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Abstract:

The study examines the effect of succession mentoring on sustainability of family-owned business in Lagos and Ogun States
of Nigeria. The descriptive research design was used to study 1,806 family-owned businesses registered in the states
(NAMSE, 2012). The stratified sampling method was used to select 327 enterprises from the two states. Questionnaire was
the main instrument for data collection measured on a 5-point Likert scale from Strongly Agree to Strongly Disagree. Data
were analysed using the Pearson’s Correlation statistical technique with the aid of SPSS software. The findings of the study
reveals that succession mentoring significantly affect sustainability of family-owned business (r = 0.777; p<0.05) and
therefore recommends that entrepreneurs running family-owned businesses should recognise succession mentoring as a
sustainable ingredient for the economic growth of Nigeria.
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1. Introduction

Mentoring includes providing direction on the kinds of opportunities and experiences that the successor should pursue, evaluating the
successor’s performance, serving as a role model, explaining company dynamics and politics, and introducing the successor to key
contacts inside and outside of the company. (Suzzan, 2001 quoting Crego, 1997).

While business owners may assume that they themselves should mentor their successors, this can be a dangerous undertaking. Owners
preparing their children for eventual management of the business may find it difficult to differentiate between parenting and mentoring
tasks, and a successor receiving career guidance from a parent may find it difficult to “hear that advice in an unfiltered and open
manner” (Suzzan, 2001 quoting Lansberg , 1997). When available, a well-prepared non-family executive may prove the ideal mentor.
Such an arrangement offers the mentor an opportunity to deepen his or her relationship with the future generation of ownership and to
strengthen his or her job security by ensuring the future success of the business (Suzzan, 2001 quoting Crego, 1997). Regardless of
who officially serves in the role of mentor, mentoring is likely to be most effective when all involved in the business are committed to
the idea (Suzzan, 2001).

In this context, family members’ integration into the business, the grooming process that takes place to prepare the offspring for their
leadership role in the business, the deeply entrenched community values and family beliefs which allow the family business to have its
unique corporate culture and to develop its own governance model through its family council, were all found to contribute
significantly to the continuity and survival of family firms. Several studies suggest that survival of family firms require commitment
and proper grooming of family members (Kuratko, Hornsby & Montago, 1993; Handler, 1990; Churchill & Hatten, 1987). Schein
(1983), and Hollander & Ellman (1988), suggest that family members’ commitment to the family business is determined by the degree
of involvement in the business and the way they were integrated into the business.

1.1. Statement of Research Problem

The essence of succession planning is crucial especially among small and medium businesses as they cannot afford to withstand
various major setbacks for continuity and sustainability in developing and developed countries alike (Abdullah, Hamid & Hashim,
2011). Nigeria is not exceptional to this. Sustainability in businesses contributes to sustainable economic growth and development. In
this context, family-owned businesses, their presence and sustainable development is believed to contribute greater impact on the
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economy as Small and Medium Enterprises (SMEs) that constitute a significant proportion of family-owned businesses in many
countries (Abdullah, Hamid & Hashim, 2011)

However, it is observed that, the succession process usually begins with a partial transfer of managerial responsibility with succession
actually occurring when the other assumes the role of Chief Executive Officer. Thus, succession is seen both as a process as well as an
event. This feature is unique to the study and it is expected to show that by modeling succession in this manner, we will be able to
capture a richer set of relationships and causal effects of effective mentoring on sustainability and survival of family-owned business;
an indicator of a successful transition is thus the timely hand over of managerial responsibilities, including the final assumption of the
CEO position (Phan, Butler & Lee, 2005 quoting Rachlin, 1985; Magrath, 1988).

1.2. Research Objective
To determine effective succession mentoring strategy for sustainability of family-owned business.

1.3. Research Question
To what extent does succession mentoring affect sustainability of family-owned business?

1.4. Research Hypothesis
Succession mentoring does not significantly affect sustainability of family-owned business.

2. Literature Review

The American Society for Training & Development (ASTD) is the world’s largest association dedicated to workplace learning and
performance professionals. ASTD’s members come from more than 100 countries and connect locally in 136 U.S. chapters and 25
global networks. Members work in thousands of organizations of all sizes, in government, as independent consultants, and suppliers.
ASTD has widened the profession’s focus to link learning and performance to individual and organizational results and is a sought-
after voice on critical public policy issues.

ASTD defined succession planning as the process of identifying key positions, candidates, and employees needed to meet the
challenges that an organization faces in the short term and in the long term (Russo & Mitchell, 2005). The research team also noted it
includes the process of developing and advancing employees in the succession pipeline. To validate the definition, we considered a
variety of other characterizations that appear in the business literature and in common usage. The HR Council for the Voluntary &
Non-profit Sector (2009), a Canadian professional and advocacy organization, defines succession planning very simply: the
“identification and development of individuals with a high potential for taking on leadership positions.”

Human resources expert Susan M. Heathfield takes a more wide-ranging view that extends beyond top leadership positions. She
defines the term as follows: “A process whereby an organization ensures that employees are recruited and developed to fill each key
role within the company. Through your succession planning process, you recruit superior employees, develop their knowledge, skills,
and abilities, and prepare them for advancement or promotion into ever more challenging roles.” (Heathfield, 2009).

Some empirical evidence suggests that failure to plan is a primary cause for poor survival of family firms. Christensen (1953) suggests
that succession planning as a process should include identifying the pool of potential successors, designating the successor, and
notifying the successor designate and other management leaders of the decision made. To this set of activities, Lansberg (1988) and
Ward (1987) add the need to train the successors and to formulate a vision of the company after succession, whereas Sharma, Chua,
and Chrisman (2000) emphasize defining a role for the retiring CEO. Handler (1989) cited lack of succession planning as a major
cause of the high mortality rate in family businesses and noted that succession planning does not take place in most family firms.
Failure to plan for succession has been cited as the primary cause for the poor survival rate of family firms (Beckhard and Dyer, 1983;
Dyer, 1986; Handler, 1989; Poutziouris, 2000). Morris et al. (1997) and Morris et al. (1996) find in their empirical research that tax
and wealth planning and a written succession plan are positively related to the smoothness of the transition.

In the works of Onuoha (2012) on professionalizing family business in Nigeria, it is found out that business in Nigeria lacks the
critical criteria to survive into generations, no planning, no succession, no mentoring etc. Entrepreneurs and SMEs are agents of
economic and technological advancement. The quest for Nigeria to be one of the biggest twenty economies in the year 2020 in the
World can only be achieved by having thousands and millions, of well managed and professionalized Small-to-Medium enterprises,
majority of which are family businesses.

In their study on Growth, Sustainability and Inhibiting Factors of Family Owned Businesses in the South East of Nigeria, the paper
presents and discusses the various challenges in family owned businesses in the South East of Nigeria. The attitudes of business
owners in the region and inadequate planning that often lead to the limited life span of most businesses (Onuoha 2012). The responses
from two hundred and fifty small business owners/executives in the South East of Nigeria confirmed that family owned businesses
suffer many management and attitudinal problems ranging from individualistic spirit, lack of planning and basic information, lack of
political awareness, wrong line of business, and poor book keeping among others. The implication is that businesses start and fail,
rarely succeeding the owner. It is strongly recommended that business owners should invest heavily in training and courses locally and
abroad to sensitize, orientate and change their mindset as well as adequately develop their management skills and abilities. It is also
imperative for business owners to adequately scan the Nigerian business environment so as to identify the opportunities and threats
therein, and develop the various techniques that will help them to adapt to the changing environments as they emerge (Onuoha 2012).
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An empirical work conducted by Singhry (2010), on some family business owners in Bauchi State of Nigeria, shows that about 90
percent of the businesses are family owned and controlled. Even in the smoothest-running family businesses, issues as managerial
succession create conflicts. Understanding what prevents family business transition to next generation is important because lack of
succession plan can threaten the future/continued existence of the firm and the harmony of the family, not to mention the interest of
the national economy. Although research on management succession is a central topic in the family business literature, little interest
has been given to understand the factors that prevent the transfer of managerial control in Nigeria’s family businesses.

Eshu, Mohd & Adebayo (2011), based their various arguments and the conceptual framework on the proposition that founder,
successor and environment will jointly affect family business continuity and true succession will mediate the relationship between
Founder, successor and environment, and family business continuity.

Also, Onyima (2011) found out that succession in family owned business in Nigeria is by accident since most of them are forced into
retirement by sickness or death. Little wonder that there is high rate of business failure once the founder/owner dies. Succession
problem prevalent in family owned businesses could be reduced if business owners and managers could see succession as integral part
of management function and approach it strategically.

Similarly, Lam (2009) reported that the high possibility of family business failure has made the issue of succession the most critical
one. He further noted that the effect of family business discontinuation is very dangerous and devastating as it could lead to loss of
jobs and family assets as well as family relationships. However, in spite of the importance of succession to the continuity of family
business, studies solely focusing on succession and how it affects sustainability of family business seem to be very limited and scarce.
For examples, the only studies found are by Lam, (2009); Ramona, Hoy, Poutziouris, Steier, (2008); and Handler, (1994). This shows
the issue of succession and how it affects family business continuity is crucial to be addressed.

Most of the above researchers have urged to foster greater understanding of family business by looking into its other aspect such as the
sustainability of the family business in relation to succession. Moreover, succession only is not enough and it should come together
with the sustainability of the business as this is clear evidence that more often people are concern with who to succeed the owner of
family business while the issue of family business sustainability is left unaddressed.

Sahrma, Chrisman & Chua, (2003) in Christensen (1953) suggest that succession planning as a process should include identifying the
pool of potential successors, designating the successor, and notifying the successor designate and other management leaders of the
decision made. To this set of activities, Lansberg (1988) and Ward (1987) add the need to train the successors and to formulate a
vision of the company after succession, whereas Sharma, Chua, and Chrisman (2000) add defining a role for the retiring CEO.
Consequently, this study examines the issue of succession mentoring and how it affects sustainability of family-owned business with a
view to providing a framework in guiding toward better performance and survival.

3. Methodology

The population for the study comprise 1,806 family-owned businesses in Lagos and Ogun States of Nigeria (NAMSE, 2012). The
stratified random sampling method was used to select 327 family-owned enterprises. Questionnaire was the main instrument for data
collection measured on 5-point Likert scale from Strongly Agree to Strongly Disagree. Data were analysed using the Pearson
Correlation statistical technique with the aid of Statistical Package for Social Sciences (SPSS).

4. Results and Analysis
Succession Mentoring Firm's Sustainability
Mentoring Pearson Correlation 1 0.777(*%)
Sig. (2-tailed) . 0.000
N 327 327
Firm's Sustainability Pearson Correlation 0.777(*%) 1
Sig. (2-tailed) 0.000 .
N 327 327
** Correlation is significant at the 0.01 level (2-tailed).

Table 1: Relationship between Succession Mentoring and Firm’s Sustainability

The table reveals a value of r = 0.777, p < 0.05 showing that mentoring accounts for about 78% of the firm’s sustainability indicating a
positive significant relationship between the variables; hence we conclude that succession mentoring  significantly affect the
sustainability of family-owned businesses.

5. Discussion

The result is in line with several studies which suggested that survival of family firms require commitment and proper mentoring of
family members (Kuratko, Hornsby & Montago, 1993; Handler, 1990; Churchill & Hatten, 1987). In addition, the studies of Schein
(1983), and Hollander & Ellman (1988), corroborated this that family members’ commitment to the family business is determined by
the degree of involvement in the business and the way they were integrated into the business. The empirical works of Wang, Watkins,
Harris and Spicer, 2004:62; Langsberg and Astrachan (1994); Grote, 2003:122; Langsberg (1999); Chrisman, J.J., Chua, J.H., and
Sharma, P. (2005); also support the research finding that the successor should have a clear idea of expectations and the process to be
followed as communicated by the incumbent. In support of this result also; Danco, (1982) found that mentoring by parents has been
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discouraged because of the many other roles they already play but that it has also been highly encouraged as the only way of making
sure that the owner's knowledge get passed on to the successor.

The low level of interest and commitment of family members may in fact hinder the growth and sustainability of the family business.
(Ibrahim, A.B. & Ellis, W. (2006)). Hollander and Ellman (1988), contend that the founder should develop the appropriate culture that
integrates the family into the business effectively.

The family business culture according to Harris, Martinez and Ward (1994) is based on shared values and vision and these values and
cultures are learned through mentoring and grooming. Most effective firms are those with a clear and consistent vision of their
families (Ward & Aronoff, 1994). Interestingly, the present study suggests that family meeting is critical to the continuity and survival
of family firms.

The new successor must be properly mentored, groomed and tutored on how to strike a balance between control, professionalism and
human relations within the family business upon taking-over so as to retain and motivate the key managers in the family business.
This finding underscores the works of Ogundele, Idris and Ahmed-Ogundipe, (2012) that mentoring the successor helps the firm’s
survival and sustainability.

The work is also in agreement with Le Breton-Miller et.al (2004) that mentoring relationship in which two parties work together for
some time is found to be both common and useful in succession, they also noted that the shift of power and authority typically takes
five to seven years, and that the incumbent needs to move gradually away from active involvement in the FOB for a favorable
succession to occur.

Their work also found out that early exposure to the business allows the successor to become increasingly familiar with the company,
its culture and values, and its employees. It also provides the opportunity to develop capabilities needed by the firm. Mentoring also
helps the successors to build relationships and credibility by successfully moving up the organizational ladder. Dyer (1986, p. 128)
highlights a classic training tool used by family business: the mentor. Mentors act as counselors and instructors and “use their
knowledge of the culture of the business, the governing board, and the family to teach the neophyte all the subtle nuances associated
with being a manager in the family dominated enterprise”.

Le Breton-Miller et.al (2004) also believed that mentoring begins at home in form of apprenticeship. The transfer of knowledge—
explicit and tacit—may start at the dining table, subtly and imperceptibly, build up during summer jobs at the company, and continue
through a career at the FOB. That transfer, we have seen, is facilitated when a close relationship exists between the successor and the
incumbent. The latter may pass on a set of values, “tricks of the trade,” specific know-how and knowledge, as well as a valuable
network of contacts.

Onyima (2011) also supports the need for mentoring, that the successor needs to be trained and equipped with necessary skills and
knowledge, that there is need to ensure orderly transfer of power and smooth flow of operations, which can only be possible through
proper mentoring and grooming.

6. Conclusion

Family members’ involvement and commitment are critical to the continuity, survival and sustainability of the family business. The
family business culture is based on shared values and vision and these values and cultures are learned through mentoring and
grooming. Mentoring is therefore essential to provide direction on the kinds of opportunities and experiences that the successor should
pursue, evaluating the successor’s performance, serving as a role model, explaining company dynamics and politics, and introducing
the successor to key contacts inside and outside of the company. The study therefore recommends that entrepreneurs running family-
owned businesses should recognize that succession problems especially mentoring, can constitute a great threat to the sustenance of
the business and constitute a clog in the economic development of Nigeria.
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