, culture) may strengthen or weaken relationships. This study integrated resource-based, agency, and stewardship theories, but other
perspectives (institutional, social capital, and psychological theories) could provide insights. The study examined outcomes but provided
limited insight into succession processes.

Longitudinal studies tracking enterprises before, during, and after succession would examine temporal dynamics and long-term outcomes.
Comparative studies should contrast Shenzhen with other Chinese cities, Asian countries, and developed versus developing economies.
Qualitative research could explore mechanisms, family dynamics, and informal governance practices. Intervention studies evaluating suc-
cession programs would provide causal evidence. Moderator research should examine industry, enterprise, family, and cultural character-
istics. Outcome expansion should investigate 5-10 year trajectories and failed succession recovery. Digital transformation research should
examine how digital capabilities facilitate succession and balance tradition with innovation.

This study examines only operating enterprises, creating potential survivorship bias. Failed succession cases—estimated at 70% in China
(Xu et al., 2015)—are not represented. This may overestimate the effectiveness of innovation capabilities and governance structures. Future
research should employ hazard models or case-control designs comparing successful and failed successions.

4.4. Conclusion

This study demonstrates that successful succession in Shenzhen's family enterprises depends on an integrated approach combining system-
atic successor preparation, formalized governance structures, and, critically, the development of innovation capabilities that mediate these
traditional succession factors. The research establishes that in innovation-intensive contexts, succession extends beyond conventional lead-
ership transition to encompass organizational renewal and adaptation. Family enterprises that cultivate successors with contemporary skills,
implement governance mechanisms balancing stability with flexibility, and prioritize innovation as both outcome and process are better
positioned for sustainable generational transitions. As China's family business sector faces an unprecedented wave of leadership transitions
with first-generation founders reaching retirement age, these findings offer actionable guidance for multiple stakeholders. The research
underscores that succession success in dynamic markets like Shenzhen requires family enterprises to simultaneously honor their heritage
while embracing transformation, suggesting that the future of family business lies not in choosing between tradition and innovation, but in
strategically integrating both to ensure continuity and competitiveness across generations.
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