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As a mixed-methods research in economics and psychology, this study
aimed to analyze the influence from the intergenerational succession
on the financialization level including asset financialization and revenue
financialization, and further test the moderating effect of the heirs’ typical
growing experience according to The Imprinting Theory, based on the
2009-2020 annual data of listed family enterprises of China. There were two
key findings. First, the effect of Chinese family enterprises’ intergenerational
successiononasset financialization was positively significant while the effect on
revenue financialization was not significant, indicating that the financialization
behavior has not brought about effective financial profits. Second, among the
heirs' typical growing experiences, their parents’ entrepreneurial experience
during their childhood, oversea study experience, and MBA education
experience had the significantly positive moderating effects on the influence
from intergeneration succession to asset financialization level of Chinese
family enterprises, which was an important internal mechanism for the heirs
to promote the financialization process of family enterprises.

KEYWORDS

Chinese family enterprises, intergenerational succession, financialization, growing
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Introduction

The family enterprise is the main component of China’s private economy. In the rapid
development of Chinas economy in the past 40 years, family enterprises and their first
generation of entrepreneurs have been playing a key role. Most of Chinese family enterprises
were founded in the 1980s. With the aging of the first entrepreneur generation, Chinese
family enterprises have been generally moving into the intergenerational succession stage,
which is becoming more and more urgent in recent years (Xu et al., 2019). Abundant

01 frontiersin.org


https://www.frontiersin.org/journals/psychology
https://www.frontiersin.org/journals/psychology
https://www.frontiersin.org
http://crossmark.crossref.org/dialog/?doi=10.3389/fpsyg.2022.1004997%EF%BB%BF&domain=pdf&date_stamp=2022-10-10
https://www.frontiersin.org/articles/10.3389/fpsyg.2022.1004997/full
https://www.frontiersin.org/articles/10.3389/fpsyg.2022.1004997/full
https://www.frontiersin.org/articles/10.3389/fpsyg.2022.1004997/full
https://www.frontiersin.org/articles/10.3389/fpsyg.2022.1004997/full
https://www.frontiersin.org/articles/10.3389/fpsyg.2022.1004997/full
https://www.frontiersin.org/journals/psychology#editorial-board
https://www.frontiersin.org/journals/psychology#editorial-board
https://doi.org/10.3389/fpsyg.2022.1004997
mailto:wanghaohan@nbu.edu.cn
mailto:zhouxinmiao@nbu.edu.cn
https://doi.org/10.3389/fpsyg.2022.1004997
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/

Ye et al.

studies demonstrated that the intergenerational succession of
management power influenced a lot on the operation of family
business, and mainly negative ones (Zhu and Lv, 2019; Chen et al.,
2021; Li X. et al,, 2021). Since the 2008 global financial crisis,
Chinese family enterprises have reached the peak of
intergenerational succession, and China’s macro economy has
meanwhile gradually entered a “new normal,” with shrinking
market demand and worsening overcapacity in the real economy
(Tang and Zhang, 2019). Therefore, many enterprises are facing
great challenges to their original development mode with their
main business as the core, and then the financial asset allocation
has become the main choice for them to maintain business
performance (Wang, 2018; Feng et al., 2022). The financialization
of enterprises is the basis of macroeconomic transition from real
to virtual. Many researchers were obsessed with discussing its
causes and influences from the internal and external aspects.

For many Chinese family enterprises, they are facing the
combination of internal intergenerational succession with the
strengthening trend of macroeconomic financialisation.
Undoubtedly, this is a critical period for their long-term
development. According to the theory of authority, heirs of family
enterprises will generally suffer the embarrassment of insufficient
legitimacy and role crisis caused by lack of experience (Li et al.,
2015). Facing this dilemma, one of the core coping ideas of heirs
is to create profits much more quickly by opening up “New
Territories,” including developing new businesses outside the main
business, reforming corporate strategy, trying to diversify
investment, etc. (Cai et al., 2019; Zhu and Lv, 2019; Porfirio et al.,
2020). Unfortunately, the outcome did not meet their expectations.
In view of the above findings, promoting the financialization of
enterprises seems to be an excellent option for heirs to acquire the
potentially high profits from the financial market with huge
the of
intergenerational succession and financialization of Chinese

appeal. However, researches on relationship
family enterprises have rarely been reported.

The psychological characteristics of leaders, such as cognitive
mode and value orientation, are particularly essential for the
strategic choice and decision-making of family enterprises (Hu
and Wu, 2016). The different psychological characteristic between
heirs and founders is the main reason for the multiple impacts of
intergenerational succession on family enterprises. The Imprinting
Theory can help to interpret the mechanism behind this
phenomenon. According to this theory, the growing experience of
the heir is a key factor. The “imprinting” formed in specific
sensitive periods for adapting to the environment, which is also
named as cognitive mindset and way of thinking, will have a
continuous impact on their future management style and
decision-making tendency (Dai et al., 2016). Similar evidences
have been reported in other studies (Yu et al., 2020; Zhang and
Luo, 2021).

Will Chinese family enterprise heirs, whose “imprinting” are
obviously different from their parents (Li W. et al., 2021), tend to
make riskier and speculative decisions and as a result embrace the

macro trend from real economy to financial market to promote
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the financialization of enterprises more aggressively? This is the
key question of our research. Experiences in the sensitive period
for shaping the heirs’ psychological characteristics will help us
understand the behavioral tendencies and mechanisms of family
business heirs (Ahrens et al., 2019; Li et al., 2020).

Based on the information summarized above, the study
explored the influence from the intergenerational succession on
the financialization of Chinese family enterprises. Referring to
previous studies, we, respectively, constructed two indicators of
asset financialization and revenue financialization, so as to
examine the behavior and effect of heirs promoting the
financialization of family enterprises. Furthermore, this study
took the heirs’ typical growing experiences which had great
impacts on their psychological development and cognitive
mindset into consideration (Pan et al., 2018; Sarfraz et al., 2022),
elucidating the mechanism of intergenerational succession on
family enterprises financialization. Notably, a mixed-methods
research of economics and psychology was applied.

The remaining part of this paper was arranged as follows: The
second part was “literature review and research hypotheses.” This
part reviewed the literature on intergenerational succession of
family enterprises, financialization of enterprises and the growth
experience of heirs, and further put forward research hypotheses
on this basis. The third part was “research design,” which presented
the research data, main variables and research methods. The third
section was “results,” which present the empirical results on the
influence of generational succession of family enterprises on their
financialization level. On this basis, we further analyze the
moderating effect of heirs’ growth experiences. The last part was
“discussion,” which further expanded the analysis of the empirical
results and prospected the future research directions.

Literature_ review and research
hypothesis

Family enterprises’ intergenerational
succession

The core goal of family business is to realize the intergenerational
succession of family wealth and the sustainable development of
their enterprises (Miroshnychenko et al., 2021). Under the guidance
of this goal, the particularity of family business behavior and the
influence of intergenerational succession on family business have
attracted many scholars” attention for a long time. Summarized
from the existing literature about the intergenerational succession
of family enterprises, it was found that due to the early starting of
family business in west countries, western researchers did the
earliest research in this field and have established a series of relevant
research topics including the impact of intergenerational succession
on corporate performances (Bennedsen et al., 2005b; Bertrand
et al., 2008; Cucculelli, 2009) and business behavior of enterprises
(Bennedsen et al., 2005b; Villalonga et al., 2006), the impact of
characteristics of founders on the intergenerational succession of
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family enterprises (Goldberg et al., 1993; Davis et al,, 2001), the
successor training strategy of family enterprises (Bennedsen et al,,
2005a; Cucculelli, 2009) and so on.

Chinese family enterprises are generally established for a short
period, their early development mode is relatively extensive (Li
X.etal, 2021). They were more dependent on leaders because of
the lack of standardized formal management system, and a mature
business environment including an effective professional manager
market has not been formed in China (Xu et al., 2019). In addition,
China has been experiencing a critical economic transformation,
and enterprises are facing many new challenges in this process.
The influence of intergenerational succession on Chinese family
enterprises is particularly striking. In recent years, with Chinese
family enterprises entering the succession stage gradually, Chinese
scholars have been increasingly enriching their research
achievements in this field. The achievements have not only
covered traditional research topics (Cai et al., 2019; Weng and Chi,
2019; Zhang and Luo, 2021), but also extended this research field
based on the particularity of internal and external conditions
faced by Chinese enterprises, such as CSR of intergenerational
succession in family enterprises (Chen, 2018), operational
strategic capital (Bin-Feng et al., 2022), investment in enterprise
innovation (Xiong et al., 2021) and so on. Moreover, mechanisms
of more factors are further elucidated, including family board’s
excessing control (Liu et al., 2021), heirs’ education experience
(Zhuand Ly, 2019), first entrepreneurs’ altruism (Zhu et al., 2021),
and intergenerational transmission of political resources (Yang
etal., 2022).

In conclusion,

the researches

intergenerational succession are obviously influenced by the

of family enterprise

representative issues of the times. Besides the core index of
intergenerational succession, the research topics are often closely
related to the macro environment of enterprises. To a certain
extent, exploring the particularity of family enterprises in the
general features of macro economy is an inevitable way to
investigate and deepen this research area. The booming trend of
financialization of enterprises under the current “new normal” of
Chinas economy is an important background for the
intergenerational succession of Chinese family enterprises (Wang
et al,, 2017). Financialization is undoubtedly the decision focus
that the heirs cannot neglect when adjusting their enterprise
strategy. Out of a need to validate their own legitimacy (Li et al.,
2015), build their competence authority (Huang et al., 2018), and
fulfill their own values (Wang et al., 2021), will the heirs be more
inclined to take financialization as a way or choice to adjust their
corporate strategy to achieve the goals mentioned above with a
higher rate of return in a shorter term? Until now, researchers have
not given a complete explanation.

Financialization of enterprises

The academia’s attention to financialization first started from
macroeconomy. Researchers believed that the over-financialization
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of economy was one of the most important reasons for the
American subprime mortgage crisis in 2007 (Duchin et al., 2009;
Peng et al., 2018). The financialization of the macro economy was
often accompanied by the constant increases of the size, status and
influence of the financial sector, which in turn led to the increasing
proportion of profits from financial speculation and investment
activities in GDP (Krippner, 2005). Since the financialization of
enterprise is the basis of economic financialization, the relevant
researches on it possess great importance for preventing economic
over-financialization and hence have aroused broad attention over
recent years. From the current viewpoints, the financialization of
enterprises can be defined with two aspects: behavior and result
(Peng et al., 2018; Cai et al., 2019; Zhao and Su, 2022). From the
perspective of behavior, financialization is a resource allocation
method adopted by enterprises focusing on capital operation
rather than traditional main business. As for the result aspect, the
financialization of enterprises means that the principal revenues
of enterprises come from financial activities rather than main
business (Liu et al., 2018). When measuring the two aspects, the
financial analysis framework proposed by Penman and Yehuda
(2009) has been applied in most studies, dividing corporate asset/
revenue into financial asset/revenue and operating asset/revenue.
Therefore, the ratio of financial assets to total assets represents the
behavior aspect, while the ratio of financial revenue to total
revenue represents the result aspect (Song and Yang, 2015; Du
et al, 2019). In the following, we refer to them as asset
financialization and revenue financialization, respectively.

With China’s economic financialization attracting more and
more interests, abundant studies have been carried out in this
field, including two categories: the causes and the effects of
enterprises’ financialization. Among the various reasons for
enterprises’ financialization, the critical role of leaders attracted
our attention. Leaders’ confidence level, authority, work
experience, academic experience, and other factors will
significantly affect the level of enterprises’ financialization (Yan
and Chen, 2018; Du et al., 2019; Ke et al., 2019). The Imprinting
Theory can provide a convincing explanation for these
relationships. As for the impact of corporate financialization, the
“crowding-out effect” and the “reservoir effect” reveal the different
performances of different financial motivations on the resource
allocation of enterprises. If enterprises allocate financial assets
with “precautionary” purpose, the “reservoir effect” comes into
play. In this case, enterprises generally increase asset liquidity by
financial asset allocation to ensure the sufficient capital for main
business investment, which would therefore not been “replaced”
by the financial assets. If enterprises allocate financial assets for
profit purpose, the “crowding-out effect” comes into play. In this
case, enterprises intend to obtain higher profits from financial
investments rather than the main business, which would
ultimately been “replaced” by financial assets (Hu et al., 2017; Xun
etal, 2017). A large number of studies have shown that the profit
purpose is the main purpose when allocating financial assets in
Chinese enterprises (Qi et al., 2021; Su and Liu, 2021; Xu and
Xuan, 2021).
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Most of the main businesses of Chinese family enterprises
belong to the real economy. Due to the shrinking market demand
and excess capacity, the profits from the main business are
constantly compressed, and the limitations of old business strategy
are increasingly obvious. Owing to the long cycle, high uncertainty
and high risk of failure of the main business investment, it is quite
difficult for the heirs of family enterprises to achieve rapid profits
and establish their authority through the main business (Su and
Liu, 2021). Aiming to establish their own legitimacy, authority and
self-value, they are more likely to make profits quickly through
financialization, thus showing the “crowding out” of financial
assets on the main business assets. However, theoretically, the
return on operating assets could hardly been affected by the
allocation ratio of financial assets (Tang and Zhang, 2019).
The imperfection and unsoundness of China’s financial market
environment would result in the relative scarcity of financial assets
with investment value. Their poor record in other areas also hardly
inspires confidence that they will succeed in a more unfamiliar
field. If the heirs increase their holdings of financial assets, there
is the strong possibility that they underestimate the risks of
financial markets (Du et al., 2019), leading to the failure.

Based on the thorough analysis of family enterprise
intergenerational succession and enterprises’ financialization, two
hypotheses are proposed as follows:

HI: intergenerational succession has a significantly positive
effect on the asset financialization level of Chinese

family enterprises.

H2: intergenerational succession has no obvious effect on the

revenue financialization level of Chinese family enterprises.

The heirs’ growing experience

As the description of Upper Echelons Theory, the cognitive
structure and personal values of enterprise managers are the
important basis of their decision-making behavior, and their
personal decision-making style will have an important impact on
the strategic choice and organizational performance of enterprises
(Hambrick et al., 1998). Because of the “absence” of formal
institutions in Chinese enterprises, the informal institutions, such
as the personal ability, value orientation, and social relations of
enterprise managers, appear more important, especially for family
enterprises (Marquis and Tilcsik, 2013). It is not surprising that
the difference between heirs and their parents has become one of
the focuses in the field of intergenerational succession in family
enterprise. This difference is particularly stark in China, where the
generation gap has been highlighted by the rapid development in
the past 40years (Li et al., 2020). According to the general law of
individual psychological development, the differences in decision-
making styles and tendencies between the heirs and their parent
founders of family enterprises are largely derived from the
behavior and thinking inertia shaped by different growing
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experiences, thus forming different risk preferences and
management styles, and ultimately leading to the change of
business strategy (Bernile et al., 2017; Ishfaq et al., 2020).

What experience will significantly cause the psychological
differences between heirs and their parents? According to The
Imprinting Theory, only the strong matching imprinting formed
in the sensitive period of individual growth has a sustained impact
on their behaviors (Pieper et al., 2015). Among various important
growing experiences, it is generally believed that the early growing
environment, education experience and early working experience
especially affect and shape the heir’s psychological reaction
mechanism at different stages, and finally reflect in the heir’s
specific management behavior (Khan et al., 2021; O’Sullivan et al.,
2021). The four types of growing experiences received most
research attention: (a) parents’ entrepreneurial experience during
the heir’s childhood; (b) overseas study experience; (c) MBA
education experience; and (d) working experience outside the
family enterprises.

For experience (a), some studies found that if the heir has
experienced the hard entrepreneurial process of his parents in his/
her childhood, he/she will have a sense of rejection of the
enterprise (Cai et al., 2019). After inheriting the family business,
they are more inclined to weaken the main business, pursue short-
term profits, and even substantially change the corporate strategy
without any psychological burden (Leve et al., 2010; Cai et al.,
2019). Other studies found that heirs who witnessed their parents’
entrepreneurship in childhood will form psychological traits of
self-confidence and independence by internalizing their parents’
behavior patterns, and then tend to prove themselves in new fields
rather than follow the original business of the family enterprises
(Carr and Sequeira, 2007; Wyrwich, 2015).

For experience (b), heirs who have studied abroad experienced
the collision of Eastern and Western cultures in early adulthood,
which is quite profound (Zhu and Lv, 2019). The cross-cultural
learning experience made them more confident in adapting to
contemporary Western business norms (Bai et al., 2020). They are
more familiar with contemporary Western capital operations
represented by financial markets, and their decision-making style
has a higher risk preference (Levin and Barnard, 2013). However,
it is more difficult for them to inherit the invisible assets of the
founders and lack of authority, making it difficult for them to
develop the original business of the enterprise. Therefore, they are
more likely to adjust the business structure of the enterprise and
develop new areas (Giannetti et al., 2015).

For experience (c), the main purpose of MBA education for
business managers is to improve their management ability and
accumulate business contacts (Li et al., 2016). However, some
researchers have observed a strong correlation between the
richness of managers’ business knowledge and their risk
preferences (Faleye et al, 2014). Short-term profit-seeking
behaviors are favored, such as business mergers, acquisitions, and
financial investment (Miller and Xu, 2016). And the peer effect
formed by social networks further amplifies this trend (Liu
etal., 2015).
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For experience (d), early career experience has a profound
impact on individuals, because it makes them aware of workplace
norms and standards during the sensitive period of identity
transformation, thus continuously influencing their subsequent
career (Du et al,, 2019; Li W. et al., 2021). Working experience in
different industries makes the business vision and contacts of
managers much broader, and even renders managers
overconfident (Malmendier et al., 2011). Some studies have shown
that heirs with work experience outside the family business are
more inclined to “make quick money” through real estate
investment, financial investment, and other ways (Dai et al., 2016).
Of course, the conflict of different corporate cultures will also
make it difficult for heirs to accept the existing business model,
pushing them to find a new industry that could satisfy them
(Custddio and Metzger, 2014).

Based on the logical analysis of heirs’ growing experience and
its potential influences, four hypotheses are further put forward

as follows:

H3: parents’ entrepreneurial experience during the heir’s
childhood has a significantly positive moderating effect on the
family enterprise’s financialization.

H4: the heir’s oversea study experience has a significantly
moderating positive effect on the family enterprise’s
financialization.

H5: the heir's MBA study experience has a significantly
positive moderating effect on the family enterprise’s

financialization.

H6: the heir’s working experience outside the family enterprise
has a significantly moderating positive effect on the family
enterprise’s financialization.

Research design
Sample and data

This study took family enterprises listed in China’s A-share
market from 2009 to 2020 as the research object. The reason to
choose data starting from 2009 is that Chinese listed companies
are required to disclose complete financial asset data after 2008.
The data was collected mainly from CSMAR and Wind databases.
The family enterprise is defined as an enterprise in which the
actual controller can be traced back to the founding family and the
final controller is directly or indirectly the largest shareholder of
the listed company (Bennedsen et al., 2005a). In addition, by the
aid of the “senior executive’s personal information,” annual report,
listing announcement, prospectus and other information of these
listed companies, the information of those family enterprises
which have finished the intergenerational succession and the heirs’
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personal information were confirmed. Further, information about
the heirs’ growing experience was manually collected and verified
with the “Tianyancha search,” “Baidu Encyclopedia,” “Sina
Finance” and other channels. Based on the original samples, data
in this study was cleaned and processed as follows, referring to the
mainstream practices of other researchers (Cai et al., 2019). First,
samples of enterprises with incomplete key variables values are
eliminated. Second, samples of financial and insurance enterprises
are eliminated. Third, samples of enterprises labeled with ST or
*ST during succession are eliminated. All macroeconomic data
was acquired from National Bureau of Statistics of China.

Based on data collection and cleaning, a total of 20,299 groups
of observational data of annual enterprise information were
obtained, covering 2078 listed family enterprises. The succession
of the chairman or CEO was regarded as a symbol of the
finalization of the sample for intergenerational succession
enterprises, according to existing literature (Cucculelli, 2009).
Taking this as the criterion, 158 family enterprises that have
completed succession in 2009-2020 were determined, with 1,392
groups of observation values.

Variables

Dependent variables

The financialization level of Chinese family enterprise was
chosen as the dependent variable, described with two indexes, i.e.,
asset financialization level (FS) and revenue financialization level
(FR). The asset financialization (FS) measured the financialization
level of Chinese family enterprises from the perspective of
behavior (capital input), which can be calculated by the ratio of
corporate financial assets to the total assets of the company.
Financial assets consist of trading financial assets, derivative
financial assets, financial assets available for sale, hold-to-maturity
investment, investment real estate and equity of financial
institutions in long-term equity investment (Du et al., 2017; Wu
et al., 2021). Revenue financialization level (FR) measured the
financialization degree of Chinese family enterprises from the
perspective of result (investment income), which is calculated by
the ratio of corporate income from financial channels to the total
revenue of enterprises (Zhang and Zhang, 2016; Yang et al., 2019).
The more comprehensive evaluation of the financial level of
enterprises was achieved with the combination of these
two dimensions.

Independent variables

The independent variable in this paper was “whether the
family enterprise had completed intergenerational succession.”
Referring to the data, there was monthly difference for the
enterprises that complete the intergenerational succession in the
same year. Considering that the data applied in this study was
annual data, and there were still big limitations on the role that the
heirs can play in the family business at the first year of
the succession, the independent variable was set as “1” if the
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TABLE 1 Descriptions for the main variables.

10.3389/fpsyg.2022.1004997

32?1 Zl;)lfes Name of variables Abbreviation Description
Dependent Asset financialization level FS The ratio of financial assets to the total assets of the enterprises, equals to financial
variable assets/total assets in the end of the year.
Revenue financialization level FR The ratio of revenue from financial channels to the total revenue of enterprises
Independent Family enterprise’ intergenerational Post 1 for one year after the heir’s succession, otherwise 0.
variable succession
Moderating The heir’s childhood experience Childhood Whether the heir’s childhood (5-15 years old) experienced the initial stage of the
variables family enterprise, yes valued 1; no valued 0. (Bernile et al., 2017)
The heir’s oversea study experience Overseas Whether the heir has oversea study experience yes valued 1, no valued 0
The heir’s MBA education experience MBA Whether the heir has MBA or eMBA education experience, yes valued 1, no valued 0
The heir’s working experience outside the Outjob Whether the heir has the working experience outside the family enterprise, yes
family enterprise valued 1, no valued 0
Control variables ~ Company size Lnsize Take the logarithm of total assets at the end of the period
Asset-liability ratio Lev Ratio of total liabilities to total assets at the end of the period
Net profit margin on assets ROA Ratio of annual net profit to total assets at the end of the period
Operational cash flow CFO The ratio of ending operating cash flow to ending total assets
Main business growth rate MOIG Equal to (current year main business income-last year main business income)/last
year main business income
Scale of capital investment Invest Ratio of capital investment to total assets at the end of the period
GDP rate of increase GDP The annual growth rate of the macro economy*100
Growth rate of money supply M2 The money supply of the current year/the money supply of the previous year —1
Loan rate level Loanrate One-year bank loan rate
Age of succession Age The age of the heir when he/she take over the enterprise
Working time in the family enterprise Train The time period when the heir working in the family enterprise
Cognitive difference with the parent founder ~ Cogdiff The heir’s education minus parental education
Gender of the heir Sex Gender of the heir
Degree of the heir Degree The successor’s highest educational degree

completion of the intergenerational succession reached or
exceeded one year, otherwise it was set as “0.

Moderator variables

The moderator variables involved in this paper was the heirs’
typical growing experience which was measured from the
following aspects: a. parents’ entrepreneurial experience during
the heir’s childhood (Childhood); b. overseas study experience
(Overseas); c. MBA education experience (MBA); d. working
experience outside the family enterprises (Outjob).

Control variables

Referring to the general practice of relevant literature
(Anderson et al., 2012) all control variables were classed into three
parts in this study. The first part was the control variables of
enterprise characteristics, including company size, asset-liability
ratio, net profit margin of assets, main business growth rate,
capital investment scale, etc. The second part was macroeconomic
control variables, including national GDP growth rate, money
supply growth rate, loan interest rate, etc. The third part was
variables of the heirs’ personal characteristics, including gender,
age of succession, education level, cognitive difference with
parents, etc.
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All variables involved in this paper and their detailed
meanings are shown in Table 1.

Methods

The key content in this study is the impact of family enterprise
intergenerational succession on the level of financialization and the
moderating role of the successor’s growing experience. The mixed-
methods was applied in this study including modified Propensity
Score Matching (PSM), Difference in Difference (DID) and
Moderating Effect Test Model. The reason for the choice of these
methods can be summarized as followed. If the intergenerational
succession of a family enterprise can be regarded as a natural or quasi-
natural experiment, the DID method can be used to compare the
financialization level of the family enterprises that have completed the
intergenerational succession (the treatment group) with that of the
family enterprises that have not completed the intergenerational
succession (the control group), and the processing effect of the
intergenerational ~ succession can be obtained. However,
intergenerational succession is not a completely exogenous random
event. First, besides the choice of succession, there are other segment

that must be completed, such as choices of professional managers and
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other shareholders, etc. The completion of intergenerational
succession of family enterprises is the final result of investigation and
game for a long period. Second, intergenerational succession is only
one of many factors affecting the process of enterprise financialization.
And the difference in the level of financialization among different
enterprises may be caused by other factors that cannot be observed
or do not change over time. In a word, direct application of the DID
method for comparison may produce certain deviations.

The combination of modified PSM and DID methods was
applied in this study to gain results more credible and accurate. First,
the probability of being at the financialization level of a certain
enterprise in the same year was taken as the explained variable, and
then a series of enterprise characteristic variables were matched to
search the control group whose family enterprises have completed the
intergenerational succession to eliminate the problem of sample
selection, with PSM. After gathering samples of the treatment group
and the control group, the DID estimator independent of linear
regression which represent the real effect of the intergenerational
succession on the financialization of Chinese family enterprises is
obtained with DID method, thus ensuring the maximum accuracy of
the estimation results.

After determining the relation between the intergenerational
succession and the financialization level of family enterprise, the
moderating effect of the heir’s growing experience was further
tested with Moderating Effect Test Model, to help us to understand
this relation more comprehensive in the aspect of heir’s individual
psychological development.

Propensity score matching

The basic idea of PSM is to find the matching enterprises
closest to the enterprises in the treatment group. In brief, the
matching enterprises’ characteristics are the closest to the
financialization of enterprises, apart from the completion of
intergenerational succession. The matching enterprises were
taken as the control group, avoiding the selection bias caused by
the statistical characteristics of the sample enterprises themselves.

Considering the fact that intergenerational succession of
family enterprises happens every year during the probationary
period, the year-by-year PSM was adopted to conduct the
one-to-one nearest neighbor matching without putting back for
each enterprise that has completed the intergenerational
succession, referring to the mature practices of other researchers
(Greenaway et al., 2005; Heyman et al., 2006). The basic form of
PSM method can be expressed as the following equation:

p(Xi)=P (D; =1X;) (1)

Where, D = {0,1} , means if it belongs to the treatment group,
X; means covariable vector.
In this study, year-by-year PSM can be explicated as follows:

Py (Fin) = ajy + X By - Covary +&; ®))
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Where, i represents enterprises, t represents the year, P, the
probability of financialization of the enterprisei in ¢ years, Covar;
is a set of matching variables, representing a set of factors
associated with the financialization of an enterprise.

Difference in difference

DID can supplement and correct the unavoidable omission of
control variables in PSM (Dehejia and Wahba, 1998). DID is a
two-way fixed effect regression model in essence, and its basic
form can be expressed as the following equation:

Yir =ag + Ty + BXip +6; + 1y + &3t

3)

where, i represents the enterprise, t represents the year, Yj; is
the dependent variable, Tj; is the treatment variable, X;; represent
other control variables, &; is entity fixed effects, # is time fixed
effect, &; is random disturbance. While specifying to this study,
the multiple DID can be expressed as follows:

Fin; = o + oy Treatment; - Posty, +X ;- X jip +6; + 4ty + &

(4)

where, Fin; represents the financialization level of the
enterprisei int years, X j;; represents the control variables affecting
the level of enterprise financialization. Treatment; indicates
whether the enterprise belongs to the processing group, Post;;
representative enterprise i whether finish the intergenerational
succession in ¢, Treatment; - Post;; is the DID statistic, and also
is the core variable of this study. If the coefficient ¢ is significant,
it means intergenerational succession has a significant impact on

the financialization level of family enterprises.

Moderating effect test model

In order to further test the role of the heir’s growing experience
in the relationship between family enterprise’s intergenerational
succession and the enterprise’s financialization level, this paper set
the following moderating effect test model:

Finit =)o+ 71DIDit + ]/2MODit + }/3DIDit 'MODit

5
+27j Xjit + 0+ 1y + & )

Where, MODj; is moderating variable. If the coefficient 73 of
the cross term DID;; -MOD;; is significant, the heir’s growing
experience plays a moderating role in the financialization level of
the family enterprise.

Results
Results for year-by-year PSM
Referring to the method in classic literature (Dehejia and

‘Wahba, 1998), the Logit probability model was taken to estimate
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the conditional probability in this study. Following the method of
Yang et al. (2019), seven observable matching variables were used
to calculate the probability of each enterprise in the certain point
of financialization level at current year and then the enterprises in
the treatment group and control group were matched. Specifically,
the seven observable matching variables are logarithm of
enterprise company size (Lnsize), asset-liability ratio (Lev), net
profit margin on assets (ROA), cash flow operation (CFO), main
business growth rate (MOIG), scale of capital investment (Invest)
as well as industry attributes as dummy variables.

The descriptive statistics of variables in the whole sample after
matching are listed in Table 2, containing 1,392 observation data in
the final treatment group and the control group, respectively. In the
process of matching, the balance hypothesis of score matching in each
year is tested to verify the reliability of matching results in this study.
Only the inspection results for 2017 is displayed here (Table 3),
showing the difference between the control group and the treatment
group before and after year-by-year PSM. It shows that the standard
deviation of most matching variables is basically controlled within

TABLE 2 Descriptive statistics of variables after year-by-year
propensity score matching (PSM).

10.3389/fpsyg.2022.1004997

10% after matching, and the standard deviation is significantly
reduced after year-by-year PSM than before matching. In addition,
the t statistics of all variables after year-by-year PSM are not
significant. The matching results of other years (data not shown) are
similar to that of 2017. It is indicated that there is no significant
difference in matching variables between the treatment group and
control group, which means, whether it belongs to the treatment
group is independent of the matching variables in the case of a given
propensity score P(X ) . Therefore, the matched samples in this
paper meet the common trend assumption.

Results for multiple DID

Based on the sample data of treatment group and control group
after year-by-year PSM, the multiple DID analyses were further
carried out to investigate the influence of intergenerational succession
on asset financialization level and revenue financialization level,
respectively. In order to eliminate the possible interferences of other
unobserved variables which do not change over time, the dual fixed
effect model is adopted for estimation and the results are shown in
Table 4. Based on the principle of DID, the coefficient &1 of the cross-

. Std. . term Treatment X post, reflecting the change of the financialization
Variable Obs Mean Dev. Min Max level of family enterprises before and after the intergenerational
FS 2784 0.043 0.002 0.000 0.981 succession, is the main parameter to be estimated in this part.

FR 2784 0.021 0115 1477 3153 The columns of Model 1-3 in Table 4 estimate the level of
Lnsize 2.784 9.497 0481 7501 11.665 assets financialization (FS) as the dependent variable. Model 1 is
LEV 2.784 0416 0271 0.008 6.348 listed as the estimation result without the addition of control
ROA 2.784 0.042 0.088 —1.577 0.817 variables. Model 2 is listed as the estimation result with the
CFO 2.784 1284 3.808 —0.645 89.187 addition of corporate characteristic control variables. Model 3 is
MOIG 2.784 1213 21001 —29476 061,349 listed as the estimation result with the addition of macroeconomic
Invest 2784 0.053 0.051 0.000 0.426 control variables. It is clear to see that the coefhicient of
GDP 2784 — 1.295 6.100 10.600 Treatment x post is significantly positive (p <0.05) whether the
M2 2784 12.805 5.063 6.991 28.423 control variables are added or no, indicating the intergenerational
Loanrate 2784 5.005 0.821 4350 6.560 succession has a significant positive impact on the asset
financialization level of Chinese family enterprises. Therefore,
TABLE 3 Results of balance hypothesis test.
Mean Bias -Bias t-test
Variable t
Treated Control % % p>t
Lnsize Unmatched 9.650 9.490 33.5 84.9 3.96 0.000
Matched 9.650 9.674 -5.1 —0.45 0.653
Lev Unmatched 0.407 0.367 18.3 89.1 2.47 0.014
Matched 0.407 0.402 2.0 0.18 0.857
ROA Unmatched 0.277 —0.050 —185 16.5 -3.03 0.002
Matched 0.277 0.046 —15.5 —1.48 0.141
CFO Unmatched 0.856 1.094 —124 20.9 —1.23 0.219
Matched 0.856 0.666 9.8 1.43 0.155
MOIG Unmatched 1.295 0.511 8.5 51.1 2.10 0.036
Matched 1.295 1.678 42 —0.30 0.766
Investrate Unmatched 0.044 0.479 -8.8 62.9 -1.05 0.94
Matched 0.044 0.453 -33 —0.31 1.0
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TABLE 4 Results of multiple difference in difference (DID).

10.3389/fpsyg.2022.1004997

FS FR
Variable
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
Treatment X post 0.029%* 0.028%* 0.028%* 0.004 0.004 0.003
[0.013] [0.013] [0.013] [0.009] [0.009] [0.009]
Constant 0.005 0.308* 0.205 —0.083 0.070 0.849%
[0.032] [0.185] [0.323] [0.1529] [0.174] [0.482]
Enterprise characteristics NO YES YES NO YES YES
Macro-economy NO NO YES NO NO YES
YEAR YES YES YES YES YES YES
INDIV YES YES YES YES YES YES
N 2,784
R’ 0.1927 0.2075 0.2075 0.1168 0.1441 0.1441
#p<0.1; *¥p<0.05.
Standard errors in brackets.
TABLE 5 Results of placebo effect test.
EFS FR
Variable
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6

Treatment X post 0.009 0.008 0.008 0.004 0.004 0.004

[0.014] [0.014] [0.014] [0.010] [0.010] [0.010]
Constant 0.010 0.207 0.309 0.123 0.235 0.159

[0.042] [0.283] [0.334] [0.153] [0.354] [0.184]
Enterprise characteristics NO YES YES NO YES YES
Macro-economy NO NO YES NO NO YES
Year YES YES YES YES YES YES
INDIV YES YES YES YES YES YES
N 2,784
R2 0.155 0.178 0.178 0.155 0.162 0.162

Standard errors in brackets.

Hypothesis 1 is supported. Moreover, the level of asset
financialization of Chinese family enterprise increases by about
3% with intergenerational succession.

The columns of Model 4-6 of Table 4 estimate the level of
revenue financialization (FR) as the dependent variable. It can
be seen that the coefficient of Treatment x Post is not positive
whether the control variables are added or not, indicating the
intergenerational succession has no significant impact on the
revenue financialization level of Chinese family enterprises
(p>0.1). Therefore, Hypothesis 2 is also supported.

Compared the different influence from intergenerational
succession on FS and FR, it can be summarized that although the
heirs of family enterprises have been effective in promoting the
enterprises’ asset financialization level, such efforts have not effectively
created new profits for the enterprises. It can be speculated that the
aim of obtaining higher profits through financialization is not
satisfactorily achieved, which is one of the important findings of this
paper. Therefore, in addition to the existing research literature on the
financialization of enterprises, a more comprehensive understanding
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of the relationship between intergenerational succession and the
financialization of family enterprises has been obtained in this study.
It is undoubtedly a major hidden danger for the long-term enterprise
development when the heir inefficiently improves the asset
financialization level of family enterprise.

Robustness test

Placebo effect test

In this paper, the placebo effect was tested by replacing the
treatment group and constructing the virtual intergenerational
succession time. First, the treatment group was exchanged with
the control group, and the intergenerational succession time for
the exchanged treatment group was randomly set for DID analysis.
If there was no placebo effect, the coeflicient of Treatment x post
of asset financialization level (FS) should not be significant after
reestimation. The regression results are shown in Table 5, in the
model with asset financialization level (FS) and revenue
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TABLE 6 Analysis with DID method after expanding the sample size.

10.3389/fpsyg.2022.1004997

EFS FR
Variable
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
TreatmentxPost 0.031%#* 0.0317%** 0.0317%** 0.013 0.010 0.010
[0.012] [0.011] [0.011] [0.011] [0.011] [0.011]
Constant —-0.014 0.209 0.237 —0.160 0.908* 2.437
[0.033] [0.135] [0.251] [0.150] [0.487] [1.518]
Enterprise characteristics NO YES YES NO YES YES
Macro-economy NO NO YES NO NO YES
YEAR YES YES YES YES YES YES
INDIV YES YES YES YES YES YES
N 4,048
R’ 0.1445 0.1556 0.1556 0.1126 0.1202 0.1201
#p<0.1; #*¥p<0.01.
Standard errors in brackets.
TABLE 7 Analysis with DID method after narrowing the sample size.
FS FR
Variable
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
TreatmentxPost 0.026* [0.015] 0.025% [0.013] 0.025% 0.006 0.006 0.006
[0.013] [0.012] [0.012] [0.012]
Constant —0.016 [0.037] 0.231 [0.243] 0.387°* [0.268] —0.250 [0.243] —0.003 [0.353] —0.041
[0.366]
Enterprise characteristics NO YES YES NO YES YES
Macro-economy NO NO YES NO NO YES
YEAR YES YES YES YES YES YES
INDIV YES YES YES YES YES YES
N 2,139
R 0.178 0.196 0.196 0.152 0.172 0.172
*p<0.1.

Standard errors in brackets.

financialization level (FR) as dependent variables, the coefficients
of Treatment x post and the key explanatory variable were not
significant. These results demonstrate that the virtual treatment
group and the intergenerational succession time have no influence
on the financialization of family enterprises, which also prove that
conclusions of this paper are robust to a certain extent.

Extended matching range

In this paper, a total of 20,299 pieces of family enterprise data
were obtained with the treatment group data of 1,392 pieces. The
one-to-one matching samples accounted for about 13.7% of the
total amount of data. Aiming to avoid possible underrepresentation
due to the small sample size, the control group samples in the
year-by-year PSM process was expanded by adopting the no
placing back matching ratio of 1:2, 1:3, and 1:4 for further DID
analysis, respectively. Part of the DID results (matching ratio of
1:2) are shown in Table 6. It is indicated that the research
conclusions hold true in both the asset financialization model and
revenue financialization model after the sample size was expanded.
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Narrowing the sample size

Since the global financial crisis in 2008, the resulting demand
contraction and overcapacity had significant impacts on the normal
revenue of Chinese family enterprises in the short term. In addition,
the Sino-US trade war from 2018 and the outbreak of the global
COVID-19 epidemic at the end of 2019 also had negative impacts
on the long-term development strategy and confidence of Chinese
family enterprises. These may give companies a greater incentive to
avoid risk through financial asset allocation. In order to eliminate
the bias caused by these major events, the enterprise data from 2009
t0 2010 and 2019 to 2020 were removed. And then, the year-by-year
PSM and multiple DID analyses were performed again, and the
results are shown in Table 7. It can be seen that the coefficient of
Treatment X post is still significantly positive (p<0.1) in the model
with S as the dependent variable. Similarly, in the model where FR
is the dependent variable, the coeflicient of Treatment X post is still
not significant. It is indicated that the research conclusion of this
paper is still robust after removing the influence of potential
extreme data.
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Further analysis of the heir's growing
experience

Based on the results above, we further examined the
mechanism of intergenerational succession in the process of
financialization of Chinese family enterprises from the perspective
of heirs’ growing experience through the moderating effect test
model. The summary of heirs’ typical growing experience and
personal characteristics is shown in Table 8. Generally, the heirs
of Chinese family enterprises have experienced an average of
9.73years of in-company training before intergenerational
succession. The average age for succession is 36years old on
average, and the average education level of heirs is between
bachelor’s degree and master’s degree. In this paper, the

TABLE 8 Descriptive statistics of variables for heirs’ individual
characteristics.

10.3389/fpsyg.2022.1004997

information of heirs is collected and sorted manually, which is
highly consistent with the description of other researchers (Cai
et al., 2019; Zhu and Ly, 2019).

Table 9 shows the test results of the moderating effect of heirs’
typical growth experience on the relation between the
intergenerational succession and the financialization level of
Chinese family enterprises. The regression result of FR as the
dependent variable has been displayed in “Results for multiple
DID” and was not significant. Thus, only the content related to FS
is discussed here. In each model, the columns of “Model 1,” “Mode
37 “Mode 5” and “Mode 7”7 represent regressive analysis
the
macroeconomic variables, while columns of “Model 2,” “Model 4,
“Model 6” and “Model 8” represent that after further controlling
the heirs’ individual characteristic variables. It can be found that

controlling company’s characteristic variables and

the coefficient of Treatment x post is still significantly positive after
adding various growing experiences of the heir, indicating that the
growing experience of the heir plays a moderating effect.

Variable Obs Mean 1S)tgr Min Max The moderating effect of the parents’ entrepreneurial
Childhood 1,392 0.429 0.495 o 1 experience in the heir’s childhood is significantly valued at the
Overseas 1,392 0.351 0477 0 1 level of 0.01, supporting Hypothesis 3. This indicates that the heirs
MBA 1392 0.252 0.434 0 . who have witnessed their parents” entrepreneurial process during
Outjob 1392 0.574 0.495 0 . their childhood are more inclined to improve the asset
Age 1,392 35.864 6,137 25 6 financialization level of the enterprise after taking over the family
Cogdiff 1,392 L418 1208 5 4 business. This might be attributed to the experience of the
Train 1,392 9730 1931 1 30 hardship of their parents’ entrepreneurship which weakens the
Sex 1,392 0.839 0.368 0 . motivation and tendency of the heirs to “keep the business” to a
Degree 1,392 3577 1295 1 5 certain extent. The rich growing environment and the family

relationship spending more time apart than together may make
TABLE 9 The moderating effect of heirs’ growing experiences.

Childhood Overseas MBA Outjob
FS
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8
Treatment x post 0.026% 0.030%** 0.0277% 0.033% 0.017%+ 0.022%#% 0.036% 0.042%+
[0.005] [0.006] [0.005] [0.006] [0.005] [0.006] [0.006] [0.007]
Treatment x post x childhood 0.020%** 0.021%%*
[0.007] [0.007]
Treatment x post x overseas 0.019%* 0.017%*
[0.008] [0.008]
Treatment x post x MBA 0.0517%%% 0.053%**
[0.008] [0.008]
Treatment x post x outjob —0.006 —0.008 [0.007]
[0.007]

Enterprise characteristics YES YES YES YES YES YES YES YES
Macro-economy YES YES YES YES YES YES YES YES
Heirs individual characteristics NO YES NO YES NO YES NO YES
YEAR YES YES YES YES YES YES YES YES
INDIV YES YES YES YES YES YES YES YES
N 2,784
R 0.148 0.150 0.147 0.149 0.160 0.162 0.146 0.148

*##p<0.05; **¥p<0.01.
Standard errors in brackets.
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the heirs more resistant to devote themselves into the family
enterprises development as committed as their parents, which has
been verified in the previous report (Cai et al., 2019).

The moderating effect of heirs’” overseas study experience is
significantly valued at the level of 0.05, therefore Hypothesis 4 is
supported. This indicates that heirs with overseas study experience
tend to improve enterprise performance through allocation of
financial assets after inheriting the management power, although
the result of the management strategy is not so ideal, which is
consistent with the logic of Zhu and Lv’s (2019). More open
international vision as well as more modern management
philosophy make the heirs divergent from their parents on ideas
and visions. On the other hand, it is harder for the heirs who study
overseas to obtain those intangible resources of their parents,
which making it more difficult to run a business on the original
way. It may be the reason and the intrinsic motivation why the
heirs seek a different approach in the field of financialization.

The moderating effect of heirs’ MBA education experience is
significantly valued at the level of 0.01, and Hypothesis 5 is
supported. It is indicated that heirs with MBA education
experience are more likely to promote the financialization process
of family enterprises, which is consistent with the results of Li
et al. (2016) and Cai et al. (2019) on the relationship between
intergenerational succession and family enterprise’ strategic
adjustment. The heir who took MBA education tend to regard the
enterprise more as a pure profit “enterprise,” rather than a “career”
with the meaning of spiritual inheritance. Meanwhile, the MBA
experience gives the heir more chance to communicate with other
entrepreneurs and get more business information, which provides
them more convenience when they consider changing the
enterprise original direction.

The moderating effect of the heirs’ working experience outside
the family enterprise is not significant (p>0.1), therefore the
hypothesis 6 is not supported. The possible reason may be that most
heirs have working experience outside the family enterprise in the
sample range selected in this paper, resulting in insufficient
differentiation of this variable. It may also be due to the lack of
complete and detailed information about the heir’s out-of-enterprise
work experience, meanwhile the dichotomous variable used in this
paper makes it impossible to measure the potential impact of the
time-period and industry of out-of-enterprise work experience.

Discussion

The current study explored the influence from the
intergenerational succession on the financialization of Chinese family
enterprises and the role of the heirs’ typical growing experience in it
with a mixed-methods of economics and psychology. The results
showed that intergenerational succession had a significantly positive
impact on the asset financialization of Chinese family enterprises, but
not on the revenue financialization. It meant that heirs’ financialization
behavior had not brought about effective financial profits. The results
also showed that heirs who had witnessed their parents
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entrepreneurial experience in their childhood or had overseas study
experience or MBA education experience were more inclined to
promote asset financialization after taking over the family business,
while outside working experience in other companies had no
significant effect. The growing experience of heirs were important
moderating factor for the relationship between intergenerational
succession and financialization of Chinese family enterprises.

As mentioned above, FS represented the behavior of heirs
advancing the financialization of the enterprises, and FR represented
the outcome of that behavior. The significant increase in the level of
asset financialization verified that the crowding-out effect was
confirmed, indicating that heirs tried to make profits by increasing
financial investment. It is worth considering why the level of revenue
financialization has not increased significantly. The crowding-out
effect made the main business investment of enterprises be replaced,
which might lead to the relative decline of the main business income.
However, the proportion of financial income had not increased
significantly, indicating that the financialization promoted by heirs
might be even counterproductive. Further combining with the
moderating effect of their growth experiences, the first three kinds of
experiences seemed to only promote the successor’s financialization
behavior at the psychological level but could not guarantee the
outcome of their behavior. Given the complexity and less-than-ideal
state of China’s financial market, it is not enough for more skilled
participants to outperform, not to mention confident and risk-prone
heirs who lack financial expertise. In short, financialization is not a
good choice for Chinese family enterprises in the process of
intergenerational succession. If we further consider its possible
impact on China’s macro economy, it is even more alarming.

In summary, the findings in this study are theoretically
valuable in the following three aspects. Firstly, this paper expanded
the topic of family enterprise research. Based on the theoretical
derivation, this paper empirically tested the relationship between
generational succession and financialization of Chinese family
enterprises. This is of positive significance for understanding their
current business situation. Secondly, a new way was applied to
examine the financialization of enterprises. FS and FR were used
to examine the behavior and outcome of heirs’ financialization,
supplying valuable references for other studies. Thirdly,
we explored the psychological motivation of heirs to promote
financialization. Starting from the typical growth experience of
heirs, this paper explored the deep reasons behind the promotion
of financialization behavior by heirs at the psychological
development level, providing an interdisciplinary perspective.

Meanwhile, this paper still has the following three deficiencies.
Firstly, considering the availability and completeness, the data used in
this paper are all from listed companies. However, listed companies
only account for a part of China’s family enterprises, and they play the
role of shadow banking fund supplier to some extent, which may lead
to the deviation between FS and FR calculated based on their financial
statement data. Secondly, to obtain continuous and complete financial
asset information, this paper intercepts the data of listed companies
since 2009. However, due to the impact of the 2008 global financial
crisis, both the global economic environment and China’s
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macroeconomic conditions have undergone significant changes,
which may lead to the deviation of the financialization behavior of the
selected enterprises from that before 2008. Thirdly, the personal
characteristics data of heirs used in this paper are all from the
collection and collation of public information. To ensure the accuracy
of information, we have to sacrifice some precision. For example, if
the successor’s work experience outside the enterprise can be divided
more carefully, we may obtain more valuable research results. The
above deficiencies need to be further expanded and improved. The
intergenerational succession of Chinese family enterprises is still in its
rapid progress. Many new challenges and influencing factors are
emerging. In future, more refined and diversified data on heirs and
family enterprises could be further collected for thoroughly
investigating the relationship between the two variables and the
moderating effects of heirs’ growth experience.
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