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Abstract: - The purpose of the study was to develop a business succession model of SMEs in the digital era. 
The sample group consisted of 500 SME executives. The research instrument used to collect data was a 
questionnaire. The statistics used were frequency, percentage, mean, standard deviation, and analyzed through 
multivariate statistical techniques to construct a Structural Equation Model (SEM). The findings revealed that 
the confirmatory factor model analysis was consistent with the empirical data with the consistency index as 
follows: CMIN/DF of 1.123, CFI of 0.993, SRMR of 0.029. and RMSEA of 0 . 0 16. And the business 
succession model of SMEs in the digital era consisted of four main components based on the standardized 
regression weight at statistically significant level of 0.001 as follows: knowledge management of 0.96, business 
transfer of 0.93, technology and innovation of 0.88, and collaboration networks of 0.87. And each key 
component was equally composed of six subcomponents. 
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1  Introduction 
Family members usually start their business with a 
small-sized enterprise with a single owner, and then 
they can develop their business, ranging in size 
from a small shop to a large corporation with a 
complex business structure. Some family 
businesses are even expanded into regional 
networks. This is consistent with a survey of the 
highest-grossing businesses in the world published 
in Fortune, a magazine stating that one-third of the 
companies are family businesses. In Thailand, they 
play an equally important role. The first 100 
highest-grossing businesses of Thailand, ranked by 
sales, revealed that over one-third of Thailand’s 
GDP stayed steady even through the 1997 financial 
crisis. It could be said that family businesses play 
an essential role in the country’s social and 
economic system because they are highly valuable 
to boost the economy and create jobs. The success 
of family businesses can provide financial stability 
and strengthen family bonds, and then the 

economic stability and growth create trust with 
their stakeholders. 

Family businesses in Thailand play an 
important role in the economic system. The data 
shown at the end of June 2024 from the Stock 
Exchange of Thailand revealed that 67 of the listed 
companies are family businesses, representing 50% 
of the total market capitalization. Most of the 
businesses are in food and beverages, real estate, 
energy, and services, [1]. However, family business 
succession remains a highly challenging process 
with low success rates due to the complexity of 
both business strategies and internal family 
relationships, including emotional factors and 
governance issues among family members, [2]. 

Despite their importance, succession remains a 
major challenge. However, the research results of 
survival rates of family businesses reveal that only 
about one-third of family businesses can be passed 
down to the second generation, approximately 15% 
continued to the third generation, and fewer than 
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5% survived to the fourth generation, [3]. This is in 
accordance with a study on family businesses of 
PricewaterhouseCoopers or PwC, a world-class 
leading consulting firm, stating that 30% of family 
businesses could be passed down to the second 
generation, 12% continued to the third, and only 
3% to the fourth, [4]. 

In our modern world, everything is changing 
rapidly, and Thai family businesses have been 
facing some powerful megatrends that significantly 
influence their business operations. The megatrends 
range from artificial intelligence (AI), which is 
transforming work systems, to the problems based 
on climate change that challenge  organizational 
stability. All the issues are linked with geopolitical 
uncertainties and demographic shifts. Therefore, 
family businesses must handle  these changes to 
seize new opportunities among inevitable 
challenges. However, family businesses in 
Thailand still do not realize the influence of 
megatrends. This is reflected in recent survey 
findings that indicated a considerable gap in AI 
adoption as follows:  1) Only 3% of Thai family 
businesses revealed that implementation of 
AI/GenAI can be a good opportunity for business 
growth (below the global average of 61%), 2) Only 
22% have invested in digital transformation and AI 
and implemented AI within their organizations 
(lower than the global average of 39%), 3) 36% 
stated that technological advancements are an 
essential component of family business growth 
(lower than the global average of 65%) and, 4) 61% 
plan to enhance digital transformation and 
implement new technologies in the family 
businesses in the next five years (lower than the 
global average of 78%), [5]. 

The empirical data derived from the database 
of the Department of Business Development and 
reports by Siam Commercial Bank and OSMEP 
reveal that the business closure rate of the small 
and medium-sized enterprises (SMEs) had been 
steadily rising between 2000 and 2023. [6] this is 
consistent with the annual reports of SMEs by The 
Office of Small and Medium Enterprise Promotion 
(OSMEP), Ministry of Industry, which reveal that 
the structured data shows a constant slowdown of 
business growth rate from 2018 to 2023, [7]. 

Family businesses are considerably important 
to the country and challenging in intense market 
competition, changing consumer behavior, and 
complex internal dynamics. Therefore, the business 
owners and the successors should realize and learn 
how to smoothly overcome challenges and create 
opportunities to make the businesses sustainable. 
Although the family business is an essential 

foundation of the business structure of Thailand 
and many countries, there are several weaknesses 
or drawbacks of the typical Thai business, and it is 
so strongly attached to long-standing traditional 
values that they cannot be easily changed, even 
when circumstances outside the country change. 
These include slow decision-making processes; the 
need to take everyone’s feelings into account, and 
the tendency for disagreements to have long-term 
negative consequences. [8] in addition, there are 
several major problems in family businesses, such 
as emotional factors, especially close relationships 
within a family, which can create a sense of 
familiarity. However, excessive familiarity may 
lead to a lack of respect or consideration for one 
another. In addition, there are several major 
problems in family businesses, such as emotional 
factors and close interpersonal relationships within 
a family that may generate conflicts, a lack of 
respect, and management challenges. Strong 
adherence to traditional values may also prevent 
necessary organizational change, [9]. 

It is clearly seen that the survival of a family 
business must be conducted in multiple 
dimensions: effective succession planning, 
preparation of future education and jobs regarding 
family business management. 

In the digital era, technological advancements 
change almost everything rapidly. Measurement of 
success through financial indicators alone is 
insufficient. Family businesses must leverage 
digital capabilities while emphasizing 
sustainability, innovation, and stakeholder trust to 
remain competitive, [10]. Therefore, next-
generation successors need to develop both 
traditional management skills and digital capacities 

Due to the problems of family business 
survival, the study focuses on strategies to create 
the right successors in small and medium-sized 
enterprises (SMEs), aiming to enhance 
competitiveness, ensure long-term sustainability in 
the digital era, and increase the GDP of the 
country. Therefore, it is the background of the 
study titled “Model Development of Business 
Succession for Small and Medium-sized 
Enterprises (SMEs) of the Digital Era.” 
 
1.1  Research Objectives 
The objectives of the study were 1) to explore the 
structure and management characteristics of SMEs, 
2) to identify the key components and indicators of 
business succession models in a digital era, and 3) 
to develop a practical succession model for SMEs. 
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2  Review of Related Literature 
The review of literature on small and medium-sized 
enterprises (SMEs) shows that these businesses 
face several challenges in their operations. A major 
concern is that many family businesses struggle to 
survive across generations, [11]. In addition, strong 
business competition and limited internal and 
external support have slowed down the growth of 
many SMEs, [7]. The absence of proper succession 
planning also causes disruptions and discontinuity 
in business operations, [8]. 

Considering these challenges and the findings 
from related studies, the researcher identified key 
factors that influence the success of SMEs. These 
factors serve as the basis for business succession 
model development that fits the needs of the digital 
age. Previous studies have identified four main 
factors related to business succession. Technology 

and innovation were highlighted in studies, [12], 
[13], and [14], while collaboration networks were 
discussed by [15] and [16]. Knowledge 

management was examined in [17], and business 

transfer was explored by [18] and [19]. Together, 
these four factors form the conceptual framework 
of this study, as shown in Figure 1. 

 

 

 
 

 

 

 
 
 
Fig. 1 :  Conceptual framework of model 
development of business succession for small and 
medium-sized enterprises (SMEs)  
Source: prepared by the authors 

 

2.1 Technology and Innovation 
Innovation is widely recognized as essential for 
business success and survival. [20] highlighted for 
small and medium-sized enterprises (SMEs) in the 
digital age that innovation drives value creation and 
is central to business processes. He described 
managing innovation as a two-step process: 
searching for opportunities and threats in the 
internal and external environment, and selecting 
innovations that fit the organization’s strategic 
goals. [21] defined innovation as introducing new 

methods through experimentation, from invention 
to refinement and practical application. [22] 
emphasized that continuous innovation is necessary 
for organizational survival and involves combining 
knowledge from different areas to produce outputs 
with both economic and social value. [23] 
described innovation management as a structured 
approach to creating and applying new ideas for 
commercial and societal benefits. [24] additionally 
explained that innovation means to improve the 
existing tools to be better, and to develop the 
potential of employees, agencies, and 
organizations. That means the improvement, 
embellishment, and development of systems. 
Therefore, innovation management is a science and 
a crucial tool in a knowledge-based economy The 
improvement and development of technology 
influence the industry and organizations. [24] also 
said that there are four main types of innovation: 1) 
product innovation, 2)  process innovation, 3) 
market innovation, and 4) management innovation 

Technology and innovation mean adoption and 
implementation of technology and innovation, and 
implementation of automation to enhance 
efficiency and economic growth, and meet the 
needs of employees, customers, and family 
members. It focuses on value-added activities and 
meets the business ecosystem in the current fast-
changing world. 

Technological innovation is basically a tool 
created through technology. Therefore, the 
improvement of technological innovation is 
necessary for businesses' competitiveness, and 
customer needs [25], and  Studies [26], and [27] 
highlight that developing technological innovation 
is key to gaining a competitive edge and meeting 
customer needs. This type of innovation can take 
many forms, such as product, process, radical, or 
incremental, depending on how technology is 
applied to drive change [28], [29] and [30]. 

[31] explained that technological innovation is 
constantly improved for manufacturing and 
production, and the rate of situational change can 
help enhance technological efficiency to meet 
customer needs and business competitiveness. In 
addition, the implementation of technological 
innovation for business must be considered due to 
other factors, including new products or services, 
new organizational structures, management 
systems, new technological processes, and new 
plans related to employees within the 
organizations. 
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2.2  Collaboration Network 
A collaboration network refers to a supporting 
factor of resources both inside and outside 
organizations in various dimensions, e.g., support 
from senior leaders,  organizational culture, 
business competitiveness, and so on. All of these 
can make a business succession successfully pass 
from the founders to the next generation. 

Government support through various 
channels is necessary to help the industrial sector 
create technological innovation. In terms of 
government support, it may include policies, 
funding, and so on from different ministries and 
agencies. Research indicates that SME 
innovation competency depends on both internal 
organizational facilitators and external 
knowledge sourcing strategies, including 
government support, industry collaboration, and 
market intelligence networks [32], [33] further 
demonstrated that the industrial sector and interfirm 
collaboration networks are key components of 
SME innovation competency, particularly through 
joint research and development activities that 
enhance product and process innovation. 

Internally, organizational culture is also key 
to effective collaboration. Study [34] stated that 
human resource management functions as an 
essential connection between employees and the 
organization. This kind of culture builds trust and 
a sense of ownership, which are essential for 
long-term commitment and successful business 
succession. 

 
2.3 Knowledge Management 
Knowledge management refers to the process of 
implementing knowledge or information within the 
organization, and everyone can easily access the 
information. This helps everyone develop their 
skills and work more effectively. Besides, everyone 
can apply their knowledge in various dimensions, 
such as the application of knowledge passed down 
from their seniors,  new knowledge, and the change 
management of their business. 

According to the Office of the Civil Service 
Commission and the National Productivity 
Institute, knowledge management allows 
knowledge to flow in a continuous, spiral process 
that supports ongoing organizational growth. It is 
key to building a learning organization, where 
employees use knowledge not just to improve 
themselves, but also to help the organization 
develop. 

 
 

The following is the process of knowledge 
management: 

1) Knowledge Identification: This is the 
identification of core knowledge needed to achieve 
the organizational goals, and it is a key foundation 
of knowledge management. 

2) Knowledge Creation and Acquisition: This 
is concerned with knowledge acquisition, 
knowledge improvement, knowledge creation, or 
new knowledge creation, external knowledge 
acquisition outside the organization, protection of 
previous information, and implementation of 
unused information.  

3) Knowledge Organization: This is concerned 
with categorizing and storing knowledge in a 
central system and building networks with external 
partners for ongoing exchange. This also means 
exchanging information or knowledge with the 
networks to focus on the explicit and tacit 
knowledge equally, and constantly developing 
knowledge for the benefit of the organization. 

4) Knowledge Codification and refinement:  
This process is about classifying reliable 
knowledge needed and implementing empirical 
evidence to systematically refine and manage 
knowledge for practical use. 

5) Knowledge Access: This is how to make it 
easy for users to access knowledge, and 
information technology (IT) should be 
implemented. 

6) Knowledge Sharing: This is how to share a 
knowledge database through documentation, cross-
department teams, learning communities, 
mentoring, job rotations, knowledge-sharing 
platforms, and so on.  

7) Learning: This is an implementation of the 
shared knowledge to improve performance, solve 
problems, and support organizational growth. 

 
2.4 Business Transfer 
Business transfer refers to the process of proper 
preparation for business succession that will be 
smoothly passed down to the next generation. 
Succession planning is a key tool for the long-term 
survival of family businesses, as most founders 
want to pass their legacy to capable and committed 
family members. 

Moreover, there should be a well-structured 
succession plan because it is a proper plan to build 
a sustainable business for family members. 
Therefore, a proper business succession plan is a 
crucial tool for the founder’s security and also a 
good preparation for the successor for future 
responsibilities. According to [35], it is a hard task 
to be a recognized and respected family business 
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leader, and sometimes it may cause a crucial issue 
as well. Once potential successors are identified, it 
is important to make sure that both the family and 
the business recognize the chosen leader.  

 This is supported by [36], who noted that 
becoming a recognized leader in a family business 
can be challenging and may lead to management 
issues if not carefully handled.  

 

 

3  Research Methodology 
This was a mixed-method approach of research, 
combining qualitative research with in-depth 
interviews and quantitative research with data 
collection. The qualitative research was conducted 
through in-depth interviews with nine experts: three 
entrepreneurs or executives from business 
organizations, three academics, and three 
executives from both government and private 
sectors. A structured interview guide was 
developed by the researcher, covering four areas: 
technology and innovation, collaborative networks, 
knowledge management, and business transfer. 

The quantitative phase employed a structured 
questionnaire developed based on the literature 
review and the qualitative findings from expert 
interviews. The instrument comprised 100 items, 
evenly distributed across the four dimensions (25 
per construct). A five-point Likert scale was used 
to measure the importance of each item. The 
scoring criteria were as follows: 1 indicated the 
least level of importance, 2 indicated a low level of 
importance, 3 indicated a medium level of 
importance, 4 indicated a high level of importance, 
and 5 indicated the highest level of importance. 
The interpretation criteria for the mean scores of 
the importance levels of factors were as follows 
[37]: 1.00–1.49 = the least importance level, 1.50–
2.49 = low importance level, 2.50–3.49 = moderate 
importance level, 3.50–4.49 = high importance 
level, and 4.50–5.00 = the highest importance level. 
The questionnaire underwent a rigorous content 
validity assessment conducted by five academic 
and industry experts, ensuring alignment with 
research objectives. A pilot test with 30 participants 
was then conducted to evaluate the clarity, 
reliability, and appropriateness of the items. The 
Index of Item-Objective Congruence (IOC) values 
ranged from 0.80 to 1.00, indicating strong 
agreement among experts regarding the validity of 
each item. The instrument demonstrated an overall 
reliability coefficient (Cronbach’s alpha) of 0.98, 
reflecting excellent internal consistency.  

The target population consisted of SME 
executives in Thailand. According to official SME 

statistics [38], the total number of registered SME 
operators was 3,070,177, comprising 40,652 
medium-sized enterprise operators and 3,029,525 
small enterprise operators, [38]. Using Taro 
Yamane’s formula with a 95 percent confidence 
level, the recommended minimum sample size was 
400 participants [37]. However, for factor analysis, 
[39] recommends a minimum of 500 participants 
for optimal reliability. Therefore, this study used a 
sample size of 500 participants, selected through 
multi-stage sampling, [40]. The procedure included 
cluster sampling based on enterprise size (medium 
and small enterprises) and probability sampling 
using the lottery method. 

Data were analyzed using descriptive statistics, 
including percentages, means, and standard 
deviations, and inferential statistics, including 
confirmatory factor analysis. Model fit was 
evaluated using second-order confirmatory factor 
analysis, with the criteria for model fit shown in 
Table 1. 
 

Table 1. Criteria for Evaluating Model Fit with 
Empirical Data 

Test Statistic Criterion [41] 
1. CMIN/DF (Relative Chi-square) Less than or equal 

to 3.00 
2. CFI (Comparative Fit Index) more than 0.95 
3. SRMR (Standard Root Mean 

Square Residual) 
Less than  0.08 

4. RMSEA (Root Mean Square Error 
of Approximation) 

Less than you 0.06 

Source: prepared by the authors 

 
 
4  Results 
1) Structure and Operational Characteristics of 

Small and Medium Enterprises (SMEs) 

The findings on the structure and operational 
features of SMEs are as follows: 
(1) Most ofthe SME operators are Thai citizens 
(46.00%). 
(2) The primary customer group comprises) SMEs 
comprise large-scale product manufacturers 
(41.40%). 
(3) The businesses are currently managed primarily 
by first-generation heirs (49.40%). 
(4) Corporate governance is mostly conducted 
through family councils (47.60%). 
(5) The predominant organizational structure is 
manufacturing based (37.20%). 
(6) The key strength of the businesses is the 
reputation of their products or services  (32.40%). 
(7) Business leaders prioritize the development of 
specific characteristics to support proactive 
operations (41.00%).   
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(8) Successor selection is mostly based on expertise 
and work experience (36.80%). 
(9) The primary method for developing successors 
is through coaching (27.80%). 
(10) Most businesses operate as Original Brand 
Manufacturers (OBM), producing under their own 
format and brand (46.60%). 
(11) Among external factors, the bargaining power 
of buyers exerts the greatest influence on business 
operations (29.00%). 
(12) Organizational management is primarily 
guided by a strong sense of ownership (53.80%). 
 
2) Analysis of Key Factors Leading to Success in 

the Digital Era 

     The analysis of factors influencing the success of 
small and medium-sized enterprises (SMEs) in the 
digital era is presented in Table 2. 
 

Table 2. Mean and Standard Deviation of the 
Importance of Factors Affecting the Success of 
Small and Medium-Sized Enterprises (SMEs) in 

the Digital Era 
Factors Affecting Success in 

Business Succession 
of Small and Medium 

Enterprises 

𝑋̅ SD. Level of 
importance 

Technology and Innovation  4.14 0.50 High 
Collaboration Network 4.13 0.58 High 
Knowledge Management 4.12 0.58 High 
Business Transfer 4.12 0.53 High 
Overall 4.12 0.58 High 
Source: prepared by the authors 

 
From Table 2, the results of analyzing the 

importance of factors influencing the success of 
small and medium-sized enterprises (SMEs) in the 
digital era revealed that the mean and standard 
deviation were overall weighted at a high level. 
When considered in each aspect, it was found that 
the importance of all the components was at a high 
level, ranked from most to least importance as 
follows: (1) technology and innovation, (2) 
collaboration networks, (3) business transfer and 
(4) knowledge management.  

 
The results of analyzing the importance of each 
factor influencing the success of small and 
medium-sized enterprises (SMEs) in the digital era 
were conducted to determine the top five highest-
scoring items within each domain. The results are 
presented in Table 3, Table 4, Table 5 and Table 6. 
 

 
 
 

Table 3. Top Five Technology and Innovation 
Factors Affecting SME Success 

Item 𝑋̅ SD. Level of 
importance 

1. Allocate a technology budget 
to support the learning and 
performance of employees and 
successors in line with the 
business environment. 

4.27 0.72 High 

2. Establish an agency 
responsible for the 
organization's technology and 
innovation to develop and 
monitor concrete changes in 
innovation and technology. 

4.24 0.82 High 

3. Study and plan to use 
Blockchain technology for 
reliability, security, and the 
ability to trace back data. 

4.23 0.80 High 

4. Establish a high-speed 
information technology network 
to support the efficient learning 
and work of employees (e.g., 
5G, Super Wi-Fi). 

4.22 0.80 High 

5. Support funding for projects 
that use technology and 
innovation as drivers of 
business development. 

4.21 0.77 High 

Source: prepared by the authors 

 
Table 3 presents the mean and standard 

deviation of the items under the Technology and 
Innovation factor. All five items received high 
importance ratings ranging from 4.21 to 4.27. The 
item with the highest mean was the allocation of a 
technology budget to support employee and 
successor learning and performance (X̄ = 4.27, SD 
= 0.72), indicating respondents’ strong emphasis on 
technology training for success in the digital era. 
The next highest ratings were for establishing an 
agency responsible for the development of 
technology and innovation (X̄ = 4.24, SD = 0.82) 
and implementation of Blockchain technology. 
(X̄ = 4.23, SD = 0.80), reflecting recognition of the 
need for both organizational structures and 
advanced digital tools. The remaining items: the 
development of a  high-speed IT network (X̄  
= 4.22, SD = 0.80) and funding innovation-driven 
pro jects (X̄  =  4 .21 , SD = 0.77) were also rated 
highly. Overall, the results revealed that SMEs 
prioritize both infrastructure and strategic 
investments to enhance their technological 
capabilities. 
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Table 4. Top Five Collaboration Factors That 
Affect SME Success 

Item 𝑋̅ SD Level of 
importance 

1. Improve organizational 
regulations that limit business 
succession. 

4.26 0.78 High 

2. Establish a highly flexible 
organizational structure that can 
adapt to changing business 
environments. 

4.21 0.83 High 

3. Receive investment funding 
from the previous owner or 
financial institutions to support 
the successor's capabilities. 

4.19 0.86 High 

4. The existing business 
partners recognize the 
successor. 

4.17 0.80 High 

5. Foster a corporate culture that 
fosters loyalty and commitment 
to the organization, fostering 
dedication to the organization. 

4.16 0.80 High 

Source: prepared by the authors 

 
Table 4 shows that collaboration network 

factors are viewed as highly important to SME 
success in the digital era. The highest-rated item 
was the need to revise regulations that limit 
succession (𝑋 = 4.26, SD = 0.78), followed by the 
development of more flexible organizational 
structures. These findings emphasize that effective 
readership transitions and sustained business 
performance depend on both internal flexibility and 
external support. 
 
 
Table 5. Top Five Knowledge Management Factors 

Affecting SME Success 

Item 𝑋̅ SD. Level of 
importance 

1. Establish a knowledge 
management unit to support 
becoming a data-driven 
organization. 

4.26 0.75 High 

2. Develop operational manuals 
and best practices in the 
organization's knowledge 
database, making them easily 
accessible. 

4.20 0.80 High 

3. Commit to applying 
knowledge to decision-making 
and operations. 

4.20 0.84 High 

4. Provide ongoing training on 
cutting-edge knowledge from 
external experts. 

4.19 0.80 High 

5. Focus on sharing and 
exchanging information, 
disclosing it equally to 
members, at the right time, and 
with accuracy. 

4.17 0.84 High 

Source: prepared by the authors 

 

Table 5 shows that knowledge management is a 
key factor that helps SMEs succeed in the digital 
era. The highest-rated item was setting up a 
dedicated knowledge management unit.  
(𝑋 = 4.26, SD = 0.75), which indicates the value of 
a clear system for managing and sharing 
knowledge. Other important factors include 
database creation, which  makes it easy to access 
knowledge and the reliability of information 
implementation when making business decisions. 
Together, these practices support stronger and more 
sustainable performance.  
 

Table 6. Top Five Business Transfer Factors 
Affecting SME Success 

Item 𝑋̅ SD. Level of 
importance 

1. Develop successors through 
various methods to ensure they 
are ready to take over business 
operations. 

4.25 0.83 High 

2. Maintain management and 
ownership among family 
members by transferring shares 
and management authority to 
family members appropriately. 

4.24 0.80 High 

3. Assess risks to manage the 
time required to develop a 
successor in accordance with 
the business strategy. 

4.20 0.78 High 

4. Develop a strategic plan that 
links current and future business 
operations to ensure business 
continuity during the transfer. 

4.18 0.84 High 

5. Clearly define the roles and 
responsibilities of the successor 
during and after the transfer 
process. 

4.17 0.84 High 

Source: prepared by the authors 

 
Table 6 indicates that the key factors for 

effective business succession in SMEs emphasize 
successor preparedness and maintaining strategic 
directions. The highest rated-item was a good 
preparation of successors through various training 
and development approaches ( X̄  =  4 .2 5 , S D  = 
0.83), followed closely by maintaining ownership 
and leadership within the family. Overall, these 
findings emphasize the need for structured planning 
and risk management to secure long-term business 
sustainability. 
 
4) Analysis of the components and indicators of 

a business succession model for small and 

medium-sized enterprises (SMEs) in the digital 

era 
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CMIN/DF = 1.123  CFI = 0.993  SRMR = 0.029  

RMSEA = 0.016 
Fig. 2: Second-order confirmatory factor model 
(2nd order CFA) of succession patterns of small 
and medium-sized enterprises (SMEs) in the digital 
age (after model adjustment)  
Source: prepared by the authors 

 
From Figure 2, it was found that the second-

order confirmatory factor model, after model 
adjustment, was found to be consistent with the 
empirical data, considering the fit index values as 
follows: CMIN/DF value equal to 1.123, CFI value 
equal to 0.993, SRMR value equal to 0.029, and 
RMSEA value equal to 0.016. (Complies with the 
criteria specified in Table 1). 

The results of the data analysis found that the 
business succession model of small and medium-
sized enterprises (SMEs) in the digital era consists 
of 4 main components, arranged in order of weight 
from highest to lowest, namely, the knowledge 
management component, with a weight of 0.96; the 
information transfer component, with a weight of 
0.93; the technology and innovation component, 
with a weight of 0.88; and the collaboration 
network component, with a weight of 0.87. Details 
of the indicators for each component are provided 
in Table 7, Table 8, Table 9 and Table 10. 

From Table 7, The technology and innovation 
component is measured by 6 indicators, arranged 
by standard weight from most to least, as follows: 
Study, plan, and consider switching costs when 
switching to new technologies (IT22), with a 
standard weight of 0.714; Analyze issues arising 
from past operations to design new approaches and 
methods to address these issues (IT18), with a 
standard weight of 0.678; Establish a unit 
responsible for the organization's technology and 

innovation to systematically develop and monitor 
changes in technology and innovation. 
 

Table 7. Component Analysis of Technology and 
Innovation in SME Succession Models in the Digital 

Era 

Variables 

Estimate 

𝑅2 

V
ar

ia
nc

e 

p 

St
an

da
rd

 

U
ns

ta
nd

ar
di

ze
d 

1. Use innovative 
virtual reality (VR) 
technology to help 
design products or 
services to be 
consistent with current 
technological 
advancements. (IT04) 

0.501 1.00 0.25 0.54 *** 

2. Design and select 
appropriate 
technologies to 
enhance the work 
efficiency of 
employees and 
successors. (IT07) 

0.597 1.16 0.35 0.45 *** 

3. Allocate a 
technology budget to 
support the learning 
and performance of 
employees and 
successors in line with 
the business 
environment. (IT08) 

0.577 0.98 0.33 0.35 *** 

4. Establish a unit 
responsible for the 
organization's 
technology and 
innovation to 
systematically develop 
and monitor changes 
in innovation and 
technology. (IT13) 

0.653 1.25 0.43 0.38 *** 

5. Analyze issues 
arising from past 
operations to design 
new approaches and 
methods to address 
these issues. (IT18) 

0.678 1.36 0.46 0.40 *** 

6. Study, plan, and 
consider switching 
costs when switching 
to new technologies. 
(IT22) 

0.714 1.36 0.51 0.33 *** 

***Statistically significant at the 0.001 level 
Source: prepared by the authors 
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Table 8. Statistical Values Obtained from the 
Analysis of the Components of the Business 

Succession Model of Small and Medium-Sized 
Enterprises (SMEs) in the Digital Era in Terms of 

Cooperation Networks 

Variables 

Estimate 

𝑅2 

V
ar

ia
nc

e 

p 
St

an
da

rd
 

U
ns

ta
nd

ar
di

ze
d 

1. Build a marketing 
intelligence network with 
business groups. (CN10) 

0.690 1.00 0.48 0.33 *** 

2. Study master plans, 
organizations, and 
example projects. Tools 
for encouraging and 
assisting networking 
related to effective 
networking. (CN14) 

0.706 1.12 0.50 0.39 *** 

3. Send personnel to 
receive training to act as 
network brokers. (CN15) 

0.697 1.03 0.48 0.35 *** 

4. Participate in training 
with businesspeople in 
the same group. (CN16) 

0.733 1.15 0.54 0.35 *** 

5. Regularly attend 
network management 
training courses from the 
organization's or network 
leaders' core courses. 
(CN17) 

0.701 1.02 0.49 0.33 *** 

6. Research, plan, and 
collaborate with networks 
to find sustainable 
business practices. 
(CN25) 

0.708 1.14 0.50 0.40 *** 

***Statistically significant at the 0.001 level 
Source: prepared by the authors 

 
From Table 8, Cooperation Networks (CN) 

component is measured by 6 indicators, arranged 
by standardized weight from most to least, as 
follows: Participate in training with businesspeople 
in the same group (CN16), standardized weight is 
0.733; Research, planning, and collaborating with 
networks to find ways to conduct sustainable 
business (CN25), standardized weight is 0.708; 
Study master plans, organizations, and example 
projects. Tools for encouraging and assisting 
networking related to effective networking (CN14), 
standardized weight is 0.706; Regularly attend 
network management training courses from the 
organization's or network leaders' core courses. 
(CN17), standardized weight is 0.701; Send 
personnel to receive training to act as network 
brokers. (CN15), standardized weight is 0.697; and 
build a marketing intelligence network with 

business groups. (CN10), standardized weight is 
0.693. 

 
Table 9. Statistical Values Obtained from the 

Analysis of the Components of the Succession 
Model of Small and Medium-Sized Enterprises 

(SMEs) in the Digital Era in Terms of Knowledge 
Management 

Variables 

Estimate 

R2 

V
ar

ia
nc

e 

p 

St
an

da
rd

 

U
ns

ta
nd

ar
di

ze
d 

1. Develop operational 
manuals and best 
practices in the 
organization's 
knowledge database, 
making them easily 
accessible. (KM02) 

0.680 1.00 0.46 0.34 *** 

2. Facilitate successors' 
access to and effective 
use of knowledge. 
(KM03) 

0.685 1.06 0.46 0.38 *** 

3. Process social media 
data to analyze 
consumer behavior. 
(KM09) 

0.601 0.92 0.36 0.44 *** 

4. Cultivate a learning 
organizational culture. 
(KM14) 

0.496 0.78 0.24 0.56 *** 

5. Provide collaborative 
workspaces to foster 
knowledge exchange. 
(KM18) 

0.630 0.92 0.40 0.38 *** 

6. Create a community 
of practitioners to share 
knowledge, skills, and 
in-depth experiences. 
(KM22) 

0.519 0.74 0.27 0.43 *** 

***Statistically significant at the 0.001 level 
Source: prepared by the authors 

 
From Table 9, Knowledge management (KM) 

components are measured by 6 indicators, ranked 
by standard weight from most to least, as follows: 
Facilitate successors' access to and effective use of 
knowledge (KM03), standard weight equal to 
0.685; Develop operational manuals and best 
practices in the organization's knowledge database, 
making them easily accessible (KM02), standard 
weight equal to 0.680; Provide collaborative 
workspaces to foster knowledge exchange (KM18), 
standard weight equal to 0.630; Process social 
media data to analyze consumer behavior (KM09), 
standard weight equal to 0.601; Create a 
community of practitioners to share knowledge, 
skills, and in-depth experiences (KM22), standard 
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weight equal to 0.519; and Cultivate a learning 
organizational culture (KM14), standard weight 
equal to 0.496. 
 

Table 10. Statistical Values Obtained from the 
Analysis of the Components of the Business 

Succession Model of Small and Medium-Sized 
Enterprises (SMEs) in the Digital Era in Terms of 

Business Transfer 

Variables 

Estimate 

𝑅2 

V
ar

ia
nc

e 

p 

St
an

da
rd

 

U
ns

ta
nd

ar
di

ze
d 

1. Plan for the 
succession of the 
business to the 
successor from an 
early age and 
continuously. 
(TR02) 

0.719 1.00 0.52 0.38 *** 

2. Assess risks to 
manage the time 
required for 
successor 
development in line 
with the business 
strategy. (TR07) 

0.662 0.81 0.43 0.34 *** 

3. Manage the 
business transfer 
process in 
accordance with the 
clear direction and 
objectives of 
successor 
development. 
(TR13) 

0.636 0.78 0.40 0.36 *** 

4. Adjust the 
mindset and align 
ideas to understand 
the differences 
between the 
successor and the 
founder. (TR15) 

0.706 0.97 0.50 0.38 *** 

5. Be open-minded, 
avoid clinging to 
past successes, and 
support the 
successor in their 
transition planning. 
(TR17) 

0.693 0.96 0.48 0.40 *** 

6. Recruit 
professional external 
executives to join 
the management 
team to fill gaps in 

0.731 0.96 0.53 0.33 *** 

Variables 

Estimate 

𝑅2 

V
ar

ia
nc

e 

p 

St
an

da
rd

 

U
ns

ta
nd

ar
di

ze
d 

the succession 
management system 
and prepare for 
future business 
growth. (TR21) 
***Statistically significant at the 0.001 level 
Source: prepared by the authors 

 
From Table 10, The Transformation 

Component (TR) is measured by 6 indicators, 
arranged by standardized weight from most to least, 
as follows: Recruit professional external executives 
to join the management team to fill gaps in the 
succession management system and prepare for 
future business growth (TR21), standardized 
weight of 0.731; Plan for the succession of the 
business to the successor from an early age and 
continuously (TR02), standardized weight of 0.719; 
Adjust the mindset and align ideas to understand 
the differences between the successor and the 
founder (TR15), standardized weight of 0.706; Be 
open-minded, avoid clinging to past successes, and 
support the successor in their transition planning 
(TR17), standardized weight of 0.693; Assess risks 
to manage the time required for successor 
development in line with the business strategy 
(TR07), standardized weight of 0.662; and Manage 
the business transfer process in accordance with the 
clear direction and objectives of successor 
development (TR13), standardized weight of 0.636. 

 
5) Results of the Development of a Business 

Succession Model for Small and Medium 

Enterprises (SMEs) in the Digital Era 
Based on the analysis of the components of the 
business succession model for SMEs in the digital 
era, a comprehensive model can be developed, 
consisting of four main components and 24 sub-
components: 
1) Technology and Innovation. This component 
includes six sub-components: 
 (1) Studying, planning, and considering switching 
costs when adopting new technology. (IT22) 
(2) Analyze issues arising from past operations to 
design new approaches and methods to address 
these issues. (IT18) 
(3) Establish a unit responsible for the 
organization's technology and innovation to 
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systematically develop and monitor changes in 
innovation and technology. (IT13) 
(4) Design and select appropriate technologies to 
enhance the work efficiency of employees and 
successors. (IT07) 
(5) Allocating a technology budget to support the 
learning and performance of employees and 
successors in alignment with the business 
environment.(IT08) 
(6) Use innovative virtual reality (VR) technology 
to help design products or services to be consistent 
with current technological advancements. (IT04). 
 
2) Collaboration Network  The collaboration 
network component comprises six sub-components: 
(1) Participate in training with businesspeople in 
the same group. (CN16). 
(2) Research, plan, and collaborate with networks 
to find sustainable business practices.(CN25) 
(3) Study master plans, organizations, and example 
projects. Tools for encouraging and assisting 
networking related to effective networking. (CN14) 
(4) Regularly attend network management training 
courses from the organization's or network leaders' 
core courses.(CN17) 
(5) Send personnel to receive training to act as 
network brokers. (CN15). 
(6) Build a marketing intelligence network with 
business groups. (CN10) 

 
3) Knowledge Management 
This component consists of six sub-components: 
(1) Facilitate successors' access to and effective use 
of knowledge.(KM03) 
(2) Develop operational manuals and best practices 
in the organization's knowledge database, making 
them easily accessible.(KM02) 
(3) Provide collaborative workspaces to foster 
knowledge exchange.(KM18) 
(4) Process social media data to analyze consumer 
behavior.(KM09). 
(5) Create a community of practitioners to share 
knowledge, skills, and in-depth 
experiences.(KM22) 
(6) Cultivate a learning organizational 
culture.(KM14). 
 
4) Business Transfer 
The business transfer component includes six sub-
components: 
(1) Recruit professional external executives to join 
the management team to fill gaps in the succession 
management system and prepare for future business 
growth.(TR21) 

(2) Plan for the succession of the business to the 
successor from an early age and 
continuously.(TR02) 
(3) Assess risks to manage the time required for 
successor development in line with the business 
strategy.(TR07) 
(4) Be open-minded, avoid clinging to past 
successes, and support the successor in their 
transition planning.(TR17) 
(5) Assess risks to manage the time required for 
successor development in line with the business 
strategy.(TR07) 
(6) Manage the business transfer process in 
accordance with the clear direction and objectives 
of successor development. (TR13) 

These main components and sub-components 
of the business succession model for SMEs in the 
digital era are visually represented in the model 
diagram shown in Figure 3. 

 

 
Fig. 3: Business Succession Models of Small and 
Medium Enterprises (SMEs) in the Digital Era 
Source: prepared by the authors 
 
 
5  Discussion and Conclusion 
The key are as, such as technological innovation, 
knowledge management, network collaboration, 
and business transfer, were highlighted in the study 
on business succession (SMEs) in the digital era.  
 

Technology and Innovation 

The implementation of virtual reality (VR) to 
develop products and services that match modern 
technological trends emerged as the key element. 
The highest priority involved allocating a 
technology budget to support employee and 
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leadership development. VR technology helps 
businesses create virtual environments that copy 
real-life situations. This helps them see how 
products will look before production, fix mistakes 
early, and improve customer satisfaction. This 
supports Cavanaugh’s [42] claim that digital media 
such as multimedia, audio, and virtual tools can 
reduce barriers of access, time, and cost, especially 
for those who cannot attend in person. These 
findings agree with [13], who found a strong 
positive link between information technology and 
sustainable competitive advantage. Similarly, [43] 
found that greater innovation significantly 
enhances a company’s market position.  

Technological innovation, especially in 
improving product quality and reducing internal 
costs, is key to maintaining competitiveness, [44]. 
The research results found that the assessment of 
technology and innovation that was consistent with 
the organization was a factor affecting the success 
of technology and innovation adoption. Moreover, 
[45] highlighted that SMEs play a vital role in the 
social economy, and their innovation activities 
make a significant contribution to building a 
national innovation system. The results indicated 
that the impact of technological innovation (TI) and 
business model design (BMD) can vary depending 
on the size of the SME. These findings highlight 
the need for SMEs to coordinate technological 
innovation and business model design to maximize 
innovation outcomes and offer practical guidance 
for the development of effective innovation 
strategies in SMEs. 

 
Knowledge Management 

The most important aspect of knowledge 
management was developing operational manuals 
and best practices stored in an easy-to-search 
organizational knowledge database. The top-rated 
item was creating a dedicated knowledge 
management unit to support data-driven decision-
making. These findings suggest that effective 
knowledge management depends not only on clear 
procedures and manuals but also on a centralized 
database managed by a specific team. 

This is consistent with [46], who found that 
systematic knowledge management greatly 
improved employee performance at Thai Airways 
International. Similarly, [47] demonstrated that 
systematic knowledge management strategies — 
encompassing knowledge gathering, storage, and 
sharing mechanisms — substantially enhance 
organizational performance, both in public 
institutions and corporate settings. [48] it was also 
observed that communication tools and processes 

enhance knowledge management and promote a 
collaborative learning environment. Moreover, [17] 
emphasized that knowledge sharing and resolving 
intergenerational conflicts are essential for the 
long-term sustainability of family businesses. This 
is in accordance with a study by [49] claiming that 
fundamental digital skills are essential components 
of technological competency in the digital industry, 
and a study by [50] stating that knowledge of laws 
and regulations relevant to job functions is a vital 
component of the business management 
competencies required of international airport 
executives for business competitiveness in the 
aviation industry in the digital era. 

 
Network Collaboration  

Key aspects of network collaboration include 
supporting successors’ work-life balance, gaining 
recognition from existing business partners, and 
updating organizational rules that may block 
success. Building collaboration networks is 
necessary for SMEs operating in competitive 
markets because both internal and external 
connections can make the business sustainable. 

This is consistent with [51], who explained that 
entrepreneurship, business networks, and 
innovation boost competitive advantage. The 
business environment also influences how 
networks develop, which then affects overall 
performance. Moreover, [15] claimed that the 
participation of family members plays a vital role 
in the long-term survival of family businesses. 
Innovation capability serves as a partial mediator in 
this relationship, emphasizing how strong networks 
support both innovation and sustainability. 

 
Business Transfer 

Successful business transfer depends on strong 
governance to protect business secrets and start 
succession planning early. It is also important to 
encourage adaptability, avoid relying on past 
successes, and support the development of 
successors. 

These practices are consistent with [52], who 
demonstrated that successful business transfer in 
family SMEs requires a systemic rather than 
individualistic approach — encompassing 
structured succession planning, clearly defined role 
transitions, and alignment of attitudes and social 
norms between founders and successors to prevent 
postponed or traumatic succession outcomes. This 
is consistent with research findings by [49] 
explaining that communication, problem-solving, 
and management skills are crucial components of 
technological competency in the digital industry 
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6  Suggestions 
The proposed succession model for small and 
medium-sized enterprises (SMEs), especially family 
businesses, should take a comprehensive and 
systematic approach. This involves not only basic 
succession planning but also proper preparation of 
successors through education, hands-on experience, 
and direct participation in business operations. The 
study also emphasizes the importance of maintaining 
strong family relationships to support long-term 
business sustainability. Based on the findings, the 
following recommendations are proposed: 
1) Adjusting the Succession Model with 

Business Objectives  

Entrepreneurs should develop a clear 
understanding of the key components of the 
proposed succession model and analyze how these 
align with their business goals, mission, and 
available resources. Achieving this alignment 
helps ensure that the model can be implemented 
effectively and tailored to the specific 
circumstances of each enterprise, increasing its 
practical value. 
2) Investing in Technology to Support 

Successor Development 

To remain competitive in a digital economy, 
SMEs should invest in technology and innovation. 
Establishing a specialized unit to manage 
technological development and support the 
learning and performance of employees and 
successors is strongly recommended, as it enables 
the organization to effectively manage ongoing 
technological changes and stay aligned with the 
evolving business environment. 
3) Strengthening Collaborative Business 

Networks 

The results indicate that collaborative networks 
play an important role in the succession process. 
Family businesses should develop marketing 
intelligence networks and build partnerships with 
other organizations and key stakeholders. 
Successors should also be encouraged to take part 
in strategic planning, understand the 
organization’s structure, and engage in practical 
projects. In addition, enterprises should adopt 
tools and strategies that support both internal and 
external collaboration for long-term sustainability. 
4) Enhancing  Knowledge Management 

Systems 

A key element of succession is the effective 
transfer of organizational knowledge, including 
both historical information and  plans. SMEs 
should create a knowledge management unit to 
support data-driven decision-making. This unit 
should organize operational guidelines, manuals 

and best practices into an accessible, well-
organized database. It is also important to create a 
culture that encourages timely and fair knowledge 
sharing among members of the organization. 
5) Early and Continuous Successor 

Development 

The planning of business succession should start 
early and be maintained as an ongoing process. 
SME businesses are encouraged to build 
awareness and interest in the enterprise among the 
next generation from a young age and provide an 
environment that supports their growth. Founders 
should stay flexible and avoid relying on past 
practices. Successors should be given 
opportunities to evaluate risks, engage in strategic 
planning, and develop competencies that align 
with the enterprise’s long-term goals. 
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