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Abstract: With the first batch of Chinese family entrepreneurs ages, family businesses are at the peak 
of intergenerational succession. As a significant event leading to the adjustment of firm governance 
structure, intergenerational succession has an impact on overseas business performance. To explore 
this impact, this paper takes family firms listed in China from 2009 to 2020 as the observation objects 
and establishes a multi-period difference-in-difference (DID) model. Regression result indicates that 
intergenerational succession has a negative impact on overseas business performance. This paper 
further discusses the influencing mechanism by exploring the moderating effect of the education level 
and the mediating effect of innovation investment. The results confirm that the educational attainment 
of successors plays a negative moderating role, and the mediating effect of innovation investment 
exists. 

1. Introduction 
With the increasing integration of the global economy, plenty of family firms from China have 

entered the global market to seek more development opportunities. Meanwhile, family firms have 
entered a high occurrence period of intergenerational inheritance as the first batch of Chinese family 
entrepreneurs grow old[1]. Compared with their parents, the successors who grew up in the context of 
China’s in-depth participation in globalization have a broader international vision and multicultural 
identity. However, the socioemotional wealth theory indicates that economic benefits are not the only 
goal pursued by family firms. Managers are willing to sacrifice partial economic benefits to protect 
socioemotional wealth within the family[2]. 

Recently, due to the frequent occurrence of intergenerational succession, research related to 
intergenerational succession has increased significantly. However, there are few scholars exploring 
the impact of intergenerational succession on overseas business performance. As an inevitable 
problem in the growth and development of family firms, intergenerational inheritance plays a vital 
role in the future development strategy. Systematic research on the impact of intergenerational 
succession on the performance of family business overseas has become a topic worthy of attention. 

In order to analyze the effect of intergenerational inheritance on overseas business performance of 
family firms, this paper constructs a multi-period DID model. In the exploration of the influencing 
mechanism, the moderating effect of the successors’ education level and the mediating effect of 
innovation investment are further tested. Lastly, robustness test and heterogeneity analysis are carried 
out. 

2. Literature review 
2.1 The impact of intergenerational inheritance on family business overseas performance  

Past research related to intergenerational inheritance mainly focuses on innovation decisions of 
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family firms[3][4], strategic change[5], training model for successors[6], and identification of inheritance 
elements[7][8]. Literatures related to the impact on overseas performance are limited. 

As the cornerstone of theoretical development in the field of family business research, 
socioemotional wealth theory indicates that the unique goal of family business is to protect 
socioemotional wealth[2]. On the one hand, intergenerational inheritance as a key link in the 
sustainable development of family firms reflects the desire of sustainable development of family firms. 
It guides family firms to protect extended socioemotional wealth[9]. To maintain extended 
socioemotional wealth, family firms prefer long-term oriented strategies[10]. In the context of the 
increasingly integrated world economy, the implementation of internationalization is inevitable for 
family firms expecting long-term development. On the other hand, economic benefits are not the 
primary goals family firms pursue due to the strong desire to retain socioemotional wealth. They are 
willing to sacrifice some economic benefits to protect the emotional wealth[2]. 

In addition, China implemented the one-child policy in 1980. In this context, the successors who 
grow up are mostly the only son or daughter in the family, and the expectations of the parents for the 
successors have declined. This may lead to a decline in the ability of successors compared to their 
parents. Previous studies have shown that intergenerational inheritance has a negative impact on firm 
value[11]. Caselli and Gennaioli points out that the decline of family firm value comes from the lack 
of management experience of successors and the ineffective selection process of successors[12]. 
Therefore, this paper proposes the following assumption: 

H1: Intergenerational succession of family firms has a significant negative influence on their short-
term and long-term overseas business performance. 

2.2 Moderating effects of educational attainment 
A large number of previous studies have shown that the educational level of managers plays a 

positive role in promoting enterprise performance. Sun et al. found that managers with higher 
education have strong resilience and learning ability, and the performance of firms is more excellent. 
For overseas business after succession, the successor of learning ability and risk response ability also 
plays a vital role[13]. Referring to previous research, this paper proposes the following assumption: 

H2: Successors who receive a higher level of education have a weaker negative effect on overseas 
business performance. 

2.3 Mediating effect of innovation investment  
Intergenerational inheritance reflects the vision for the sustained development and manifests 

retention of extended socioemotional wealth. Combined with the myopic loss aversion and 
socioemotional wealth theory, Zhu et al. confirmed the role of extended social wealth in promoting 
enterprise innovation investment[3]. Huang et al. confirmed the positive role of successors’ 
participation in enterprise innovation[14].  

Meanwhile, Connolly pointed out that there was a significant positive correlation between the 
intensity of R&D investment and the productivity of firms[15]. The improvement of enterprise 
productivity can effectively promote the growth of income. Therefore, this paper proposes the 
following assumption: 

H3: By increasing innovation investment, intergenerational inheritance can effectively reduce the 
negative impact of intergenerational inheritance on overseas business performance. 

3. Design of measurement models 
3.1 Data source 

This paper selects A-share listed family firms from 2009 to 2020 as the research object. Data 
derived from CSMAR, CNRDS, and Wind databases. The definition of family firms refers to the 
research of Zhu et al. and the definition in CNRDS database[4]. The Chinese listed family firms that 
have undergone intergenerational succession before 2020 are regarded as the experimental group, 
while others are classified as the control group. Finally, 1072 research objects and 7279 observations 
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were obtained, including 4591 observations in the control group and 2688 observations in the 
experimental group. 

3.2 Measurement model design 
The premise of multi-period DID is that the control group and the experimental group meet the 

common trend before inheritance. In order to verify this hypothesis, the following econometric model 
is designed according to Beck et al. [16]: 

𝑙𝑙𝑙𝑙 𝑂𝑂𝑂𝑂𝑂𝑂𝑖𝑖𝑖𝑖 =  𝑎𝑎 +  � 𝑏𝑏𝑗𝑗𝑖𝑖𝑛𝑛ℎ𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑖𝑖,𝑡𝑡+𝑗𝑗

10

𝑗𝑗=−6

+  𝛽𝛽𝛽𝛽𝑍𝑍𝑖𝑖𝑖𝑖 +  𝜇𝜇𝑖𝑖 +  𝛿𝛿𝑡𝑡 + 𝜀𝜀𝑖𝑖𝑖𝑖 (1) 

𝑖𝑖𝑛𝑛ℎ𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑖𝑖,𝑡𝑡+𝑗𝑗  represents the event of intergenerational inheritance. If the firm i occurred 
intergenerational inheritance in the year t+j, 𝑖𝑖𝑛𝑛ℎ𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑖𝑖,𝑡𝑡+𝑗𝑗 is equal to 1, otherwise 0. In order to impair 
multicollinearity, j=-10,-9,-8,-7 is merged into j=-6. 

To explore the influence of intergenerational inheritance on the overseas business performance, 
this paper adopts multi-period DID model. Referring to the measurement model of Beck et al., the 
following multi-period DID model is constructed[16]: 

𝑙𝑙𝑙𝑙 𝑂𝑂𝑂𝑂𝑂𝑂𝑖𝑖𝑖𝑖 =  𝛼𝛼0 +  𝛼𝛼1𝑖𝑖𝑖𝑖ℎ𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑖𝑖𝑖𝑖 +  𝛽𝛽𝛽𝛽𝑍𝑍𝑖𝑖𝑖𝑖 + 𝜇𝜇𝑖𝑖 +  𝛿𝛿𝑡𝑡 +  𝜀𝜀𝑖𝑖𝑖𝑖 (2) 

In model (2), i represents the firm, t represents the year. 𝑙𝑙𝑙𝑙 𝑂𝑂𝑂𝑂𝑂𝑂𝑖𝑖𝑖𝑖 is the natural logarithm of the 
overseas business performance of firm i in year t. 𝑖𝑖𝑖𝑖ℎ𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑖𝑖𝑖𝑖  represents a dummy variable of 
intergenerational inheritance. 𝛴𝛴𝑍𝑍𝑖𝑖𝑖𝑖 represents control variables varying with individuals and time. 
𝜇𝜇𝑖𝑖 and 𝛿𝛿𝑡𝑡 represent individual and time fixed effect, respectively. 𝜀𝜀𝑖𝑖𝑖𝑖 is random error term.  

However, model (2) can only reflect the variations in the current overseas performance. Model (3) 
is established to explore whether the impact is lagging:  

𝑙𝑙𝑙𝑙 𝑂𝑂𝑂𝑂𝑂𝑂𝑖𝑖,𝑡𝑡+2 =  𝛼𝛼0 +  𝛼𝛼1𝑖𝑖𝑖𝑖ℎ𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑖𝑖𝑖𝑖 +  𝛽𝛽𝛽𝛽𝑍𝑍𝑖𝑖𝑖𝑖 +  𝜇𝜇𝑖𝑖 +  𝛿𝛿𝑡𝑡 +  𝜀𝜀𝑖𝑖𝑖𝑖 (3) 

To further explain the moderating effect of successors’ education level, this paper constructs the 
model (4):  

𝑙𝑙𝑙𝑙 𝑂𝑂𝑂𝑂𝑂𝑂𝑖𝑖𝑖𝑖 =  𝛼𝛼0 +  𝛼𝛼1𝑖𝑖𝑖𝑖ℎ𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑖𝑖𝑖𝑖 +  𝛼𝛼2𝑖𝑖𝑖𝑖ℎ𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑖𝑖𝑖𝑖 ∗ 𝑒𝑒𝑒𝑒𝑒𝑒𝑖𝑖 +  𝛽𝛽𝛽𝛽𝑍𝑍𝑖𝑖𝑖𝑖 +  𝜇𝜇𝑖𝑖 +  𝛿𝛿𝑡𝑡 + 𝜀𝜀𝑖𝑖𝑖𝑖 (4) 

The variable 𝑖𝑖𝑖𝑖ℎ𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑖𝑖𝑖𝑖 ∗ 𝑒𝑒𝑒𝑒𝑒𝑒𝑖𝑖  is the interaction between intergenerational inheritance and 
successors’ education level. Its coefficient 𝛼𝛼2 reflects the direction and intensity of the moderating 
effect. 

This paper uses hierarchical regression to test the mediating effect of innovation investment. The 
first step regression is realized by model (2). The second and third step regression models are designed 
as follows: 

𝑙𝑙𝑙𝑙 𝑅𝑅𝑅𝑅𝑖𝑖𝑖𝑖 =  𝜗𝜗0 +  𝜗𝜗1𝑖𝑖𝑖𝑖ℎ𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑖𝑖𝑖𝑖 +  𝜗𝜗𝜗𝜗𝑍𝑍𝑖𝑖𝑡𝑡 + 𝜇𝜇𝑖𝑖 +  𝛿𝛿𝑡𝑡 +  𝜀𝜀𝑖𝑖𝑖𝑖 (5) 
𝑙𝑙𝑙𝑙 𝑂𝑂𝑂𝑂𝑂𝑂𝑖𝑖𝑖𝑖 =  𝛾𝛾0 +  𝛾𝛾1𝑖𝑖𝑖𝑖ℎ𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑖𝑖𝑖𝑖 +  𝜑𝜑𝑙𝑙𝑙𝑙 𝑅𝑅𝑅𝑅𝑖𝑖𝑖𝑖 +  𝛾𝛾𝛾𝛾𝑍𝑍𝑖𝑖𝑖𝑖 +  𝜇𝜇𝑖𝑖 + 𝛿𝛿𝑡𝑡 +  𝜀𝜀𝑖𝑖𝑖𝑖 (6) 

In Model (2), 𝛼𝛼1  measures the impact of intergenerational succession on overseas business 
performance without considering R&D investment. In model (5), 𝜗𝜗1  measures the impact of 
inheritance on R&D investment. In model (6),  𝛾𝛾1 measures the impact of inheritance on overseas 
performance when considering R&D investment, and 𝜑𝜑 measures the influence of R&D investment 
on overseas performance when intergenerational inheritance is considered. 
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Fig. 1 Theoretical frame diagram 

3.3 Variable selection 
Dependent variable: 
Referring to the setting of Dau, this paper selects the natural logarithm of firm overseas business 

income as an indicator to measure firm overseas business performance[17]. 
Independent variables:  
A dummy variable is set to indicate whether the successors will succeed the chairman, CEO or 

general manager of the family firms.  
Moderator variables: 
This paper selects the education attainment of the successors as the moderator variable. The 

education attainment of the successors not only determines the executives' personal vision, but also 
affects the future development strategy of firms. 

Mediator variable: 
Some scholars revealed that intergenerational inheritance will affect enterprise innovation 

decisions[3-4] [18]. Therefore, this paper takes R&D investment as an intermediary variable, which is 
measured by the natural logarithm of the amount of R&D investment. 

Control variables: 
This paper selects operation period, scale, asset-liability ratio, return on assets, firm growth, duality, 

and board size as control variables.  
The definitions and measurements of major variables are shown in table 1: 

Table 1 Variables and Measurement 
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Table 2 is the descriptive statistical results of the main variables. This paper also carried on the 
correlation test. The results show that the variance expansion factor is less than 10, indicating that the 
regression model does not exist severe multi-collinearity. 

Table 2 Descriptive Statistic 

 

4. Empirical results and analysis 
4.1 Parallel trend test 

Figure 2 shows the result of the parallel trend test, indicating that there is no significant difference 
between the experimental group and the control group before intergenerational inheritance occurs. 
The parallel trend assumption is satisfied. 

 
Fig. 2 Parallel trend test 

4.2 Fundamental regression results 
On the basis of the above analysis, this paper selects the two-way fixed effect model to analyze 

the impact of intergenerational succession on the overseas business performance. Table 3 shows 
regression results of model 1. Column 1 and column 2 are the results of the multi-period DID model 
without and with considering control variables, respectively. The results show that intergenerational 
inheritance has a negative impact on overseas business income. 
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Table 3 Fundamental Regression Results 

 
Note. N = 7,279. *p < .10. **p < .05. ***p < .01.  

To confirm whether the influence of intergenerational inheritance on firms is lagging, model 2 is 
adopted. The absolute value of regression coefficient of two lag periods is less than that of current 
period. It seems that the negative impact decreased in the second period after inheritance. Hypothesis 
1 is verified. 

Table 4 Regression Results of two lag periods 

 
Note. N = 7,279. *p < .10. **p < .05. ***p < .01. 
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4.3 Influencing Mechanism Analysis 
4.3.1 The moderating effect of educational level of successors 

In order to explore whether hypothesis 2 is valid, this study introduces the intersection of the 
successors’ education level and intergenerational inheritance on the basis of model 1. The results 
reported in table 5 show that inheritance coefficient is negative and the coefficient of interaction term 
is positive. It points out that educational attainment has a reverse adjustment effect. In other words, 
the occurrence of intergenerational succession reduces the overseas business performance of firms. 
Remaining other conditions fixed, the higher the education level of the successors is, the smaller the 
performance decline. Hypothesis 2 holds. 

Table 5 Moderating Effect of Educational Attainment 

 
Note. N = 7,279. *p < .10. **p < .05. ***p < .01. 

4.3.2 The mediating effect of innovation investment 
Table 6 reports the results of hierarchical regression. Column 1 reports the direct effect of 

intergenerational inheritance on overseas business performance without considering the innovation 
investment. Column 2 reports the impact of intergenerational inheritance on innovation investment. 
Column 3 reports the impact of intergenerational inheritance on overseas performance when 
considering innovation investment. According to table 6, 𝜗𝜗1 and 𝜑𝜑 were positive, 𝛾𝛾1 was negative. 
These coefficients show that the succession is beneficial to improving the R&D investment intensity 
of family firms. Meanwhile, the intensity of innovation investment can promote the growth of 
overseas business income, which means that inheritance can indirectly improve the overseas 
performance through innovation investment, and offset partial direct negative effects of 
intergenerational inheritance. Hypothesis 3 holds. 

Table 6 The mediating effect of innovation investment 

 
Note. N = 7,279. *p < .10. **p < .05. ***p < .01. 
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4.4 Robustness test and heterogeneity analysis 
4.4.1 Placebo test 

In order to enhance the credibility of the empirical results, this paper conducted a placebo test. 
Figure 3 shows the test results. The regression coefficient of random sampling basically obeys normal 
distribution, and the fundamental regression coefficient is located on the left side of the distribution 
of the regression coefficient of the 'pseudo' experimental group. The results confirm the uniqueness 
of the impact of real intergenerational inheritance time point on overseas market revenue, and also 
prove the robustness of the conclusions. 

 
Fig. 3 Placebo test 

4.4.2 Heterogeneity analysis 
Table 7 reports the results of firms with different operation periods. Column1, 2 and 3 represent 

the youth, the prime age and the elderly groups respectively. The succession in the firms of the prime 
age group and the elderly group have a negative impact as the fundamental regression results. 
However, inheritance in youth firms has no significant impact on overseas business performance. 

Table 7 Heterogeneity Analysis 

 
Note. N = 7,279. *p < .10. **p < .05. ***p < .01. 
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5. Summary 
This study takes the A-listed family firms in China from 2009 to 2020 as the observation object to 

explore the impact of intergenerational succession on overseas business performance. Through the 
construction of multi-period DID model and empirical analysis, the following conclusions are drawn:  

Firstly, intergenerational succession of family firms has a negative impact on short-term and long-
term overseas business performance. After the succession is completed, the overseas business 
performance will decline significantly, and this change will last for a period of time.  

Secondly, successors with higher education have a weaker negative impact on overseas business 
performance. The education attainment of the successors plays a negative moderating role.  

Finally, firms can effectively reduce the negative impact of intergenerational inheritance on 
overseas business performance by increasing innovation investment. The regression results confirm 
the mediating effect of innovation investment. Intergenerational succession can indirectly promote 
the increase of overseas business income by affecting the intensity of R&D investment, and offset 
some of the negative impacts of succession on overseas business performance. 
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