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ABSTRACT
The aim of this work is to analyze how the budget need is conceived in family businesses in the process of succession. There 
is a gap about the reasons for using the budget in the context of a family business succession process, whose characteristics 
and purposes of the budget reflect their need depending on the antecedents the reasons for use. The relevance of the theme 
lies in understanding the intergenerational succession as a part of the life cycle in family companies and the interface with 
the management control system (MCS) from the need of the budget with a planning and control tool. As an impact on 
the area, this study broadens the field of research on budget considering its characteristics and purposes in a context of 
organizational transition that involves succession in a family business. We adopted the single case study with data collected 
through semi-structured interviews, observations, and documents. Data were analyzed from the discursive textual analysis 
whose focus is the contents related to succession from the organizational life cycle, changes in the MCS, and budget need. 
The results showed that changes resulting from the succession process on the strategies of its planning (professionalization 
of management, creation of the holding company, and governance) interact and influence the need of the budget. This stems 
from the reasons for operational planning and strategic training from its antecedents associated with the organizational 
characteristics of the success and renewal phase of the life cycle. The contribution of the study is based on the combination 
of succession in family business and budget by making it possible to reflect on the need for a specific tool (the budget) to 
support goal setting and decision-making in this context. It will contribute to the MCS and family business by understanding 
the need for budgeting in the succession process. In addition, it will validate the three-phase model of the succession process 
in a family business as part of the organizational life cycle.
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1. INTRODUCTION

In the context of family businesses, succession 
is fundamental to continuity from one generation to 
the next (Handler, 1994), while the process comprises 
actions, events, and organizational mechanisms by which 
leadership in the business – and often its ownership – is 
transferred to the successor generation (Le Breton-Miller, 
Miller, & Steier, 2004).

Succession is part of the organizational life cycle 
(Gersick, Davis, Hampton, & Lansberg, 1997) which 
may occur during (and interfere with) its various phases 
(Gersick et al., 1997; Giovannoni, Maraghini, & Riccaboni, 
2011). In them, organizational activities and structures 
differ (Quinn & Cameron, 1983), involving the process 
of development and decision-making (Handler, 1994).

Succession, thus, is characterized as a relevant moment 
in the life of the family business and implies changes in 
management due to the impact on the activities resulting 
from command change (Roth, Tissot, & Gonçalves, 2017). 
In this sense, it can be an opportunity to improve the 
management of the company as it is a time of renewal 
and strengthening for organizations (Roth et al., 2017) 
based on the challenges imposed that require strategies 
to act differently (Oro & Lavarda, 2019).

The literature on succession presents multifaceted 
models to understand it as a process (Cabrera‐Suárez, 
De Saá‐Pérez, & García‐Almeida, 2001; Chrisman, Chua, 
Sharma, & Yoder, 2009; Le Breton-Miller et al., 2004; 
Nordqvist, Wennberg, & Hellerstedt, 2013). Although 
the specificities of each model vary, they are aligned with 
the three-phase model of Le Breton-Miller et al. (2004), 
which considers the stages of planning, training and 
development of successor, and transfer of power and 
ownership (Daspit, Holt, Chrisman, & Long, 2015; Le 
Breton-Miller et al., 2004).

Succession, considered as part of an evolutionary 
process (Le Breton-Miller et al., 2004), occurs over many 
years and is related to the patterns that define the life 
cycle of the company which, in turn, affect the system 
(Giovannoni et al., 2011), as well as their artifacts such 
as planning and budgeting (Frezatti, Relvas, Nascimento, 
Junqueira, & Bido, 2010).

In this sense, organizations use budgeting for different 
reasons, such as operational planning, performance 
evaluation, communication of objectives, and strategy 
formation (Hansen & Van Der Stede, 2004). These 
reasons arise in different circumstances (Hansen & Van 
Der Stede, 2004), linked to the organizational life cycle 

(Lester, Parnell, & Carraher, 2003; Miller & Friesen, 1983, 
1984), whose succession is part.

In Brazil, studies have already signaled research 
efforts regarding succession in family businesses 
(Flores & Grisci, 2012; Oliveira & Silva, 2012; Oliveira, 
Albuquerque, & Pereira, 2012; Roth et al., 2017; Silva & 
Muniz, 2006; Waiandt & Danvel, 2008). Also, studies were 
carried out from the perspective of the organizational life 
cycle of Lester et al. (2003) by addressing, for example, 
elements of family influence in the Family Influence on 
Power, Experience, and Culture (F-PEC) model (Frezatti, 
Bido, Mucci, & Beck, 2017). In addition, the Brazilian 
literature also includes studies on the life cycle in family 
companies based on other perspectives, evidencing 
life cycle, succession, and governance (Cançado, Lima, 
Muylder, & Castanheira, 2013; Oliveira et al., 2012), life 
cycle and budget (Marques, Cunha, Faveri, & Walter, 
2014), and life cycle and management accounting 
artifacts (Assunção, Luca, Vasconcelos, & Cardoso, 
2014) that were performed in non-specific contexts of 
family companies.

Nevertheless, there is a gap in the literature regarding 
the harmonization of family business succession in the 
life cycle approach and the budget in this context. Thus, 
we seek to fill this gap, relying on Le Breton-Miller et al. 
(2004), as to the process of succession, on Lester et al. 
(2003), to identify the timing of the succession process 
in the life cycle stages, and on Hansen and Van der Stede 
(2004), to identify the need for the budget at this moment.

Based on this, this research seeks to understand how 
the budget needs to be conceived in a family business in the 
process of succession as a moment in the organizational 
life cycle. This knowledge is relevant to understand how 
the budget need from its use reasons is associated with 
the moment of succession within the organizational life 
cycle. In addition, it allows the understanding of the 
perception of the family executives regarding the process 
of business management from the succession.

A more in-depth look at family-owned companies 
is interesting in order to discuss the particularities of 
these organizations in terms of the budget need for the 
intergenerational succession process. The absence of such 
a discussion represents a limitation in the scope of budget 
studies in family businesses and ignores the need for 
the budget at a specific time related to intergenerational 
succession as a form of managerial control aimed at 
decision-making and its continuity between generations.
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Changes in the managerial control system in the 
context of business succession still constitute a field 
under-researched in the literature on the subject 
(Giovannoni et al., 2011; Salvato & Moores, 2010). 

Few studies attempt to combine the dimensions of the 
succession process with the role of the managerial control 
system beyond the technical and functional aspects 
(Bracci & Maran, 2012).

2. LITERATURE REVIEW

2.1 Succession and Life Cycle in Family 
Businesses

A family business is the one based on the view of 
the controlling family aimed at sustaining the business 
through the generations (Chua, Chrisman, & Sharma, 
1999). Sustaining business across generations refers to 
the intergenerational succession that includes transferring 
leadership and ownership from a senior generation to a 
junior generation (Sharma, Chrisman, & Chua, 2003). 
Intergenerational succession, in turn, is understood as 
a multi-stage process that ideally requires increasing 
involvement of the successor in the business, at the same 
time as the predecessor reduces its involvement until 
there is a real transfer of leadership in the organization 
(Handler, 1994; Le Breton‐Miller et al., 2004; Nordqvist 
et al., 2013). 

The succession process is considered one of the most 
critical challenges faced by family-run companies, being the 
most important concern of their leaders (Le Breton-Miller 
et al., 2004; Sharma et al., 2003). It represents the crucial 
moment of the organizational life cycle independently 
of the stage of development of the company (Cesaroni 
& Sentuti, 2019; Gersick et al., 1997). At that moment, 
the company’s directions are directed or conditioned by 
the goals, preferences, ambitions, and personal choices 
of those involved (predecessor and successor), family 
members’ relationships, and the behavior they put into 
practice (Cesaroni & Sentuti, 2019).

Le Breton-Miller et al. (2004) understand succession as 
a process with the elements actors, contexts, and process 
with different phases (Daspit et al., 2015; Le Breton-Miller 
et al., 2004). According to the three-phase model of Le 
Breton-Miller et al. (2004), the succession process can be 
understood from the stages of (i) planning, (ii) training 
and development of successors, and (iii) transfer of power 
and ownership (Daspit et al., 2015; Le Breton-Miller et 
al., 2004).

The planning stage refers to the establishment of basic 
rules related to a vision for the future of the business, 
with creation and monitoring of the succession plan 
and the identification of succession candidates, as well 
as establishing rules for the selection of candidates and 

guidelines for its formation (Le Breton-Miller et al., 
2004). The successor training and development stage is 
based on formal education, on-the-job training, career 
development, and outside-company experience. It also 
involves monitoring the performance of the candidate, as 
well as the need to redirect the training according to the 
plan (Le Breton-Miller et al., 2004). Finally, the stage of 
transfer of power and ownership is given by the process 
of transmission and not interference, which includes the 
transfer of power itself and ownership, if applicable. That 
is, the holder leaves and the chosen successor assumes 
his role (Le Breton-Miller et al., 2004). 

It should be noted that leadership can be transferred 
to both a family member and a non-family member. With 
the transfer of leadership to a non-family member, i.e., a 
transfer of management, the company remains a family 
business, as there is no transfer of ownership. In this 
sense, when planning, some strategies, such as managerial 
professionalization, family governance, and the creation 
of holdings, can lead to better results (Roth et al., 2017).

The professionalization includes the insertion of 
non-family professional managers with experience and 
training for the specific area to be improved in order 
to better conduct business (Oliveira et al., 2012; Oro & 
Lavarda, 2019). In addition, it contemplates qualification 
of directors from adequate training to their positions 
(Giovannoni et al., 2011).

In this understanding, both the process of succession 
and the process of professionalization of family companies 
may rely on governance mechanisms for offering 
alternatives for the company to deal with the problems 
that emerge at these moments (Oliveira et al., 2012). The 
governance of the family business applies more generally, 
whether a public company or not, to refer to the practices 
adopted in order to reduce the conflicts of interest between 
family and company. Thus, the relations between family 
and company are delimited by means of bodies, councils, 
agreements, and rules that formally explain the boundaries 
of these relations (Oliveira et al., 2012).

Still in the context of succession planning, Lodi 
(1998) advocates the creation of a societal structure, 
such as holding companies, which, once implemented, 
tends to minimize conflicts, not affecting the business, 
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characterizing a process of equity division and succession 
reorganization. For Mamede and Mamede (2011), the 
creation of a family holding company is an essential 
strategy for ordering the assets of a family or even to 
optimize the corporate structuring of a company or group 
of companies. 

In view of the above, it is important to understand 
succession in the light of the company’s life cycle over time, 
interpreting its history, evaluating the decisions made, 
and identifying the company in each of the dimensions 
of development, from its strategic challenges. The prior 
identification of the company in each of the development 
cycles can provide insights to better understand the 
succession process relationships (Cançado et al., 2013).

Miller and Friesen (1983, 1984), based on what the 
literature points out from the various stages of organizational 
development, generated an approximate conceptual 
typology of the stages of organizational life based on the 
phases: (i) birth; (ii) growth; (iii) maturity; (iv) revival; 
and (v) decline. In the same context, Lester et al. (2003) 
proposed an organizational life cycle model that supports 
the work of Miller and Friesen (1983, 1984) and is applicable 
to all organizations based on five stages: (i) existence; (ii) 
survival; (iii) success; (iv) renewal; and (v) decline. Such 
typologies are used to describe differences in strategy, 
structure, decision-making style, and situational or context 
factors from organizational characteristics considered 
essential at each stage of the life cycle, as listed in Table 1.

Table 1 
Organizational characteristics of life cycle stages

Life cycle stage Situation Structure Decision-making style Strategy

Existence
Small
Young

Homogeneous

Informal
Simple

Owner-dominated

Centralized
Trial and error

Prospector/first move

Survival
Medium-sized

More competitive 
environment

Functional
Some formality

Some delegation
Begin formal information 

processing

Analyzer/second mover/
differentiation

Success
Heterogeneous 
environment
Larger size

Formal
Bureaucratic
Functional

Reliance on internal 
information processing

Defender/segment control

Renewal
Very heterogeneous

environment
Very large

Divisional
Some matrix

Sophisticated controls 
Formal analysis in 
decision-making

Analyzer/combination
differentiation

Low cost

Decline
Homogeneous

and competitive 
environment

Formal
Bureaucratic

Mostly functional

Moderate
Centralization

Less sophisticated 
information processing

Reactor/product/service
Breadth
Low cost

Source: Modified from Lester et al. (2003).

This model was validated by some studies (Frezatti et 
al., 2010; Lester et al., 2003; Lester, Parnell, & Menefee, 
2009) and, specifically, in family companies in the Brazilian 
context (Frezatti et al., 2017). It is worth mentioning that 
this model does not recognize intermediate stages that 
companies pass through, thus characterizing a limitation 
(Frezatti et al., 2010, 2017).

The organizational life cycle involves stages with 
various activities and organizational structures combined 
with different forms of organizational control (Moores 
& Mula, 2000), such as the management control system 
(MCS) and budget, discussed below in relation to family 
businesses.

2.2 MCS and Budget in Family Businesses

The company’s philosophy, structural, procedural, and 
relational components are determinants in the way the 
company is managed (Child, 1997). Thus, it is based on 
the MCS concept that includes both formal and informal 
mechanisms, processes, systems, and networks used by 
organizations (Ferreira & Otley, 2009; Malmi & Brown, 
2008). As members of the MCS, the budget element stands 
out, which includes planning, execution, and control 
as a management process (Anthony & Govindarajan, 
2008). In this process, the organization’s strategies have 
an effect on the decisions made (Vancil, 1973), and the 



Budget and life cycle in family business in succession process

216 R. Cont. Fin. – USP, São Paulo, v. 31, n. 83, p. 212-227, May/Aug. 2020

budget becomes important to implement these strategies 
(Oro & Lavarda, 2019) and effectively such decisions 
(Vancil, 1973).

Through budgets, the activities of different parts 
of the organization can be coordinated and controlled 
by incorporating measures and techniques that are in 
line with the responsibilities delegated to managers 
under the organization structure (Bruns & Waterhouse, 
1975). The budget varies among companies because of 
some are more formal than others or more elaborate 
and time-consuming. Others require top management 
involvement, while others do not (Merchant & Van Der 
Stede, 2007). However, budget-related behavior depends 
on various aspects of the organizational structure, such 
as centralization, autonomy, and the degree to which 
activities are structured (Bruns & Waterhouse, 1975).

The budget is used as an instrument for a variety of 
purposes, but the studies use different labels and categories 
(Hansen & Van Der Stede, 2004). Hansen and Van der 
Stede (2004) generated a list of the main purposes for which 
most organizations use budget. This list covers the purpose 
of both short-term planning (operational planning) and 
long-term planning (strategy formulation), the role of 
communicating these plans (goal communication), and 
performance evaluation. From these purposes, Hansen 
and Van der Stede (2004) demonstrated the organizational 
structure, the organizational strategy, the operational 
environment, and the external environment, as their 
antecedents when reflecting on the importance of each 
purpose.

In recent years, investigations on MCS and family 
businesses have drawn the attention of several authors 
because of the nature of these companies gives the MCS 
a series of specificities that its understanding requires 
specific studies (Cesaroni & Setuti, 2019). However, 
there are few studies that analyze how MCS can combine 
and interact with succession, a typical process of family 
business change (Bracci & Maran, 2012; Cesaroni & 
Setuti, 2019; Giovannoni et al., 2011; Leotta, Rizza, & 
Ruggeri (2017); Salvato & Moores, 2010), allowing the 
development of knowledge on the subject.

Specifically in the context of family-owned enterprises, 
Giovannoni et al. (2011) emphasize that managerial 
accounting supports the transfer of knowledge between 
generations and between family and non-family owner 
managers. In addition, they present evidence that increased 
complexity, through succession, professionalization, 
and growth, creates a need for change to a more formal 
control system, even if the family relies on non-family 
management.

Still, Bracci and Maran (2012) showed that the MCS 
played a role of substitution and mediation in the process 
of succession in family businesses. It replaced previous 
practices and represented a source of trust and legitimacy 
for successors. It mediated the predecessor’s intentions 
to maintain previous practices and family ties and the 
willingness of successors to bring about radical change. 
According to Leotta et al. (2017), MCS helps people share 
a set of values to guide them in formulating company 
strategy. Thus, the MCS provides organizational actors with 
a language that, representing the managerial view of the 
successor, can integrate it into the shared view within the 
family organization, as well as contribute to the construction 
of the leadership profile of the junior generation.

More recently, Cesaroni and Sentuti (2019), in 
exploring the relationship between change in MCS 
and succession process in family businesses, have 
shown the interactions between the two processes 
and influence of one another. They pointed out that 
human and nonhuman performances may represent 
heterogeneous actors developing MCS giving special 
attention to the successor, including their goals and 
motivations, in order to better understand their role 
in the MCS process.

Petry and Nascimento (2009) sought to identify the 
most frequent characteristics in the management model 
of family companies in order to explain their longevity, 
from the perspective of the succession process. They 
observed that, in the larger and longer-lived companies, 
the management process (strategic planning, operational 
planning, planning execution, and planning control) is 
formal, measuring strategies, and establishing standards 
for performance and resource utilization, enabling the 
comparison between the expected results and the strategies 
adopted and effectively achieved. This did not occur in a 
significant part of smaller and less long-lived companies, 
since the management process is fragile, incomplete, and 
in some cases non-existent.

As observed in some studies described, they analyzed 
the influence of the MCS on family companies considering 
the succession. In this sense, it is assumed that the need 
for budget tends to be accentuated when the succession 
depends on the interaction and influence that these 
processes exert between each other, according to the 
stage of life in which it happens and the organizational 
characteristics which characterize the antecedents to the 
reasons for using the budget.

In view of the above, the theoretical model of the 
research was set up, which reflects the synthesis of the 
themes analyzed as illustrated in Figure 1.
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Figure 1 Theoretical research model
Source: Elaborated by the authors.

The theoretical research model seeks to systematize 
the need for the budget in a family business by observing 
the interaction with the organizational life cycle, with 
emphasis on the stages in which the succession process 

takes place and its impact in terms of budget need 
arising from the professionalization of management with 
reflection in succession.

3. RESEARCH METHOD

In order to respond to the proposed objective, a 
qualitative research was developed, based on a single case 
study, descriptive and cross-sectional (Sampieri, Collato, & 
Lucio, 2013). The single case study allowed the investigation 
to go deeper into the phenomenon investigated within 
its real context and this strategy is relevant for research 
in family companies with characteristics similar to those 
of the present investigation (De Massis & Kotlar, 2014).

The company selected for this study, called as 
Retail Group for the purposes of this study, has unique 
characteristics that make it a logical candidate (De Massis 
& Kotlar, 2014). It is characterized as a Brazilian family 
business group, from the supermarket retail segment and 
headquartered in the state of Paraná. Preliminary surveys 
revealed its economic relevance in the region in which it is 
located, and the representativeness in relation to its position 

in the supermarket retail sector of the state (Associação 
Paranaense de Supermercados, 2017; Nunes, 2018).

It was verified that, in the company, there is intense 
family involvement in the management, and that it is in 
the process of intergenerational succession, in which the 
budget need is expressed openly by the family leaders. 
A significant aspect of this is that, with more than five 
decades of the company’s existence, one of the founders 
remains active in management, allowing more detailed 
access to the foundation and trajectory of the business.

The contact with Retail Group was first made with a 
survey on the company’s electronic website, in its digital 
media, and later with a direct contact with the organization 
by telephone in April 2018, as well as contacts by WhatsApp 
with the accountant, in May 2018. A preliminary interview 
was conducted with the accountant in May 2018 to provide 

SUCCESSION PROCESS 

Existence 
Survival 
Success 
Renewal 
Decline 

BUDGET 
ORGANIZATIONAL 

LIFE CYCLE 

Reasons for using the budget  
Antecedents of the reasons for 
using the budget 
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evidence that the company would meet the requirements 
of the study.

This preliminary investigation aimed to identify 
the following characteristics: (i) family business; (ii) 
intergenerational succession process; (iii) family 
involvement in management; (iv) occurrence of 
organizational changes; (v) structure of the managerial 
control system (MCS); and (vi) use of budget planning and 
control. On that occasion, it was verified that the group 
had the necessary characteristics for the development 
of the research, and it was identified that the group 
experienced organizational changes, improving its MCS, 
and implementing the budget planning and control.

In order to conduct the interviews with those 
responsible for management, on July 18, in a meeting 
with the accountant, the Protocol of the Study and the 
Free and Informed Consent Form (FICF) of the research 
were presented and submitted for subsequent approval of 
the board members and board of directors, which took 
place in a meeting held on July 23, 2018. After approval, 
the interviews with the directors and members of the 
board of directors were scheduled for the beginning 
of August.

Data collection was based on the constructs in Table 2, 
listed in categories and subcategories, as well as the base 
authors used for their structuring. 

Table 2 
Research constructs

Categories Subcategories Authors

Life cycle

Birth or existence
Growth or survival
Maturity or success
Revival or renewal

Decline

Miller and Friesen (1983, 1984), 
Lester et al. (2003)

MCS and budget

Reasons for using the budget (operational 
planning, strategy formation, communication 

of goals, and performance evaluation)

Antecedents of the reasons for using 
the budget (organizational structure, 
organizational strategy, operational 

environment, and external environment)

Bruns and Waterhouse (1975), 
Hansen and Van Der Stede (2004), 

Le Breton-Miller et al. (2004), 
Merchant and Van Der Stede (2007), 

Malmi and Brown (2008), 
Ferreira and Otley (2009)

Succession process
Planning

Training and development of successors
Transfer of power and ownership

MCS = management control system.
Source: Elaborated by the authors.

Data were collected between April and August 2018 
in individual semi-structured interviews, observations, 
and documents provided by the company. Seven 
interviews were carried out with an average duration 
of 45 minutes each. All the interviews were recorded in 
audio and later transcribed. The transcripts were sent 
to the interviewees for verification and/or rectification 
and/or complementation of content, and only after the 
return, they began to compose the corpus for the analysis 
process (Bauer & Gaskell, 2017).

The interviewees were selected based on the following 

criteria: (i) be a member of the owning family and 
participating in the management; and (ii) be involved with 
the management process. The interviews were conducted 
at the company’s premises during office hours. Before 
the beginning of each interview, the Study Protocol and 
the FICF were presented, as well as the authorization to 
record the interview. The signatures of the interviewees 
were collected, and a copy of the documents was given 
to them. All the interviewees agreed and authorized the 
recording. The list of selected interviewees is presented 
in Table 3.
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Table 3
Interviewees for the study

Interviewee
Function according 

to organization chart
Business time 

(years)
Age (years) Formation

Interview duration 
time (min)

E1
Information 

technology (IT) 
officer – Employee

10 30
Internet technology 

and systems
45

E2
Human resources 

manager – Employee
3 44 Economics 52

E3
Financial manager – 

Employee
29 47

Financial 
management

47

E4
Accountant – 

Employee
20 36 Accounting 67

E5
Commercial director 

– Firstborn heir
36 47 Agronomist engineer 70

E6
Marketing director – 

Youngest heir
16 36

Advertising and 
publicity

18

E7
Managing director 

– Predecessor –
Matriarch

54 66
Equivalent to high 

school
19

Source: Elaborated by the authors.

The documentation served mainly for triangulation 
and as a supplementary source to aid in understanding 
the main events (Bauer & Gaskell, 2017). The visits for 
observations and obtaining documents occurred in the 
headquarters, two branches besides the distribution center 
(which also houses the administrative headquarters). In 
such opportunities, observations were made, as well as 
informal conversations recorded in the research diary 
(Stake, 2011).

Data generated by the semi-structured interviews 

after transcription, the observation protocols, and the 
documents were understood as texts (Bauer & Gaskell, 
2017). These texts were codified by relating their passages 
to the developed categories and subcategories (Bauer 
& Gaskell, 2017) presented in Table 1. The discursive 
textual analysis was sequentially performed (Moraes, 
2003), aiming to interpret the meanings attributed by 
the respondents to the need for budgeting by pointing 
to intergenerational succession in the organizational 
life cycle.

4. DISCUSSION AND RESULTS OF THE RESEARCH

4.1 Contextualization of the Retail Group

Retail Group was founded in 1964 by the patriarch 
and the matriarch of the family. It has been operating for 
more than five decades in the state of Paraná (Brazil) in the 
supermarket retail segment (Figure 2). It is composed of 
seven stores, a distribution center, and a carrier, employs 
964 employees and, according to its billing, is a large 

company based on the criteria of Internal Revenue 
Service. It has three heirs and is currently managed by 
the matriarch and two heirs who, together with a third 
heir who does not participate in the management, hold 
the entire capital of the company. The decisions of the 
company have direct involvement of the family members 
who influence the adopted strategies.
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Figure 2 Timeline of the evolutionary history of Retail Group
Source: Elaborated by the authors.

Figure 2 represents the evolutionary history of Retail 
Group over time. It should be noted that the significant 
expansion of Retail Group occurred in 2004, 40 years 
after its birth, with the opening of its first branch, and 
increased from 2010. After the opening of the second 
branch, Retail Group focused on opening the distribution 
center and the carrier in order to meet the demands of 
the headquarter and branches, as well as the opening of 
new branches that occurred every two years as of 2010.

4.2 Analysis and Discussion of Intergenerational 
Succession from the Organizational Life 
Cycle

Lester et al. (2003), based on Miller and Friesen (1983, 
1984), propose an organizational life cycle classification 
that applies to companies of different sizes and distinguishes 
between existence, survival, success, renewal, and decline 
based on the organizational characteristics related to 
situation, structure, style of decision-making, and strategy. 
Thus, we sought to analyze the organizational life cycle 
of Retail Group based on the stages and organizational 
characteristics of Lester et al. (2003), according to Table 
1, to identify in which of them the succession occurred 
from their organizational characteristics and the budget 
requirement at that time.

The Retail Group birth/existence phase (Lester et al., 
2003; Miller & Friesen, 1983, 1984) occurred in 1964, 
when the couple opened a grocery store, whose strategy 
was to seek to become a viable business with a simple and 
informal structure, managed by its owners, characterizing 
the leadership and centralized decision-making style.

The growth/success phase (Lester et al., 2003; Miller 
& Friesen, 1983, 1984) was the period from the birth to 
1981 of Retail Group, since it was the period in which 
the company established its competencies. Sales growth 
and accumulation of resources were sought. These 
aspects characterized its strategy, but without established 
functional structure, with the still informal procedures, 
the business relied only on the founders’ role in leadership 
and decision-making.

In 1982, the location of the business changed to a 
more populous city. Such a change was due to the 
founders’ desire to provide better education for heirs. 
The structure and conduct of the businesses followed the 
same characteristics, comprising a birth/existence phase 
in the new locality because it was sought to conquer new 
customers for the business with a market characteristic, 
and no more a grocery store. From the conquest of new 
customers, it was followed to the stage of growth/success, 
in which the market counted on three cash operators 
and an administrative office. The structure had some 

Opening of the 

grocery store 

Firstborn back 

to work in the 

company, now a 

supermarket 

Opening of the 

second branch 

Opening of the 

third branch 

Opening of the 

fifth branch 

Opening 

of the 

seventh 

branch 

1964 1982 1995 2004 2005 2008 2010 2012 2014 2015 2017 

... 

Change of 

municipality – 

transformation 

to a market 

Opening of the 

first branch 

Opening of 

the distribution 

center and 

carrier 

Opening of the 

fourth branch 

Opening of the 

sixth branch 



Cristina Hillen & Carlos Eduardo Facin Lavarda

221R. Cont. Fin. – USP, São Paulo, v. 31, n. 83, p. 212-227, May/Aug. 2020

hierarchy with the presence of the cash supervisor, the 
existence of informal controls being the leadership, and 
decision-making centered on the founders.

In the 1990s, with the construction of a new 
headquarters for the market, becoming a supermarket, 
and due to economic aspects, the family handed over a 
farm to the bank to pay out working capital loans. In this 
context, in 1995, the first-born, graduated in agronomy and 
working in a multinational, at the request of the matriarch 
(E7), decides to return to work in the family business. 

As a result, Retail Group went through the stages of 
maturity/survival and revival/survival, growth/survival, 
to be in the growth/success stage in 2001, and in 2005, to 
open the first branch store of Retail Group; the firstborn 
was responsible for administration business. According 
to E4, “E5 that gave the mood to be able to move on, to 
open branches, to open stores”. Still, according to E4, “E5, 
who is the eldest son, entered into society and came to 
take care of, it was he who began to want to change some 
things, get out of that familiar matter and come changing 
the level of the company”.

From 2004 onwards, the company experienced the 
growth/success phase (Lester et al., 2003; Miller & Friesen, 
1983, 1984) by 2011, when it opened two more branches: a 
distribution center and a carrier. During this period, Retail 
Group improved its competencies and enjoyed success 
in the supermarket retail market. The strategy was based 
on the search for sales growth and the accumulation of 
resources in an attempt to obtain advantages on a larger 
scale. A function-based structure was established and 
procedures were more formalized, but authority had not 
been delegated. The process of succession started to be 
dealt with in 2010, with the illness of the patriarch, who 
died in 2011. This process was suspended due to friction 
between heirs.

In 2014, the fifth branch store was opened and, in 
2015, the sixth, which also marked the continuity of 
the growth/success stage (Lester et al., 2003; Miller & 
Friesen, 1983, 1984) for the search for increased sales 
and accumulation of resources, the authority begins to 
give evidence of delegation, and procedures have been 
formalized. In 2017, the seventh branch was opened and 
in the face of this context, E5 stated:

because we have 7 stores and then we had to ... the last one, the 
most recent store ... we felt our processes, we got to the ... let’s 
say we almost overturned, I say, we arrived at the maximum 
of what we were doing it, so we had to restructure, we were 
restructuring, automating our processes for the shipment of 
products, so that we could have more stores. So, we brought 
people who understood the area of logistics and it was defined 
that here we will support up to 10 stores. Then up to 10 stores, 
in the direction that we are, with this structure that we have, it 
works. Above 10 stores, we will have to make another structure.

During this period, Retail Group goes through a 
growth/survival phase with a certain slowdown to 
restructure and then moves on to a maturity/survival and 
revival/survival phase that opens the way to a new growth/
success phase in the middle of 2018 (Lester et al., 2003; 
Miller & Friesen, 1983, 1984). Due to the opening of the 
seventh branch without adequate budget-based planning, 
especially in relation to logistics, the management used 
external auditing and hired a logistics consultancy to 
evaluate processes and structure.

The owners realized they were unprepared to meet the 
demand of all the branches, referring to the use of the term 
“almost overturned”. Based on the diagnosis presented 
by the consultants, the owners of Retail Group focused 
on the restructuring of the logistics area by acquiring a 
system to monitor purchases and deliveries of goods by 
suppliers based on schedules, as well as for the distribution 
of goods to the branches as requested.

Due to the desire to open new branches, a civil engineer 
was also hired to plan the future works, as well as to take 
care of the maintenance of the existing branches (E5). 
This situation caused a moment of maturity on the part of 
the managers who, instead of opening the eighth branch, 
as they wanted, focused on the necessary restructuring 
not to cause a possible discontinuity of the business, for 
not being able to meet the demand of the open branch 
stores (E5). Faced with this restructuring, Retail Group 
has returned to the growth phase, evidencing the need 
to review strategic planning and budget implementation.

Between 2011 and 2017, Retail Group underwent 
significant changes, especially after 2017, in its strategies, 
organizational structures, functions, and management 
systems. These changes included the training of non-
family managers, as well as the increasing formalization of 
the MCS, as well as the hiring of consultants and auditors 
that reinforced the need to implant and implement the 
budget mainly due to the resumption of the succession 
process in 2018 (E5). These aspects characterize the 
formalization as evidenced by Giovannoni et al. (2011).

4.3 Analysis and Discussion of the MCS and 
Budget

Accounting was internalized in 1995 with the return 
of the eldest son. Due to the growth of Retail Group 
from the year 2011, its family management was based 
on the structuring and formalization of the controls and 
processes, as well as the hierarchy with the re-elaboration 
of the organization chart. In this sense, the management 
committee based on four pillars (accounting/controlling, 
financial, human resources, and information technology) 
was established to support the decision-making of the 
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owners (E5). An enterprise resource planning (ERP) 
system was deployed and consultants were hired to 
develop, what was termed, control, financial, human 
resources projects, and currently the projects of external 
audit and logistics. E5 emphasized: “I believe that the 
professionalization of these pillars that I cited was one of 
the growth strategies.”

The organizational structure of Retail Group depends 
on formal and informal controls reflected in its MCS, a 
procedural component of the organization that controls 
its activities. This evidence is in line with the literature 
(Anthony & Govindarajan, 2008). Decision-making in 
Retail Group is centered on the heirs depending on the 
matriarch’s endorsement. Such a feature reduces the 
perceived control by employees at lower levels of the 
organization, which is also in line with the literature 
(Child, 1997). As the procedures and areas of authority 
are not clearly defined, structuring control is replaced by 
the interpersonal control of the owners, corroborating 
the findings of Bruns and Waterhouse (1975), which are 
insufficient and inadequate for the size of the company, 
and the need for the budget is presented as a means 
of control mainly in the speech of the members of the 
administrative council.

The budget is still in the implementation stage of the 
budget allocations of each cost center established according 
to literature. The difficulty in making these funds feasible 
relates to the managers of each branch that are being 
trained to do so. The ERP system is already prepared and 
configured in terms of cost centers and realized values, 
lacking the budget targets for later confrontation and 
elaboration of the statements that are also prepared.

As size and organizational differentiation changed 
during the course of Retail Group, which had the succession 
of the patriarch in its context, the budget became the 
cornerstone of its management control process, and is 
directly related to the use of formal management controls 
and standardized information flows (Bruns & Waterhouse, 
1975; Child, 1997). Considering the structural aspects 
of Retail Group, in addition to formally establishing the 
specification of individual roles and tasks to be performed, 
it is necessary to trust and enable employees to act within 
their sphere of responsibility as recommended by the 
literature (Ferreira & Otley, 2009).

4.4 Need of Budget in Relation to 
Intergenerational Succession

The process of succession of the Retail Group is 
understood from three moments: (i) beginning of the 
planning of the succession when the patriarch becomes 
ill; (ii) death of the patriarch, transfer of ownership of the 

patriarch to the heirs, and suspension of the process of 
succession; and (iii) resumption of the succession process 
in 2018, considering the succession of the matriarch 
and his heirs, as well as the transfer of ownership. Such 
moments contemplated the phases of the model of Le 
Breton-Miller et al. (2004).

As already evidenced, in a period prior to 2011, a 
dialogue on the planning of succession began, given that 
the patriarch was sick and died in 2011. According to E4: 

we tried to do, before the patriarch passed away, we were in a 
complete process of holding, came the lawyers, meetings and 
meetings, then when he passed away, everything stopped, for 
a long time nobody talked about it, because the family became 
destabilized, you know.

The succession of the patriarch occurred naturally since 
in addition to being sick, the heirs grew up working in the 
business. The youngest heir said he has been in business 
since birth (E6). The eldest son E5 pointed out that 

I was raised inside the company and I went out to study… So, 
I was 11 years old. And since then I live inside the store, I went 
through all sectors of the company and … I went to Curitiba 
for the third year of high school and I attended the college there. 
So, I was off from 87 to 93.

According to E4: 

The family was adapting this way … was leaving little by little … 
They were taking over the activities that had to be done. But then 
E5 has taken a more direct role, in this administrative matter, 
it is up to E5, anything we have to do is up to E5. 

The matriarch and the heirs continued to act in the 
same way. What changed was that the young heir assumed 
the functions of the father, related to the produce industry, 
and that he had advised him for some time and the exit 
of one of the heirs from the functions that he performed. 
The eldest son continued his duties, focusing more on the 
management of the group as a whole. Therefore, there 
was no formal and planned preparation of the succession. 
Another observation is that after the death of the patriarch 
there was a transfer of capital to the heirs who joined 
the corporate structure together with the matriarch (E1, 
E2, E4).

The process of succession of the matriarch and his 
heirs was rescued in 2018. It had been suspended because 
of friction between the heirs. According to E4 “it was 
a long time without broaching this subject, because the 
family was a little disturbed, it was kind of like that, one 
thinking that would gain less than the other”. In this sense, 
the budget becomes relevant as a support tool for the 
control, decision-making, and implementation of the 
strategies, being required by the owners who, after the 
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misunderstandings understand the tool as a support in 
this process. According to E4:

today I realize that this is easier, they have reunited again, it 
is perhaps I think the understanding of the parties, and the 
family issue is stronger, I think that the union of the family 
can be fundamental so we could do that, because sometimes 
by implication something did not come out, decisions were not 
taken and we expected.

The succession of the matriarch and the heirs is 
something that worries, being a consensus the hiring and 
preparation of a non-family manager. E6 emphasized that 
if the mother dies everything dies. On her succession and 
succession of the heirs, the matriarch pointed out that:

I have the impression; a lot of fear, you know ... I have this fear 
with him, because we want him to have successors, but the 
grandchildren are all doing medical school, right, …often, we 
inside the company think that we are doing well and are not 
doing well, maybe having someone ... So we, I want and I’m 
sure I’ll find someone who gives continuity, there are many so 
old, experienced within the company ... very good boys that 
formed with me, who know how I like ... I know they have a 
very great value and I’m sure they will fight to continue in the 
company and to grow ... and they fight, the business also has to 
grow, when my husband was missing, I made everybody work, 
let’s move on, life goes on, right. So, my succession, I think ... 
it’s not easy, but I’m confident. (E7)

On the succession of the matriarch and the subsequent 
succession, the eldest son (E5) emphasized:

In the part of succession … we have ... we are elaborating the 
holding company, the family holding companies, but my idea, 
let’s put it this way, I am a successor of my parents, but I believe I 
will not have successor. My kids will not want to go into business. 
So, the idea is to do corporate governance, a deployment of that. 
So, we, since I joined the company, we’ve been taking a lot of 
steps, right? So, the biggest difficulty today is finding the right 
people in the right places.

In relation to the succession of the patriarch, there 
was no planning as recommended by the studies of Le 
Breton-Miller et al. (2004) and other authors. From the 
aspects dealt with by the heirs as to whether the leadership 
succession was of the matriarch or of them, it was 
evident the necessity and the will to professionalize the 
management, if they decide to cede control to professional 
managers (Giovannoni et al., 2011). 

This aspect points to the need to plan a succession 
process for the matriarch and his heirs (E5, E6, E7), 
encompassing strategies that meet the desires evidenced 
(professionalization of management, creation of the 
family holding company, and implementation of family 
governance). The budget to implement these strategies was 

recurrent in both the contracted consultants guidelines 
(E4), as well as in owners’ and administrative council 
speech to support the succession process.

Specifically, on succession planning strategies and 
budget E4 exemplified:

We are in the middle of the process of creating holdings and 
transferring real estate. And I was explaining that we will have 
a rental value of these properties and this can have a financial 
impact on cash flow. So, we need to make the rules very conscious 
so as not to hinder the operation. They are very important in 
regulating corporate governance.

According to E5, “the budget is a fundamental part so 
that we do not spend more than we can. So, I see budget 
as a backbone”. The matriarch E7, who acts as financial 
director and in the follow-up of the stores, states that: 

Yes, what I want most, what we are fighting, that within the 
budget, implemented according to the view of the company, the 
way it is growing, in a format to give continuity, this way. In a 
way that it can keep up, move on and grow right?

Still on the E4 budget, he says: “I think that the budget 
can guarantee the continuity of the organization’s processes, 
maintaining the level of improvement of the areas, and 
still guiding the new direction, so to speak, regarding 
profitability.” E4 also emphasizes that the budget will 
serve as a guideline “so that the company does not lose its 
purpose ... it will not be lost”.

In addition, trusted employees cited by the matriarch 
as potential candidates for leadership transfer emphasize 
the need for budget as a form of control, security, and 
organization (E3, E4). In this sense, E4 stresses that 
assuming leadership

it would make it easier to manage the areas and ensure that they 
run the resources more efficiently ... Providing more transparency 
to the board members as to what decisions to make. The budget 
would be a conduit for decisions and improvements. It would 
give more security for decision-making. It would have a north 
with respect to values.

Thus, Table 4 shows the stages of the succession 
process and contributions to the implementation of the 
budget. It presents in summary form aspects inherent to 
the planning stages of the process of succession based 
on Le Breton-Miller et al. (2004), involving the basic 
rules and the first steps, the training of the family and 
non-family successors that act in the management, 
and transference of leadership and property which 
consequently require the budget and contribute to its 
implementation based on Hansen and Van Der Stede 
(2004).
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Table 4
Stages of the succession process and contributions to budget implementation

Stages of the succession process Contributions to the budget

G
ro

un
d 

ru
le

s 
an

d 
fi

rs
t 

st
ep

s

It began in 2010 with the illness of the patriarch.
Suspended in 2011 after the death of the patriarch due to disagreements between the 
heirs.
Resumed in 2018 with the intention of the matriarch to leave the management (E7).
Firstborn showed no desire to leave the business, but the lack of interest of his heirs 
in acting in the management (E5, E7).
Lack of interest of the youngest heir and his successors to continue acting in the 
management after the departure of the matriarch (E6, E7).
Hiring of consultancy to support the process.
Vision for the firm’s future: remain family-owned with continued growth (E5, E6, E7).
Profile of potential successor: willing to give continuity to the business, being able 
to be one of the members of the administrative committee that has a significant time 
working in the company and that was formed by the founders. Knower of leadership 
style and the values of family and business. With interest in growing and continuing 
in the company making the business continue to grow (E7).

Establishment of rules
Participants of the succession task force
Positions that will have succession
Who will make the choices
Criteria of choice
Possibilities of resources
Evaluation procedures
Potential candidates
Establishment of steps and deadlines
Choice of the potential successor
Holdings created, for example, leasing of real estate
Governance
Family committee
Follow-up of the successor’s development and performance

Reasons for using the budget:
Operational planning
Strategic training
Future evaluation of performance

Antecedents of the reasons for using the 
budget

Organizational structure: matrix, 
branches, distribution center, and carrier 
(organizational units)
Organizational strategies: emphasis on 
cost leadership from loss control (E5) and 
quality of purchases (E6)
Succession planning strategies: creation 
of the family holding company (E4); 
hiring of trained external managers for 
specific areas (E7) or analysis of potential 
non-family successor among members 
of the administrative committee (E7); 
implementation of family governance 
(E4, E5)
Operational environment: traceability 
of resources allocated to products and 
services (E6)
External environment: high competition 
and focused on products and services (E5)
Succession process: business vision; 
goals; implementation of strategies; 
coordination and control of activities; 
financial impacts (cash flow)

Su
cc

es
so

r 
tr

ai
ni

ng

Heirs
Training at work: during the development of the business; heirs have been in 
business since childhood
Formal education: the firstborn graduated in agronomy and the youngest in 
marketing and advertising
Experience outside the company: firstborn worked in a multinational of agricultural 
products and actively participates in the Brazilian Association of Supermarkets
Updating and training courses: offered by the company including to the heirs and 
also done on their own initiative with the support of the company

Potential non-family successors
Members of the administrative committee

Training at work: the three oldest were formed and trained by the founders
Formal education: all have higher education in specific courses of their work area 
or graduate degrees in the area of activity
Experience outside the company: everyone has experience in other companies

External members
There was no successful selection

Performance evaluation of the successor

Tr
an

sf
er

 o
f 

le
ad

er
sh

ip
 a

nd
 

ow
ne

rs
hi

p

After the death of the patriarch, there was no transfer of leadership in the Retail 
Group, which remained with the matriarch
The young heir took over the leadership of the horticultural sector, an activity he 
already worked with the patriarch
Departure of an heir from the management
There was a transfer of ownership in relation to the capital of the deceased patriarch
Hiring of consultants to support resuming the succession process

Transfer of capital of the matriarch
Continuity of growth (opening of new 
branches, expansion of regional coverage)
Financial impacts: cash flow
Different scenarios
Control, organization, monitoring, security

Source: Elaborated by the authors.
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The reasons for the use of the budget arise in 
different and opposite circumstances, being linked to 
the antecedents of these reasons (Hansen & Van Der 
Stede, 2004). The antecedents of these reasons characterize 
their necessity and in the Retail Group they are due to 
succession, part of the organizational life cycle, whose 
reflection is related to formalization of the controls 
and professionalization of the management. These 
aspects are inherent to the organizational structure, 
organizational strategy, operational environment, and 

external environment arising from the future vision of the 
business that is to remain family-owned with continued 
growth (E5, E6, E7).

The need for the budget in the family business in 
process of succession, object of study, is conceived 
according to the operational planning and the strategic 
formation, which is justified by the antecedents of the 
reasons for the budget, which arose under different 
circumstances (Hansen & Van der Stede, 2004) related 
to the succession process.

5. FINAL CONSIDERATIONS

This study aimed to understand how the budget need 
is conceive in a family business in a process of succession, 
moment of the organizational life cycle. In this sense, a 
case study was carried out in a family-owned company 
located in the state of Paraná, which operates in the 
supermarket retail segment.

The results showed that Retail Group, after 50 years 
of existence, is at the growth stage when considering its 
history and expansion policy, as well as the process of 
succession. There was the intergenerational succession of 
the patriarch, who passed away in 2011. The succession 
of the matriarch and the heirs themselves is something 
that worries them and that raised the need to re-plan the 
succession, hiring a non-family manager, from family 
governance.

During the life cycle of Retail Group, the search 
for formalization started with the internalization of 
accounting in 1995, and in the course of time, especially 
since 2010, which generally included the implementation 
of an ERP system, restructuring the organization chart, 
hiring of controller, financial, human resources, external 
auditing, and, more recently, logistics consultants. Taking 
into consideration the specific company and among the 
possible aspects, the budget need is conceived according 
to the succession of the deceased patriarch, the policy of 
expansion of branches, and succession of the matriarch 
and heirs, circumstances that characterize the antecedents 

of the reasons for using the budget, resulting in the need 
for the tool.

The succession process backed up by its stages implies 
aspects that are reflected in the vision of the business and 
goals (Le Breton-Miller et al., 2004) that require budget 
support as a form of control and support in making short- 
or long-term decisions in this context (Hansen & Van der 
Stede, 2004). In this sense, the contribution of this study 
lies in the consideration of intergenerational succession 
(Sharma, Chrisman, & Chua, 2003) as a driver of budget 
implementation, since the reasons for the budget arise in 
different circumstances (Hansen & Van der Stede, 2004) 
and, in this study, related to succession.

As a limitation of this study, the interviewees’ self-
report on their perception of reality and subjectivity in 
the transcription and analysis of the data is considered, 
considering the adoption of the qualitative content 
analysis, which starts from the interpretation of the 
researchers about the interviewee’s perception regarding 
the issue studied. Thus, it is suggested to deepen the 
study with a new data collection considering the follow-
up of the implementation of the budget, as well as the 
planning of succession of matriarch and heirs considering 
succession strategies. As a suggestion of future research, 
it is recommended to consider the companies in which 
succession is planned and occurring, and that the budget 
is outlined in organizational routines.
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