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Omolekan, 0.J. Department of Business Administration,
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Abstract

here are many businesses which have started well, but could not survive long, not because they lack
the right strategies 1o stay in business, but because they lack proper succession policy that
. Suarantee their continuing existence. The objective of this paper is to examine, the influence of
effective management succession planning; on Small and Medium Scale enterprises’ sustainability, in South
Wes_t.l\'igeria. There were 305 copies of structured questionnaires administered to business owners and
deaSt‘on maker in some selected SMEs in Lagos and Ibadan using convenience sampling. 290 of these
questionnaires were filled and returned. T, he formulated hypotheses were tested with t- test statistic technique.
The study reveals that effective management succession planning is vital to the survival and continuity of
small and medium scale enterprises. The study concludes that Management succession can work in Nigerian
SMEs, if appropriate Succession planning principles were Jollowed by the entrepreneurs. The paper
recommends that business owners should find the best person to succeed them even after their death, so that

business continuity will be achieved.

Keywords: Management succession, SMEs, Organisational continuity, Successor, Entrepreneurs and Sfamily
business.

1.0 Introduction

Small Business plays a significant role in its contribution to the economic development of a country. There are
thousands of small businesses, registered in Nigeria by the Corporate Affairs Commission (CAC) every year,
but few of such companies operate up to ten years (Obadan & Ohiorenoya, 2013). The reasons have been
attributed to many factors ranging from epileptic power supply, lack of proper planning by the business owners
for succession, to lack of infrastructural facilities (Musa and Semasinghe, 2014). Based on findings by Onugu
(2005) on SMEs in Nigeria, it was revealed, that number one major SMEs problem in Nigeria is, management
problem. Getting capable hands to run a profitable business is not an easy task and when they were even
available; to retain them in an organisation is a difficult task because they are sought after. The staff may need to
be developed and trained so that they will be capable of assuming key roles in the organization for continuity to
be possible in the face of competition (Dauda, 2013).

A legal description of succession is the passing of property to persons upon the death of the owner of the
property (Animashaun & Oyeneyin, 2002). However, in the business world, it is not compulsory that the owner
must die before the issue of succession arises in the management of an enterprise. The owner-manager may
choose to retire and enjoy the rest of his life after a hectic working life or s/he may be compelled to retire for
health reasons. It is necessary to note that Nigerian businessmen and entrepreneurs hardly voluntarily retire
(Ogundele, Idris & Ahmed-Ogundipe, 2011; Gosling &Mintzberg, 2003). The business owner usually die in
‘active service’ or are forced to retire by a health catastrophe, e.g. hypertension, stroke, diabetes and other
related diseases, etc.

This characteristics of Nigerian Entrepreneurs further compounds succession issues which Ortiz (2007)
described as ‘the thorniest issues within family-owned businesses’. The forces that have renewed interest in
succession systems and have changed them in dramatic ways are trends that have affected business in the new
global economy. Leadership is and has always been a relatively scarce commodity within companies. The loss
of a strong and effective leader is a serious blow to any organisation (Ogundele et.al., 201 1).

Therefore, succession management secures fut_ure leadership capability, which is critical for driving
organizational performance that wins in the changing world of work (Glenn, 2007). The internet has enhanced

33



Dutse Journal of | conomics and De \(I"l""‘ nt sudies (l,l -l'l)\) \ ol 1 \” 1
'l"l\ -"l('
ury

) s talent and makes it easy lor ('lllpln\'('("\ to find Opportunties ('I“'\\'hcl )
the mobility of leadership iy \”N“l
S v / ; tor's best and by
) H ame 1o recnmt your compe
. o longer s it unfine gan
Carter, -(H(n T\n 14

«orpanisational change has caused my;nm;ulmns'l-n ([lllt'vl\]:y “dt'nhl_y g
umpredieta> s ;'\\' types of talent (Aborisade, 2006). The objective of this
B Ao "“(I\ .h',r' -'|:1'm'|’;'cn>|cnl succession planning; on Small and Medium Se
?n”l‘lt‘llk‘(‘ (\)\t't:lk;\“ils\':'li'l.'l'l‘u: paper is structured in to five sections namely:
;\l;&:l(\:l)lt'lil)lo;t;;\Rvs{xils 21;1«1 Discussions, Conclusion and Recommendations.

 possess the preater ¢lout HCe
. + recruiters and head hunters today posse | L cation : i
one. Executive rec ehtest Worke ““mh
i

rowing flaps e
Paper 4y 4, CXam " ang
; .~ . . 1 A - ll]c
ile Cnterprises Su

A1 l]” - W
hmuduclum‘ Literay 1abil,
« ~ '

¢ r(‘\‘],.

i"l(l)crc m'::::;";"\:‘:“l:: \(I‘:n‘l‘u on the definition (A)l‘ Succcs‘sin‘n |?l;nu.|i.ny,i .lt)_ut‘l;)r't’]js stud
works will be given cnnsidcr;uinn.. Sllt‘CL?Shl(‘)ll l\‘lflll-fl{(llfulll .I:V (runl:::( as
development, replacement and strategic :l[)I)|lF(lll()ll (.)l klly-'p.t:()lp. Lw(““;) ¢
the organization’s values, mission, and stratepic plans (Aborisade, 2 .

Yy only g f,
making proy
»and requires the i

W
1510
dentifie

of ”‘\‘SL‘
for the
Ao of

This definition described Succcssionl f\flilll".l.;',L"nlClll as Simp].).l llm “pr('n:cxs
replacement of key people in organisations. Illl:s' oceurs n'm.sl‘ LS;)(;;.;.I )l/\s B sesult.off e
present occupant or resignation from ll_lc organisation. l)dll(_Ll‘(t- .')l ( L-\;” ed . uccession m
proactive approach that ensures continuing l'c:f(l.crshl‘p by cu.ltnv.llmg talent r<.n‘n.wuh|n the
planned development activities. In this definition, Succcs‘smn management is see
needs to be taken by organizations for continuing, Icudcrsh!p 10 !)c
the right people for the right job so that when the n.cgd arises for replacement, the ¢
problem in finding a successor for the vacant position. There may 1 planning when &
management change occurs due to unforeseen circumstances, such_ as thg sudden death of o Corporation’s chief
executive officer (CEO). It also, serves as an important means of ensuring a smooth transfer of POWeT ey
normal circumstances (McCabe, 2007).

of making Provision for y
a result of rclircmcnl, death of:l:k:
ANagemeny as :
Organization throug
as a proactive Measyre 1511
1only be done by rccruim;v
rganization wi|| not hn\-c;
be need for successior

n
achieved. This car

The Central Bank of Nigeria (2013) defines Small and Medium Scale
eleven to two hundred employees, with a capital base between NSmillion to N500million. This definition by the
CBN used asset base and number of staff employed as criteria for the definition of SMEs

in Nigeria, According
to National Bureau of Statistics (2015), the definition of what constitutes Micro, Small and Medium Enterprises
(MSMEs) in Nigeria is based on the following classification:

Enterprises as those having a minimym of

(i) Micro Enterprises are those w

hose total assets (excludin
Naira with a workforce not exceedi

g land and buildings) are less than Five Million
ng ten employees.
(i) Small Enterprises are thos
but not exceeding Fifty Milli
employees.

e whose total assets (excludin

g land and building) are above Five Million Naira
on Naira with a total work

force of above ten, but not exceeding forty nine

(iii) Medium Enterprises are tho

those with total assets excludi
but not exceeding Five Hundred

ng land and building) are above Fifty Million Naira,
Million Naira with a total

workforce of between 50 and 199 employees.

In this study the focus is on Small

definition provided for SMEs

and Medium Scale Enterprises
than Fiv

(SMEs) and therefore, the operationl
are those enterprises whose total assets (excluding land and building) are ot l'css
e Million Naira and not exceeding Five Hundred Million Naira with a total working force of greater
than ten and not above 199 employees,

In an effort to ensure that the

. Te is no problem of re
orgamisation devise elaborate models to characteri

: : ement,
placement of staff when there is changes in manag

. p - [n many
' ze their succession and development praC“Ces" —
companies, over the past several years, the emphasis has shifteq from planning job assignments to deve

0 : i acs leaders
Wwith much greater foeys O managing key experiences that are critical to growing global busm?::lion an
(IJFVCI_I, 2007). Assessment has become a key practice in effective succession planning in every organi

there is no widely accepted formula for evaluati

i
oaches ¥
are used by . Ing the future potential of leaders. The tools and approd!
: Organisations range from ersonali
simulations anq , Taqoes (o

n
, rdewing @
gnitive testing to team-based intervi
d other assessment centre methods, Jaques (1

wand

. meastnfs

¢ case for me™ 'y

o \ 989) developed a persuasiv 'n!e”‘g‘"‘? )
rmulating a rg i



Dutse Journal of Economics and Development Studies (DUJEDS) Vol 1 No. 1 July 2016

Maphosa’s(1996) study shows that the succession had not yet become a serious issue for the business owners in
Zlmbubwc. 1 !nc slu_d_v d.(mc.hy'f)glln(lc!c et al. (2011), focus on the issues involved in the succession problem
of family huxmc.f..s in Nigeria. The finding shows that succession laws, and the multi-cultural nature of Nigeria
creates a succession problem for family owned businesses. |

()badqn & Ohl(‘)rcnoyz.: (2‘(')13). gx:upincd the process of succession planning in small business enterprises in the
hotel m.dustry in Benin City, N!gcrlzl. The finding shows that most of the small business enterprises have no
succession plan. Also, the ability and competence of the successors are not also considered in succession
planning. This empirical review of studies on succession planning problems in small business have, therefore
reveal that there are many issues of succession that have not been addressed, such as effect of succcssior;
planning on small business sustainability and the impact of cultural values on succession planning of small
business in Nigeria. Hence, the need for further studies to be done in these areas.

2.1 Succession Problems Facing SMES In Nigeria

Small and Medium Enterprises are bedevilled with the problem of survival due to who will continue to run the
business after the demise of the owner. Succession problems may manifest from internal or external sources
(Ogundele et al, 2011). A look at the internal sources of succession problems shows they arise as a result of the
internal dynamics within the enterprise itself or between it and the family of the founder while external sources
arise from the external environment. The internal sources include: lack of succession planning, succession crisis,
polygamy, management misfit succeeding the entreprencur, and  inadequate insurance cover (Forrest, 1994;
Ukaegbu, 2003; Aurie, 2010; Ogundele ct al, 201 1; Business Day, 2012:Dauda, 2013).

The external sources of succession problems that arise from the external environment within which the
organisation operates arc: Government policy on recapitalisation and Legal requirements (Ogundele et al, 2011,
Business Day, 2012). There are minimum capital requirements for establishing business in Nigeria duc to the
Government making an effort to manage key scctors of the economy. This was experienced in 2006, when the
minimum capital base of banks was increased from N5 billion to N25 billion. There are so many entrepreneurs
who were not being able to meet up with this requirement and this serves as a major obstacle to the business’
sustainability. The legal requirement stipulated by government regulatory bodies also serves as major
sustainability problems for Small business. For example, the Nigerian Deposit Insurance Corporation (NDIC)
stipulates only a N50,000 insurance cover for depositors in the case of the liquidation of any bank. This policy
made a lot of depositors lost their money when Societe Generale Bank of Nigeria becomes liquidated in 2005

(Business Day, 2012).

2.2 Theoretical framework
This study will be anchored on the theory of Planned Behaviour which seems to be relevant in explaining

entrepreneurs’ behaviour to business succession. The Theory of Planned Behaviour (TPB) simply explains that
there is the probability that an individual will take action depending on the intention of an individual engaging
in that behaviour (Ajzen & Fishbein, 1980; Ajzen, 1987). It is assumed that attitude develop intention which in
turn leads to action or behaviour. This means, intention is the basis for behaviour (Terdpaopong &Al Farooque,
2013). Succession has been considered more of a process than an event and as such it is scen as a behavioral
outcome that derives from intentions based on perceived attitudes towards the business entity (Handler, 1994;

Terdpaopong et al., 2013).

It has been found that a measure of past behaviour contributes to the prediction of future behavior, even after the
predictors in the TPB have been accounted for (Ajzen, 1991; Conner & Armitage, 1998; Quellette & Wood,
1998). Based on this premise, the study assumes that entrepreneurs’ intention determine their behaviour to
business succession. In other words, the entrepreneurs’ intention determines their willingness to either engage or

not engage in succession planning,.

3.0 Methodology

The study population comprises of all the total number of Micro, Small and Medium Enterprises (MSMEs) in
Nigeria and as at 2013 the total stood at 37,067,416 (NBS, 2015). The breakdown shows that Micro Enterprises
were 36,994,578, Small Enterprises were 68,168, and Medium Enterprises were 4,670 (NBS, 2015).The study’s
f(.wcus was on selected Small and Medium Scale Enterprises (SMEs) in Lagos and Ibadan, South West, Nigeria.
The two cities were considered for the study because of their size, as the capital of their states, industrial
locations and their important roles as commercial nerve centers in the South West geographical zone of Nigeria.
The National Bureau of Statistics (2015) Survey also revealed that Lagos State has the highest number of Small
and Medium Scale Enterprises in Nigeria with a total of 11663, followed by Kano State having a total of 8,286
and Oyo State had a total of 7987 SMEs. This and other reasons earlier stated, informed the selection of the two
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cities for the study. There were 305 copics (’f'-""“f““""q quc,sl.i(mnuircs 15':“'" out to Nf’lllc.lv)u‘xmc“ OWner |
decision maker in the selected SMEs from the two cmcs.lusmg co‘nvcmcn.cc sampling. This sample r:;k‘cdr"l
assumed to be enough to obtain reasonable and precise estimates of the variables to be measureq iy, the S”n[“

S8 &7 . iefs
290 of these questionnaires were filled and returned. dy
The information obtained from questionnaires is complemented with the imcrvicw' had ‘with the TeSponden,
The formulated hypotheses were tested with t- test using Statistical Packages for Social Science (SPSS) “’ﬁwar)c
for analysis. The following null hypotheses were formulated for this study:

H,: The effective management succession planning has significant influence on Small and Mediyp, Scale
Entcrprise’s sustainability .
H.: There is no strong willingness by the entreprencurs to adopt Management SUCESSSIoN
Planning in their business.
4.0 Results and Discussion f the concept of
In Table 1, it was revealed that the majority of the respondents are awarc Ot th¢ o cp! Ob Managemey
succession. This means that, the concept is not new to most of the .busmf:ss owngrst}n ’II%]CT 12 but majority of
them (about 65.5%) despite their awareness has no succession plan in their orgﬂmzad'on- s, aCCOIfdln'g to the
respondents interviewed, was due to the negligent attitude of the entreprencurs towards succession planning,
Tablel: Awareness of the concept ‘Management succession” among Business Owners - ———
o
Are you sware of the concept of Succession planning? Yes 190 65;
Undecided 10 34
No 90 31.1
Do you have a succession plan? Yes o0 207
' Undecided 20 T E—
No 210 72.4
Do you understand the planning and practice of business succession? Yes 240 828
Undecided - -
No 50 : 17.2
Is succession planning going to benefit your enterprises in any way? Or | Yes 150 51.7
add value to your business operation? Tndecided T T4
No 130 449
Source: Researchers’ fieldwork, 2016
The information obtained from respondents through interview method also revealed that most are interested in
the continuity of the business only during their lifetime; This shows why 72.4% of the respondents have no
f y Y P "
succession plan in the study. It was also revealed from the survey that the majority of the business owners did
not understand the planning and practice of business succession (82.8%). It means that the basic principles and
planning of succession are not well understood by business owners because a significant proportion of the
respondents (47.3%) do not know what their enterprises stand to gain or benefit from continuity.
Table 2: Management succession: a pivotal to survival and continuity of businesses.
F %
Management succession is vital to organizational continuity Agreed 270 932
~ Undecided 10 34

. - Disagreed 10 i ] i34
S'uctcs:mn planning and management is one of the organizational survival Agreed 200 69
strategies p :

o Undecided s EEN RS

5 Disagreed 40 138
Succession planning is capable of reducing employees turnover Agreed | 1270 T ] eS8

Undecided - ——
Are you ready to ad ; " r—— - Disagreed 920 S ) 2 273
taug}u? Yy to adopt Succession planning if basic principles were Yes 260 .8”«;.
Undecided » | .. 201 6-:’
3
If succession planning is properly implement - No 10 — ]
SVer' b SN sccodn 7 properly imp nted, are you willapg to hand : Yos T 190 wo] 65;3 :
Undecided 30 IC —
NO ¢ 70& ok 24. {4

Source: Researchers’ fieldwork, 2016
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Based on the analysis in the Table 2, it was revealed by 93.2% of rcspoqdcnls faat Maqagcmgm S_uu‘essm.n
would definitely enhance organisational continuity and 69% agreed that it leads to ﬁurwval of busmcs‘scst 1.r3
Nigeria, lhcrcb;' c(mtrihuling:, to national development. Also, 58.2% rcspun(.lcr?ls hc!lcvcd' l!]fl .thc ;or};:&clzs
capable of reducing the labour turnover since employees can build a carcer within their orgdmsduon: r'I bl
it was also revealed that 89.7% of the respondents would be ready to adopt Succession plan:ng ,l 1d be
principles were taught their children in the school. There were only 65.5% of the respondents who wou

willing to hand over to their successors if management succession planning is well implemente

3.1 Testing Of Hypotheses )
The first hypothesis stated that the effective management succession
and Medium Scale Enterprise’s sustainability. The respondents werc groupe e
. A t
their means and standard deviation tested, using t — test statistics. Table 3(a) show the mean, st andarc: (:5:;162';3
and error for the t-test analysis. The result of the t — test performed at 95% confidence 1r;lterva O aied
degrees of freedom as shown in Table 3 (b) revealed that the t — critical was 31.599, while the t — ¢
was 35.629.

planning has significant influence on Sma.ll
d into two and the difference 1n

Table 3 (a) showing the t — test analysis for effective Management Succession and SMEs
Sustainability

N Mean Std deviation Std Error Mean

The effective management succession 290 1.10 0.409 076
planning has significant influence on
Small 2nd Medium Scale Enterprise’s
sustainability

Source: Researcher’s computation, 2016

Table 3(h).one sample test for Management succession Planning and SMEs’ Sustainability.
Test Value =0

95%Confidence Interval of the

difference
t df Sig(2 Mean difference | Lower Upper
tailed)
Management succession planning has | 35.629 289 .000 1.103 0.95 126

significant influence on. Small and
Medium Scale Enterprise’s sustainability

Source: Researcher’s computation, 2016

This shows that there was a significant difference in the mean of respondents who agreed that effective
management succession planning has significant influence on Small and Medium Scale Enterprise’s
sustainability and those respondents who disagreed.

In the computation in Table 3(b), since the calculated value is greater than the critical value, the alternative
hypothesis was accepted while the null hypothesis was rejected. Thus, it is shown that effective management
succession planning is vital to the survival and continuity of small and medium scale enterprise. This result is
in agreement with earlier studies done by Christensen (1953), Trow (1961) and Ward (1987) who argued that
succession planning ensures business continuity, The respondents were of the opinion that if management
succession can be put in place that will ensure continuity of most of these small and medium scale enterprises.

The second hypothesis states that there is no strong willingness by the entrepreneurs to adopt the Management
Succession Planning in their business. The one sample test in Table 4(a) shows that the mean of the sample is
equal to 1.14, standard deviation is equal to 0.441 and standard error of the mean is equal to 0.82.

Table 4(a): t— test for willingness by the Entrepreneurs to adopt Management succession planning into their business.

Table 4a: One sample statistics

N Mean Standard Deviation Standard Error Mean

Are'you ready to adopt 250 ) L4 : 0.441 a, 0.82
management succession P i e
planning for your business?

Source: Researcher’s computation, 2016
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Table 4b: One Sample test for willingness for adoption of Management succession planning

Test Value =0
. 95%Confidence  Interval op e~
difference the
T df Sip(2 tailed) Mean difference Lower Upper
Are you ready to adopt 33.428 289 0.000 1.138 0.97 [ETH——
management succession

planning for your business?

Source: Rescarcher’s computation, 2016 -

This study examines entreprencurs’ willingness to adopt succession planning for their business at 951,
confidence interval and 289 degrees of freedom. The t — critical is 31.599 while the t — cal.culatcd was 33.428 ag
shown in Table 4b. The calculated value is greater than the critical value, the alternative hypothesis would,
therefore, be accepted while the null hypothesis would be rejected. Thus, it is shown thaF entreprencurs are
willing to adopt succession planning for their business. Management succession can work in Nigeria SMEs if
appropriate Succession planning principles were followed. This result is in contrast to the one by Poe (1980) in
which it was found that having a succession plan on board is problematic because of the business owner's
unwillingness. The other reason may also be duc to the entreprencurs fear of losing their central role in business
(Lansberg, 1998; Terdpaopong et al., 2013).

5. Conclusion and Recommendations

The study has shown that there is need for organisation to maintain stability of tenure for his key staff, for
continuity to be sustained in the organisation. ~However, with an effective succession plan, companies can
enjoy continuity in its operation. In conclusion, Management succession can work in Nigerian SMEs, if
appropriate Succession planning principles were followed by the entrepreneurs. Business owners and top
management staff of SMEs in Nigeria need to give consideration to these measures for them to enjoy the
benefit of management succession planning. These includes: Succession planning should be the responsibility of
the management or owners of the business and not that of the employees. Small and medium scale business
owners should recruit competent and qualified employee to run the affairs of their enterprises. There should be
more encouragement on the part of the government, for entrepreneurial development. The entrepreneurs should
also encourage their children to have knowledge about the business they are doing; this will develop early in the
children, favourable attitude towards entrepreneurship.
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