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ABSTRACT
In today’s turbulent environment of organizatioasange has become synonymous with
standard business practices as long-term orgammedtends have to be reformulated on
an ongoing basis. Market dynamics have createdettyds for public organizations,
with the emergence of the global economy, advantdsechnology, increased societal
demands, and the need to provide more social ssrviith fewer resourceas well, a
widespread desire for increased organizationaltisgrinas increased the pressure for
change, given more accessible globalized informatigstems and heightened media
attention critical of government inefficiencies service delivery. The objective of the
study was to establish the influence of change gemant and succession in family
owned small and medium enterprises in Nairobi afée. study used descriptive survey
research design. The population of the study wa&sfatily owned small and medium
enterprises registered in Nairobi County. The studgd stratified sample in which 60
small and medium enterprises were selected fostindy. The study used primary data
that was collected through self-administered qoastires. The data was analyzed using
the Statistical Package for Social Sciences (SR8fyare and presented using tables
and figures. The findings of the study was thainggamanagement was adopted by the
SMEs in order to be competitive in the market asnges have occurred in the business
environment occasioned by technological advance$pbatization, changing
demographics, economic and political factors. Thange management practices that
were adopted by the SMEs were found to be quadiégérship, long term succession
planning, open planning of leadership transfer, nopéd effective communication
between the founders and succeeding generationgand management practices.
Smooth succession was achieved through full comemtnby family and non family
members, trust and respect to the successor, snmawtthover, good relationship and
formalized rational and objective criteria. Thedstdound out that successful succession
of family owned businesses was affected by abdftguccessor, criteria for selecting the
successor, conflict among family members, use bkmimechanisms to decide the
successor as opposed to merit and goals of famdybasiness overlap.



CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

Organization’s sustained competitive operation nalistiys be anchored on a continuous
renewal of the organization’s structure, directioform of strategy, and capabilities to
serve the ever changing needs of the internal atdrr@al customers (Moran &
Brightman, 2001). This clarity of organizationalrpase is ably reflected in the vision
and mission of such establishments, characterizgdelaborate clear planning an
involvement of all the relevant stakeholders intieimation; a common practice is well
structured and managed institutions. Small anditedEnterprises being predominantly
owner-managed, is not an exception to operatiomhé ever changing environment,
where clarity of purpose and continuity must belvpénned out (Burnes, 2004). The
constant renewal of the direction of such orgaronstto adapt to the market changes
and sustain competitive operation, becomes of greatern, when the owner-manager
who is the soul custodian of the organization’sorisand mission have to give way. This
cannot over emphasize further, the importance ameimtha on how to manage
succession in family owned small and medium enisgpr with particular reference to

those within Nairobi County.

The increasing importance of Small and Medium FEnmises ownership change
management is a global phenomenon brought aboundnket forces, technological
advances, personal career aspirations and undgrigemographic changes of the

population (Corron& Blackburn 2001) Nairobi counitgs a total of 600 registered Small



and Medium Enterprises broadly classified undevises, commercial and trade and
light manufacturing. The Small and Medium Entemgsihave been identified as key to
the economics future contributing over 50% of neMs| created in the year 2005,
however with worrying trend of three out of five &iinand Medium Enterprises going
under within the first few months of operation (KB807). This makes the case for the
whole importance for continuity in operation of Shaad Medium Enterprises well after
the owner-manager has outlived his/her engagenvetit the establishments.
Management of change in Small and Medium Enterpngighin Nairobi County is of
great importance to ensure continuity in the ecdonogrowth, and employment

contribution.

1.1.1 Concept of Change

Ansoff and Sullivan (1993) define change as anypéa or unplanned transition from
one scenario to another, it is also known as makmagerial difference in something
compared to earlier state, transforming or conmgrsomething or simply becoming
different. In business entities, change could rafigen: technological infrastructures,
markets or marketing strategies, management andialeenaking practices and organs
among others.Ever than before, modern day is cteaiaed by ever-changing
environment owing to global economy, expanding reerknew ways of doing business
and technological changes. Organization must, fbiexefind ways for operating by
developing new competences as the old advantagksanpetences gained is quickly
eroded (Johnson and Scholes 2002).Because of ¢héhtst changes are a necessity in

private as well as public sector, every organizamaust change with the environment



otherwise, it would become irrelevant Jeff (200@tes that change management is the
process tools, and techniques to manage the p&othlen organization to achieve the
required business outcomes and realize the chaffigetieely within the social
infrastructure of the workplace. It is a set ofqtiges or processes employed to ensure
that significant changes are implemented in anrbrdeontrolled and systematic fashion

to effect organizational change (Burnes 2000).

1.1.2 Business Succession

Daily and Dollinger (1992) define family businessane in which majority of ownership
and control lie in one family and include intenti@ntransfer management and ownership
right to next generation within the family. Thussimess succession in family owned
business could denote the entire process of tnaatfavnership right from a predecessor
to a successor. Succession change occurs withipghed when founder involuntarily
exist the business through death or the busines=eds period of time the owner wishes
to stay in the business. Business succession ikrmgd process not an event. It is
achieved through succession plan. (Rodrigo 2013nhelesuccession planning as a
process of identifying and preparing suitable emgés through mentoring, training and
job rotation to replace key players within an oligation as those players leave their
position for whether reasons such as retiremengrazement and attrition. Succession is
in family owned business is the process througichviihe predecessor the management

and ownership right to successor within the family.



Managing business succession is done through siocngslanning which is an ongoing
dynamic process that identifies, assesses, andogetadent to ensure that organization
can keep with changes in work place and market. fbbhes of succession planning is
however on leadership and other position critiodlte mission of the organization at all
levels. Succession especially in a family ownedri®ss is a process rather than an event.
So the sooner the family business start the pratesbetter their chances of success. In
fact it should form part of a strategic plan. Innpaases, business owners give thought
to a succession plan but they put off the impler®m. This can cause a serious

problems if the founder leaves the business edhar planned due to death or illness.

For family owned Small and Medium Enterprises clagdiands can be an enormous
worry to its employees about their future in thenpany or whether the company will
change direction or not. Change in ownership aleate a state of disequilibrium as
people react differently to changes, some thriveitprwhile others prefer stability.

Change management should represent a continuousiranttaneous process (Weir and

Ling 1998).

1.1.3Change Management Concept

According to Johnson and Scholes (2004) change geament is the deliberate and
coordinated action taken to transform an orgaromatio overcome environmental

challenges inorder to achieve its objectives. kolmes various activities including

communication, training, education programs measarg systems and compensation

programs that are used to manage change at orgjanaldevel (Kotter& Cohen 2002).



For successful change in an organization, managersequired to have the ability and
competence to manage change (Balogun and Haile§)2@iccessful management of
change ensures smooth and timely implementationcldnge and also reduces
uncertainty and increases an organization’s pradticthus allowing the organization to

function efficiently (Burnes 2004).1t help guide arganization’s response to changes in

its environment and enables it anticipate futurange.

More than before, the modern day is characterizeeler changing environment owning
to global economy, expanding market, new ways ohgldusiness and technological
changes. Organizations must therefore find waysopérating by developing new
competences as old advantage and competenciexktygeroded (Johnson and Scholes
2002).Because of the fact that changes are a ngcesprivate as well as public sector
every organization must change with environmeritetise, it would become irrelevant
Jeff (2007) states that change management is duegs, tools and techniques to manage
the people within the social infrastructure of therkplace. It is a set of practices or
processes employed to ensure that significant a@sage implemented in an orderly,

controlled and systematic fashion to effect orgaimimal change (Burnes 2000).

1.1.4 Family Owned Small and Medium Enterprises irNairobi

Family owned business is by definition a businessvhich the majority of ownership
and control lie in one family and include the iriten to transfer the ownership and
management from the founder generation to the mettiin the family Daily and

Dollinger (1992).Barry (1995) define a family busss as “an enterprise which in



practice is controlled by the member of a singlaif and that is expected to be passed

from one generation to another.”

Donnelley (1998) described the family businessresabosely identified with at least two
generations of a family and when this link has lhachutual influence on a company
policy and on the interests and objectives of draify. The family in this case does not
only influence the company policies but also ddes bver time and over generations.
All these definitions point at three dimensionsaadamily business i.e. ownership, control
and succession. Of the three dimensions successsitba main focus of its research. The
term Small and Medium Enterprises cover a wide eang definition varying from
country to county. Although there is no universadlgreed definition of Small and
Medium Enterprises commonly used criteria are nuntbeemployees, value of assets,

value of sales and size of capital as well asuh®oter.

In Kenya micro, small and medium enterprise bilDq2) define Small and Medium
Enterprises as business in both formal and inforsedtor employing 10 to 100
employees and that an annual turnover of 500,0D@000,000. There are about 600
SMEs registered in Nairobi County (Small and Medidnterprises register Nairobi area
2012). Categorized broadly as light manufacturseyyvices and commercial and trade.
Most of these are family owned Small and Mediumefmises. Small and Medium
Enterprises play an important role in the Kenyaneoay. According to economic survey

in 2006 the sector contributed over 50% new jolate@ in 2005 in Nairobi County.



Despite their significance past statistic indicttat three out of five businesses fail

within the few months of operation (KBS 2007).

1.2 Research Problem

In the current turbulent global business environtmhemange is imperative for the
survival and performance of business organizatidhsrefore, strategy formulation and
implementation is of essence and it should be poaotisly done to adapt to changes
brought by the turbulent environment (Mutzberg 1990nlike large business entities,
management in family owned Small and Medium Entsegris carried out by the owner
who carries out the owner-manager role. Therefcnenge in ownership of Small and

Medium Enterprises has strategic implication todbetinuity of the business entity.

Management of ownership change is a concept treatsban need by many Small and
Medium Enterprises to address the challenges to#t khe internal and external

environment pose to the operations of these emsegrAccording to the research done
to examine the nature and extent of organizatichahge in Queensland Australia by
Nicole Poole, it emerged from the findings that th&n change drivers in the Small and
Medium Enterprises possessed as moderate profrldation to management skills. The
funding further reflected the view that managensdezl to support forms of limited

employee participation and consultation (Poole,9200

Moderitt (2010) conducted a research on the impodgaf change management to Small

and Medium Enterprises to approach new membersiandproducts and / or services.



The findings of this research revealed that itngportant to have a Lewin’s model
approved which emphasizes planning as key to deaiga the effects of the operating
environment on businesses. Finally, Bowen, Morara Mareithi (2009) studied

management of business challenges among Small addiM Enterprises in Nairobi and
found out that these enterprises experience clygkemanging from competition, poor

security, debt collection, to lack of working cagbit

Owing to the paucity of empirical studies on famibpvned Small and Medium
Enterprises in Kenya, especially regarding managéntd change, this study is
motivated by the need to fill in this knowledge g&wonsequently it will attempt to
investigate how family owned Small and Medium Eptisies within Nairobi county,
Kenya apply management of change to adapt to fleeteadf turbulence in the operating
environment. It is against this backdrop, that shedy will examine the challenges of
management of change by family owned Small and MedEnterprises in Nairobi
county to address the challenges they face in theagement of succession. The
guestion is; do family owned Small and Medium Eptisies in Nairobi county employ

any change management strategy on succession gPoces

1.3 Research Objectives

I.  To establish whether successful succession in yaavined Small and Medium
Enterprises in Nairobi depend on change managepmnacatices adopted.
ii.  To determine the challenges of succession in faowyed enterprise in Nairobi

area.



1.4 Value of the Study

The study is useful to the following stakeholders.

Family owned Small and Medium Enterprises will lideato adopt as their succession
strategy in transition from founder generationrte hext.

Academician and researchers will gain from the taldito already existing body of
knowledge (there are many researchers on familyedv®mall and Medium Enterprises

but research in this succession management isy3cant

Government agencies will benefit from results inedmining future policies that could
be formulated to successfully impact on this seddatential investor in this sector will
learn the dynamic of business before committingtahg-inancial institution will be able

to gauge.



CHAPTER TWO: LITERATURE REVIEW

2.1Introduction

This chapter covers literature on the relevant rittemal review, business succession,
change management process, challenges of businessssion in family owned small

and medium enterprises and business successiachangde management.

2.2Theoretical Foundation of the Study

There are different theories on succession planeach identify own paradigm and
concept on family own businesses. Some of theseridseinclude: Game theory of

leadership model theory and requisite organizateory (RO).

2.2.1 Game Theory

Game theory simply extends this concept of inteeddpnt decisions in which the
options being evaluated are functions of the playaroices. One of the most significant
challenges to enduring family business is the meod passing leadership of a firm from
one generation to another. Game theory positioelfitas a model for examining

succession as a set of rational but interdepenttesites made by individuals about a
firm’s leaderships. The primary contribution of gantheory is demonstrating the
application and understanding the decisions andcoouts of succession events

(Dunemann and Barret, 2004).
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2.2.2 Leadership Model Theory

Leadership model theory proposes that to ensuetship succession is in place the
company should maintain redundancy in managementtste to maximize coverage
plan ahead for retiring executive by appointing suecessor before the current leader
leaves, groom selected internal candidates by alpwhem to shadow the current
leaders and finally prevent conflict by making leeship changes swiftly (Ibrahim
Sonfani and Lam 2001). The theory is seen in thsiness world with companies
promoting on existing leadership structure to reteontrol of business strategies and
organizational direction. Successful businessese héine potential to survive their
founders. Business succession is the processuwofriggout how a company will continue
to operate after its founders or leaders are nadoractively involved. Because
leadership styles and models also vary based orwthe an organization has been

managed (Bjuggren and Sand 2001).

2.2.3 Requisite Organization Theory

According to requisite organization Theory an empbss potential capability is the key
factor in identifying talent within a successionmagement strategy and is a measured in
the unit of time — horizon. An individual ‘s timeherizon is the length of time into the
future that if he /she can plan and work makingngland carrying them out on the future
requires an increasing amount complex mental psiegshe further the distance into the
future. It follows that ability to handle complexibf mental processing is proportional to
potential capability. Therefore one’s ability t@plinto the future or time — horizon is the

unit by which potential capability is measured (&dard and Zacharakis 2000). Within

11



this theory managers once removed (MORSs) evaludierdinate once removed (SORS)
and subordinate twice removed to determine potectagability. With organization

identify critical talent within a succession managat strategy by plotting employees
age and time — horizon on a potential progressiata dheet. This data sheets allow
organizations to visualize the career trajectoryeafployees and select succession

candidates accordingly (Bird, Welsch, Astractiod &istrui 2002).

2.3 Business Succession

Various researches indicate that only 30% of faraigned firm in USA survive to the
second generation of family ownership. 15-16% savio the third. Another study
documented that only 30% of family businesses inrg&ch the second generation and
only 13% survive to the third generation. In Kenlgeee out of five Small and Medium
Enterprises go under within the first few monthstloé operation (KBS 2007). This
indicates that it is universal and independentudfucal context or economic / business
environment that few family businesses survive beythe first generation (Astrachan

and Shanker 2003).

According to (Bjuggren and Sand 2001) an oftendciteason for low survival rates
among family businesses is the practice by familkebanding over their businesses to
their offspring, instead of more competent profesal managers. It was suggested that
third generation being born with a silver spoorkldee drive to sustain let alone expand
the family business. Instead they take the accamplents of their parents and

grandparents for granted and concentrate on maxignthe enjoyment of the fruits of

12



labour of their ancestors. A number of studies wutcsssion planning have been
conducted to identify the factors that are impadrtanensure a successful hand over of a
family business from one generation to anotherdi®suhave suggested that failures and
breakups of family business occur due to powergglas and internal feuds amongst
sibling and members of extended family to give huigrtcontrol roles in the management

of the businesses and to relinguish control andgpamvthe businesses (Klein 2000).

As a result of historical evolutionary reasons, mosuntries have family businesses
contributing the largest category in terms of owh@s. About a third of the companies
listed in fortune 500 are family businesses (Le@420Since they normally do not have
short term orientation but are interested in gragwilamily wealth with necessary
precautions and different set of strategic goalmmared to non-family owned private

companies, their long term contribution to econasngignificant.

Families that successfully survive three or founegations have complex web of
structures, agreements, councils and forms of atability to manage their wealth (Jeffe
and Lane 2004).Reflecting on the complexity of phecess involved succession planning
has been an area of keen interest for researcknganizational transition from

entrepreneurial stage to a system driven profeaBjomanaged firm is not easy and
involves evolution, revolution and crisis. Also thes often simultaneous process of
transformation taking place in the family and besms with the size of activities of both

growing (Chrisman and Chua 2003).

13



Although management succession are key concern lafge number of businesses,
families do not devote enough attention to the @sednvolved. A study by (Watts and
Yucker 2004) has reported that families hesitateatliress this issue. Succession
dilemma is also closely related to the family pglion entry of new generation,

retirement of incumbent and mechanisms for resglemnflicts.

2.4 Change Management Process

The emerging need for change in an organizatidree#s result of its in any other way
and form the change should take makes it necessaian on how the intended change
will be achieved (Burnes 2004). Change in an ogion must be managed in order to
direct an organization towards achieving it goad abjectives. A change process that is
not managed is not likely to accomplish somethind produce unintended, detrimental
effects such as poor morale, loss of trust in memamnt workplace jealousy and lower
productivity. There is no general formula for manggchange and no matter what
change an organization undergoes managers needrtagea the change process (Jones
2004). There are various models that organizatianager may apply in the management
of change in a number, depending on the natureh@fchange being implemented,

planned or emergent change.

There are several models of planned change onehafhws Kurt Lewin’s 3 — stage
model that views organizational change as takiagelin a three process for successful
organizational change namely unfreezing the orgdioz from its present state, making

the change which present a new alternative intnogua clear and appealing option for a

14



new pattern of behavior and the third and finap stevolves refreezing the organization
in the new, desired state so that its members tloenert to their previous work attitudes
and role behavior (Jones 2004). It requires thengbd behavior be reinforced both
formally and informally in the organization. Bullo@nd Baltan in 19995 proposed a 4

phase model of planned change.

The first phase of this model is the exploratioagghwhich involves becoming aware of
the need for change and deciding on the specigngés. It further involves committing
resources to planning the changes; searching émnaultant or facilitator to assist with

planning and implementing the changes.

The second phase is the action phase which invoirgdementing the changes
evaluating the implementation activities and giviagdback back the result to make any

necessary adjustments.

The third and final phase is the integration phagech involves consolidating and
stabilizing the changes so that they become parnarimal everyday operations,
reinforcing new behavior through feedback and reveypstems and gradually decreasing

reliance on the consultant.

Another model of planned change is action resedesteloped by Lewin in 1996 which

is a 5 — step research on action aiming at makatigra undertaken effective. The first

step in this model is that of diagnosing the orgation which requires a powerful

15



member or manager of an organization to recogrmeeeixistence of a problem and
acknowledge the need for change. The next stepidentify the future state desired for
the organization by making decisions on the orgstion strategy and structure. The third
step is implementing the proposed action which Ive® managers identifying possible
impediment to change, deciding on who will be masgipropriate to change the
organization. The fourth step is evaluating theoacthat has been taken and accessing
the extent to which the changes have achieveddbieadl objectives. The last step of this
model is institutionalizing action research whictvalves making the required change

permanent.

There are several models of emergent change ong lmgjical incrementalism advanced
by Quinn (1978). This model argues that organimaiochange does not come into
existence as some long term plan but emerges ioverin an incremental way. However,
this incremental way is not random but logical @s mmanagers make changes and take
strategic decision as they learn by implementingalbrateps of strategies. Logical
incrementalism involves developing patterns of g®anncrementally in creating
awareness and commitments, making tactful shifiditey to partial solutions, solidifying
the progress incrementally by focusing on the dagdion to create commitment,
manage coalitions and formalizing commitment. Hypahtegration of process and of

interest involves the establishment of measurirdgrawarding key thrust.

The processual model, another model of emergentgehavas advanced by Dawson P.

(1984). This models views organizational changgasg through a continuous process

16



rather than a series of linear events within amgperiod of time. It views the outcome of
change as occurring through a complex interplagitbérent interest groups, goals and

politics.

According to this model the management of changgnisewith the conception of the
need for change this may be in response to soneenaxktor internal pressure for change
or a belief in the need for change to meet futmpmetitive demand. The next step in
change management is to have an organization goighrthe transition and involves
different tasks, activities and decisions beingartaken by individual groups within and
outside of the organization. These tasks are aiaechplementing the change. At this
point, strategic decisions are made. The final ®dpe operation of new work practices
and procedures which refer to the period when negarozation arrangement and
systems of operations, new pattern of relationsreavd forms of working practices begin

to emerge and are eventually adopted.

2.5 Challenges of Business Succession in Family GeehSmall and

Medium Enterprises

Any family owned business is composed of both ailfaand a business. Although the
family and business are separate institution edtthit8 own members, goals and values
they overlap in family firm. The family’s primaryfction is the care and nurturing of
family members while the business is concerned thighproduction and distribution of
goods and services. The family’s goal include teespnal development of each member

(sometimes with scant concern for limitation in léles) and the creation of equal
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opportunities and rewards for each member whilenless goal is to create value for the

customer and wealth for the firm’s owners.

Many businesses do infact provide employment tatikeds regardless of their
gualifications and keep them on the payroll eveerdaheir poor performance has become
obvious to everyone. This not only diminished tffeativeness of the company but those
practice also demoralize competent employees. Agbss grows inherent differences in
business and family value and commitment emergedrral conflict may arise among

family members, the spouse, parents, in laws riegult failure in business.

Many business founders hesitate to let go of tbesinesses because their personal
identifies are so wrapped up in their companieser@we a founder’s identity become
intertwined in the business that in the entrepréseuind there is no distinction between
the two. The attitude is “I am the company anddbepany is me.”Another challenge is
planning for succession owners are forced to acteptpainful reality of their own
mortality. Turning over the reins of a businessythave sacrificed for, fretted over and
dedicated themselves to for so many years is eglsedifficult even if successor is a son
or daughter. Another reason is that many familyirmss founders believe that
controlling the business also give them a degreeootrol over family members and

family behavior.
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2.6 Business Succession and Change Management

The very essence of the family owned businessaisitlis passed from one generation to
next through smooth well managed change processtift can break the firm’s future

success. What set family business apart is theireoship model and the fact that the
firm passes from one generation to the next. Ttamsfrom one generation to the next is
one of the biggest risk facing any family owned ibass. There need to be a change
management plan to be able to substitute theiabilif the owner or manager. Although
this is true for all key personnel in the busindssre is concern with the change of
ownership and / or management positions held byilyjamembers in the business

(Shepherd et a 2000).

According to Lee (2004) many family business advisaederstand if a family enterprise
is to succeed through multiple generations, eacterg¢ion must be ready and able to
accept the ownership responsibilities as well asefiethat come the control of a large
complex enterprise. Only then will the family ownledssiness achieve what many see as
the ultimate goal of dynastic family enterprisesccession across generations. Some
energy devoted to management succession must lea ¢vownership succession in
order to avoid the all-too-familiar history of fad multi-generational family enterprises.
Families have the opportunity to introduce the fgrenterprise to future owners in a
positive way through sharing the value and legdy énterprise represent (Watt and
Yucker 2004). Through explicit communication anddaling, families can cultivate a
feeling in children that the business means somgthnd provides benefits beyond just a

source of dividends. Further future owners showdifo to be educated at an early age
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about the basis of ownership. This includes bugdiompetencies around governance,
financial literacy, asset protection, risk managetnghilanthropy and family enterprise —
specific concepts. It become even more challentpngnvision infant grand children as
the “future of the company” nonetheless, the swsfoésamily enterprise dedicated to
benefiting both the family and community is wellvesgd to begin the process of
structured preparation for ownership with the satikgence that is approaches

management succession (Klein 2000).

20



CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

The chapter outlines the overall methodology usedhie study for gathering and
analyzing data. This Includes the research dedigrget population of the study,
sampling techniques, sample size, sample frameg dallection methods, research

procedures and data analysis and presentation.

3.2 Research Design

The study used descriptive survey design. A deseeistudy was undertaken in order to
ascertain and describe the characteristics of #naes of interest in a situation. The
goal of descriptive study hence was to describedleant aspects of the phenomena of

interest (Best and Kahn, 2007).

The study obtained and described the views of éspandents with regard to the effect
of successful succession in family owned businéfdsen very little was known about a
topic or to explore a research question a deseeplesign was applied. Its descriptive

research variable was examined as it exists witinwatstigator interference (Yin, 2008).

3.3 Target Population

The target population of this study was 600 famiyned Small and Medium Enterprises

(SMESs) registered in Nairobi county that were imimas strata: light manufacturing,
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commercial trade and services, with specific aibento the owners and staff of the

family owned Small and Medium Enterprises.
3.4 Sampling Procedure and Sample Size
The study employed stratified random sampling veittarget of 100 registered family

owned Small and Medium Enterprises within Nairaaty.

Table 3. 1 Target Population & Sample Size

Type of SMEs Target Population Sample Size
Light Manufacturing 179 18
Commercial & Trade 263 26
Services 158 16

Total 600 60

3.5 Data Collection

The study used structured and semi structured iQuesires as data collection
instrument. Questionnaire was used because it thelpe researcher to collect large
amount of data in large areas within a short timestsaving time for the study (Orodho
2003). The questionnaires contained both open eadddclose ended questions which
was based on the research questions and objedtthe study. The questionnaires were

self-administered to the relevant respondent resede
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3.6 Data Analysis

On receiving the feedback from the respondentgjtiestionnaires was checked to ensure
for completeness and accuracy.th data was checkezhf/ errors or omissions (Kothari
2005). Descriptive studies which include mean atahdard deviation was used for
Likert scale responses to summarize the data whéefrequency tables was used to
analyze the general information and challengesdféigesmall scale business in change

management implementation.

Data analysis was done on the basis of the studi®fresearch which is to determine
whether family owned and small and medium enteegrig Nairobi area adopt change
management strategy in their succession and thdleobas they face in their

implementation.
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION

4.1 Introduction

The research objective was to establish change geamant and succession in family
owned small and medium enterprises in Nairobi. Te¢hapter presents the analysis,
findings and discussion. The findings are presentedercentages and frequency
distributions, mean and standard deviations. Al wit&0 questionnaires were issued out

and only 47 were returned. This represented arssprate of 78%.

4.2 Demographic Profile

The demographic information considered in the stwés the duration in business,

respondents’ highest level of education, and ttetioo held in the company.

4.2.1 Duration in Business
The respondents were requested to indicate theioluthey have been in business. This
was important in order to establish the influenteh@ange in their operations. The results

are presented in Table 4.1.
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Table 4. 1 Duration in Business

Years Frequency Percent Cumulative percent
Under 5 11 23.4 23.4

6-10 18 38.3 61.7

11-15 10 21.2 82.9

16 - 20 8 17.1 100.0

Total 47 100.0

Source: Author 2014

The results on the respondents duration in thenkssi indicate that 38.3% of the
respondents indicated that they have been in aperfar between 6 and 10 years, 23.4%
of the respondents said that they have been inatperfor less than 5 years, 21.2% of
the respondents indicated that they have beenenatipn for between 11 and 15 years
while 17.1% of the respondents said that the omgdioin has been in operation for a
period of between 16 and 20 years. The resultsatelithat the respondents have been in
operation for over 5 years and therefore they wtded the need for change management

practices in order to ensure successful operafitimedbusiness.

4.2.2 Respondents’ level of education
The respondents were requested to indicate theestigavel of education. The level of
education was important in order to show the infeeeof change management practices

on successful succession. The results are presientable 4.2.
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Table 4. 2: Respondents’ Level of Education

Years Percent Cumulative percent
Postgraduate level 2717 27.7
University 46.8 74.5
Diploma 6.4 80.9
Tertiary college 19.1 100.0
Total 100.0

Source: Author 2014

The results on the level of education show tha8%6of the respondents have attained
university level of education, 27.7% of the respamd said that postgraduate level was
their highest level of education, 19.1% of the oegtents indicated that tertiary level was
their highest level of education while 6.4% of teepondents said that diploma level was
their highest level of education. The results iatkcthat the respondents had adequate
level of education to highlight the influence ofaclye management on successful

succession of family businesses.

4.2.3 Respondents Cadre

The respondents were requested to indicate the aadhe business. This was important
for the study in order to determine the positiofdh®y the respondent in the company as
this determined the amount of information generated the influence of change

management on successful business succession.

26



Table 4. 3 Respondents Cadre

Respondents Cadre Percent Cumulative percent
Top management 387 38.7
Middle level management 10,9 49.6
Operation staff 50.4 100.0
Total 100.0

Source: Author 2014

The results in Table 4.3 show that the respondeattre was that 50.4% of the
respondents said that they were operation staff,98&f the respondents indicated that
they were in the top management category while%@®the respondents indicated that
they were middle management. The result implies tha respondents were from

different cadres thus the findings are represemati

4.3 Change Management Practices

Change processes are by nature complex, but they mawe clear priorities in order to
be manageable. Change programs and projects haneke sense from the beginning,
when the actual idea of change came into placealgliens involved in the change process
should recognize the need for change and that ehacgurs slowly and moves through a
series of stages. All the family SMEs were foundhéwe undergone change management
and this was said to have been necessitated byoedonand political factors,

technological advances, globalization and chandemographics. To survive and grow,
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the family businesses must adapt to changes in éngironment, if otherwise they lose

their ability to compete.

When the environment changes and the niche orlgifiléd by the organization either
becomes unimportant or is superseded, the org@mzatust change or die. Leaders of
family owned SMEs are responsible for bridging ¢fa between strategy decisions and
the reality of implementing the changes within tsteucture and workforce of the
organization and therefore in order to ensure ssfakimplementation of change in their
businesses, the leaders have been at the forafrantplementing change the family

owned SMEs.

The respondents were requested to indicate thegehamanagement practices in family
owned SMEs in a five point Likert scale. The ranges ‘not at all (1)’ to ‘very great
extent’ (5). The scores of very low extent haverbtken to represent a variable which
had mean score of 0 to 2.5 on the continuous Liseate; (& S.E <2.4). The scores of
‘moderate extent’ have been taken to representiabla with a mean score of 2.5 to 3.4
on the continuous Likert scale: (ZM.E. <3.4) and the score of both great extent and
very great extent have been taken to represent@bl@which had a mean score of 3.5 to
5.0 on a continuous Likert scale; (8.b.E. <5.0). A standard deviation of >0.8 implies a

significant difference on the impact of the vareabimong respondents.
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4.3.1 Change Management Practices

The respondents were requested to indicate the gehamanagement practices

implemented in their organization. This was importtor the study since the practices

enables the business to compete effectively witierobusinesses. The results were

presented in table 4.4.

Table 4. 4: Change Management Practices

family and extent to outside managers are needed

Change Management Practices Mean Std. Deviation
Good management practices and family relationship 3.650¢§ 7367
Establishing solid leadership succession plan 3.7467 .9154
Open and effective communication between the fouadd 3.8346 .8338
succeeding generation

Motivation, open communication and fairness witm fieamily 2.3334 .8165
employees

Bringing all family together to discuss businesd &amily 2.2667 9611
matters in a retreat

Forming family councils that provide a formal framak for 2.4109 .9856
the family’s ongoing discussion of family and bwesa owner|

Developing family business constitution that cardgua 3.7136 1.0601
business through times of crisis or change

By openly discussing and planning transfer of |esiig 3.9482 .8280
By taking succession as long term process thatldrsbart 4.0183 .9154
early in the successor’s life

By identifying quality of leadership talent availatin the 4,129/ .9904

Source: Author 2014
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The findings presented in Table 4.4 indicate thstrithution of responses on the change
management practices used by the family owned SNIEs.findings indicate that the
respondents expressed high level of agreementidbatification of quality leadership
talent available in the family and extent to outsichanagers was needed (mean =
4.1294); succession was being taken as a long f@ouness that started early in
successor’s life (mean = 4.0183) and openly disegsand planning transfer of
leadership (mean = 3.9482). The respondents fugkgressed high level of agreement
that in the family SMEs there is open and effectteenmunication between the founder
and succeeding generation (mean = 3.8346); sadidelship succession plan had been
established (mean = 3.7467); development of famalystitution that guide businesses
during times of crisis (mean = 3.7136) and good agement practices and family

relationship (mean = 3.6508).

The respondents expressed low level of agreemeframtion of family councils that
provide a formal framework for the family’s ongoidgcussion of family and business
owners (mean 2.4105); motivation, open communioadod fairness with non family
employees (mean 2.3333) and bringing of all fantdgether to discuss business and

family matters in a retreat (mean 2.2667).

The analysis implies that change management pesctii@re being implemented by the

family owned SMEs and these practices has seenbtilsgnesses identify quality

leadership from both within family and outside tigb early succession planning of
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transfer leadership. The businesses have good mares practices that are being used

in conjunction with open and effective communicatio

4.3.2 Successful Succession
The respondents were asked to indicate the meathaebtave been undertaken by the
family owned SMEs to ensure successful successidhis will ensure continuity of the

business.

Table 4.5: Successful Succession

Successful Succession Mean Std. Deviation

Smooth handover of management and ownership frem|3.6813 1.04654

predecessor to the successor

Formalizing rational and objective criteria foresgtion of [3.5297 .82808

successor

Good relationship among family members 3.6143 1.11270

Full trust and respect to the successor or by faant non{3.7619 .89974

family members

Full commitment to the successor by the family aod  |4.0158 91026

family members

Source: Author 2014
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The findings in Table 4.5 indicate distributionreEponses on measures that were taken
by the family owned SMEs to ensure successful ssige. The respondents were in
agreement to a great extent that there was fullhadment to the successor by the family
and non family members (mean = 4.0158); full trastl respect to the success or by
family and non- family members (mean = 3.7619); sthdvandover of management and
ownership from the predecessor to the successoanmrre3.6813); good relationship
among family members (mean = 3.6143) and that twareformalization of rational and
objective criteria for selection of successor (meaB.5297). The analysis indicate that
the family owned SMEs had taken measures to erthatethere is smooth succession
through full commitment by family and non family mbers, trust and respect to the
successor, smooth handover, good relationship andafized rational and objective

criteria.

4.4 Succession Challenges

The respondents were requested to indicate thdeolhak that were encountered in
succession challenges that faced the family owmneallsand medium sized enterprises.

The results were presented in table 4.6.
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Table 4. 6: Succession Challenges

Successful Succession Challenges Mean Std. Deviation
Goals of family and Business overlap 3.7333 9728
Conflict arising among family members 4.1648 9611
Postponing naming successor until just before dneden3.9567 .9904
step down

Late or inadequate exposing success or to business.|4.1049 .8837
Personal sense of attachment of the incumbenttiwth |3.4667 .8164
business

Naming successor not on merit but birth order 3.8062 .9904
Low ability by potential successor 4.2843 .8618
Lack of trust by family / non — family member on 3.8617 .8280
successor.

Not formalizing rational and objective criteria for 4.2517 .6399
selections

Meddling retiree syndrome (No environment of traustl (4.1943 7746
respect)

Source: Author 2014

The results indicate the succession challenges gntioe family owned SMEs. The
results show that the respondents were in agreetinainthe challenges encountered was

low ability by potential successor (mean = 4.284®)n formalized formalizing rational
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and objective criteria for selections (mean = 472)5Mneddling retiree syndrome (mean =
4.1943); conflict arising among family members (mea4.1648) and late or inadequate
exposing success or to business (mean = 4.1048)sithly further established that the
respondents were in agreement that postponing mgasuncessor until just before the
founder step down (mean = 33.9567); lack of trystamily / non — family member on

successor (mean = 3.8617); naming successor naheyit but birth order (mean =

3.8062); goals of family and business overlap (m8af833) and personal sense of
attachment of the incumbent with the business (meaB.5667) were challenges

encountered by the family owned SMEs.

It can be concluded that the family owned SMEs antered several challenges during
succession period and this affects smooth trangfemanagement. The challenges
emanated from the ability of successor, criteria $electing the successor, conflict
among family members, use of other mechanisms ¢@edhe successor as opposed to

merit and goals of family and business overlap.

4.5 Discussion of the Findings

The biggest challenge to managers and owners tigddne issue of how organizations
can cope with the dynamic environment in which tloperate given the constraints,
challenges and threats they face. Organizationsharefore operating with uncertainty
of change which varies from company to companyustiy to industry and country to

country.
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The family owned SMEs were found to have adopteahgh management in order to be
competitive in the market as changes have occumethe business environment

occasioned by technological advances, globalizatbanging demographics, economic
and political factors. Burnes, 2003) noted thaingjes occasioned by economic, political,
technological, cultural or social factors have &moorganizations to introduce change
management practices through use of systematic atetio ensure that change in
organizations can be guided in the planned directonducted in cost effective manner
and completed within the targeted time frame anith Wwhe desire result in response to
environmental changes. It is therefore up to tloemmbent on leadership to communicate
the company’s strategic goals and objectives irocgeate willingness to change among
those concerned for them to accept the new arramgesmIin essence organizations
would want everyone to buy in to the change; howete important issue is to win over

critical mass of individuals or groups whose actreenmitment is necessary to provide

the energy for change to occur.

Organizations are undertaking strategic changesder to align their business strategies
to the environment and match the resources andtagiof an organization to that of the
environment. Implementing change successfully talvior any organization, whether
private or public. Without implementation, even tim@st superior strategies are of no
use. The study established that in order to respedfettively to the changes in its
operating environment and achieve its objectivies,family owned SMEs have adopted
change management practices that include qualdgeleship, long term succession

planning, open planning of leadership transfer, nopéd effective communication
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between the founder and succeeding generation and igpanagement practices. These
results were consistent with Robin and Coulter §060ndings that organizations
implement strategic change practices that incladeding the change agenda, designing
the right change management, organization acceptand attention, momentum and
sustainable change management effects and stylemmaging change. The leadership
style of line managers during the change proceswires an important element to be
monitored during the change process. The activp@typthe ability to confront the new
challenges and the ability to support subordinatkesquately are all crucial elements of

this line leadership.

Successful organization succession enables thdyfawmined SMEs to continue with

their business without interruption and this was ¢ase in the study as it was found that
smooth succession was achieved through full comemtnioy family and non family

members, trust and respect to the successor, snmamtthover, good relationship and
formalized rational and objective criteria. Thissmeonsistent with Bjuggren and Sand
(2001) findings that the reason for low survivalesmamong family businesses is the
practice by families in handing over their busimsst their offspring, instead of more
competent professional managers. Klein (2000) sstgdethat failures and breakups of
family business occur due to power struggles aneérnal feuds amongst sibling and
members of extended family to give up their contaks in the management of the

businesses and to relinquish control and powdrarbusinesses.

Change usually involves the introduction of newgedures, people or ways of working

that have a direct impact on the various stakemslaghin an organization. This leads to
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a number of challenges that manifest themselvesrudifferent names or other guises.
Each of these challenges is unique, yet they amault&neously independent and
interrelated. The study found out that successfatession of family owned businesses
was affected by ability of successor, criteria $etecting the successor, conflict among
family members, use of other mechanisms to dedidesticcessor as opposed to merit
and goals of family and business overlap. Dalaiel 8choonover (1998) established that
failure to recognize barriers that arise from awatuor organizational conditions can
severely impede implementation and acceptance change. Some challenges to
strategic change management as pointed out by ddadnd Schoonover (1998), are:
incompatibility with the new organizational struetu.e. outdated technical, operational
and physical environment, and formal and informampany traditions. Ineffective
change management sponsorship from senior leadeysalso been identified as the
primary challenges of strategic change managemaentbsent, invisible or unengaged
sponsor sends just as strong of a message to eeasl@pout the importance of a change

as an engaged and active sponsor.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND

RECOMMENDATIONS

5.1 Introduction

This chapter gives the summary, conclusion andmeeendations and limitations of the

study. The suggestion for further research waslatgidighted.

5.2 Summary

The study found out that change management wag) beplemented in the family
owned businesses in order to respond to the chaimgéise operating environment
occasioned by technological advances, globalizatbanging demographics, economic
and political factors. The leadership of the busses has been at the forefront in
implementing change management practices that ethalble firms to achieve their
objectives by crafting a change programme that witvide support as workers go
through the process of changing. A good change gamant practice strategy is a
critical success factor in implementation of change the organizations. Effective
change management practices, therefore, requirebet@approached from both an
individual and an organizational perspectives. Stuely found out that the family owned
businesses implemented change management prattieesclude quality leadership,
long term succession planning, open planning addeship transfer, open and effective
communication between the founder and succeedingrggon and good management

practices.
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The success of succession of family owned busisessguires long term planning in

order to ensure that there is smooth managememgiticm. The study established that
family owned businesses ensured successful transttirough full commitment by

family and non family members, trust and respecth® successor, smooth handover,
good relationship and formalized rational and olbyeccriteria. Change management
usually involves the introduction of new procedue=ople or ways of working that have
a direct impact on ways of doing things and theslketo a number of challenges each of
these challenges is unique, yet they are simultasigandependent and interrelated. The
study found out that successful succession of famined businesses was faced by
challenges emanating from ability of successorteca for selecting the successor,
conflict among family members, use of other mecérasi to decide the successor as

opposed to merit and goals of family and businesslap.

5.3 Conclusion

Managing change is very vital for any organizationorder to compete effectively in
changing environment in which they operate. Thegtesf the change should inspire the
staff to perform and not deter them, and therefbeemanagement should ensure that the
changes which they set to achieve are acceptablalltand meant to enable the
organization achieve its desired objectives. Theleyees and the entire organization
stakeholders should be involved in the change nmanagt so that everyone can be part
of the resulting results and at the same time reduesistance to change management.
The frequency of communicating the changes to bglemented is so crucial to the

achievement of the desired change and thereforieduback should be done regularly to
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ensure that incase a change is lagging behind, sdinee means can be done to ensure
that they succeed. The change management in tlamiragion was greatly inspired by
the existence of the change management, stressgeraeat strategies which was used

by organization to manage the employees duringhla@ge management duration.

The study concludes that all of family owned SMEsler the study had implemented the
change management practices. The change managentieatbusinesses was successful as a
result of adoption of practices that was acceptethe employees and which ensured that the
businesses achieve their objective. There was ssittesuccession of family owned SMEs
as a result of the current management planninglvarece and good relationship among the
family members and this enabled the businessesomtincie uninterrupted. The smooth
transition was however faced by challenges emapétirm the choice of successarjteria

for selecting the successor, conflict among famigmbers, use of other mechanisms to

decide the successor as opposed to merit and gioi@sily and business overlap.

5.4 Recommendations

This research provides a considerable contributmrfamily owned policy makers by
understanding the importance of successful suanegsiorder to ensure that there is smooth
transfer of management to avoid the squabbles danggoor management of succession.
Interpersonal relationships with supervisors arpeeslly crucial in recognizing the
personification of an organization, further induriorganizational support as a favorable

inclination to employees.
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The findings of the study supported leadership thas it highlights that the family owned
SMEs were successful in implementing successianrasult of establishment of succession
planning early in successor’s lileefore the current leader leaves, groom selectednial
candidates by allowing them to shadow the curreadérs and finally prevent conflict by

making leadership changes swiftly

The study established that the management of timdlyfaowned businesses were at the
forefront in implementing change management amdrecommended that it is important that
managers in such organizations have adequate skitlsange management. In the event of
such competencies being absence in house, theanipagjons should outsource the same to
external consultants to work closely with the mamgnt and advice them accordingly
during the entire change periothe researcher further recommends that in ordegr@in

competitive in the market and remain profitabletle current business environment
where strategic change is inevitable, the familypesdSMEs should introduce the change
in every aspect of its undertaking so that theedtalders are well acquainted with the

change.

5.5 Limitations

The study limited itself to information and detailsat could be discussed without
compromising any part of the family business aspastit competes in a very dynamic
and competitive industry. Limited accessibility teformation in the family owned

businesses due to confidentiality being maintainéich strained accessibility of data

there was also a lack of cooperation from somé dtafng interviews as they had to go
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out of their work schedule to respond. The limgas however did not affect the data

collected to undertake the study.

The researcher used questionnaires with closeddegdestions to collect data. These
types of questions have the disadvantage of lignitthe responses whereby the
respondent is compelled to answer questions asuptdithe researchers’ choice. There
are many other factors which may affect successfdamily businesses but due to time
constraint others were not taken for research.stiy is exclusive of any intervening or
moderating variables. The response from particgardy be lower than expected, which

may interfere with their willingness to participate

5.6 Suggestion for Further Research

The study examined the change management in faomihhed small and medium sized
enterprises in Nairobi area. To this end theretbeesame study should be carried out in
other industries other than family owned busings®eBnd out if the same results would
be obtained. The study used a sample size of famiyed SMEs and thus the study

suggests that for other studies dealing with timeesa larger sample size should be used.

The study investigated the change management @eactt family owned small and
medium enterprises. A further study should be edrrio investigate the effects of
strategic change management practices on the perfme of the small and medium

enterprises in Nairobi County.
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APPENDIX I: QUESTIONNAIRE

Comment whether successful succession in familyeghgmall and medium enterprises

in Nairobi County depends on change managementigga@dopted.

Introduction

You have been selected to participate in the stiedyind out whether successful
succession in family owned small and medium Enisegrin Nairobi County depends on
change management practices adopted by the busiessare requested to respond to
end question thoughtfully and truthfully. There are wrong or right answers. All
respondents will be treated with utmost confiddityiaand for the purpose of this study

alone.

SECTION A: RESPONDENT’'S PROFILE

Respond by putting a thick in the box next to your correct answer.
1) Gender Male [ ] Female[ ]

2) Age (in years)

Below 30 [ ]
30-39 [ ]
40-49 [ ]
50-59 [ ]

60-69 and above [ ]
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3) How long have you been in this business?

0-5yrs [ ]
6-10 yrs [ ]
11-15 yrs [ ]
16-20yrs [ ]

4. What is your highest professional qualification?

Masters [ 1]
Degree [ ]
Diploma [ ]

Tertiary Education [ ]

(@1 a1 51 (] o 1< ol 137 P

5. What is your position in this business?
Top management [ ]
Middle level management[ |

Operation staff [ ]
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SECTION B: CHANGE MANAGEMENT PRACTICES

6. Has your business changed management sincea iioaraded.
Yes[ | No[ ]
7. What is the major factor that would necessithi@nge management in your business?

Economic and political factors [ ]

Technological advances [ ]
Globalization [ 1]

Changing demographics [ ]
Exit of the owner manager [ ]

Add Ny ONET ... .. e e
8. Is the management in the forefront in providegdership in formulating and
implementing change management?

Yes[ | No[ ]

Change Management Practices

9. To what extent do you apply each of the follogvoractices in managing change.
Rate on 5 points scale, where,

1 - Not at all,

2 - Little extent,

3 — Moderate extent

4 —Great Extent

5-Very Great Extent
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PRACTICES EXTENT
1 ]2
1. | Good management practices and family relatignshi
2. | Establishing solid leadership succession plan.
3. | Open and effective communication between thadeu
and succeeding generation.
4, Motivation, open communication and fairnesswion
family employees.
5. Bringing all family together to discuss busisend
family matters in a retreat.
6. | Forming family councils that provide a formal
framework for the family’s ongoing discussion oirfidy
and business owners.
7. Developing family business constitution that gaide
a business through times of crisis or change.
8. By opening discussing and planning transfer of
leadership.
9. By taking succession as long term processstinauld
start early in the successor’s life.
10. | By identifying quality of leadership talent daale in

the family and extent to outside managers are rieede
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SECTION C: SUCCESS OF SUCCESSION

10. To what extent do you experience each of thewmng?
Rate on a 5 point scale, where:

1 - Not at all,

2 - Little extent,

3 — Moderate extent

4 —Great Extent

5 — Very Great Extent

SUCCESSFUL SUCCESSION

EXTENT

2

3

1. | Smooth handover of management and ownership frgm

the predecessor to the successor.

2. | Formalizing rational and objective criteria &mlection

of successor

3. Good relationship among family members.

4. | Full trust and respect to the success or bylyaand

non- family members.

5. | Full commitment to the successor by the farailg non

family members.

0. No decrease in annual turnover.

7. | Improved relationship between the customers and

suppliers.
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SECTION D: CHALLENGES OF SUCCESSFUL SUCCESSION

11. To what extent do you experience the follonshgllenges affect succession in
family owned business.

Rate on 5 points scale, where;

1 - Not at all,

2 - Little extent,

3 — Moderate extent

4 —Great Extent

5 — Very Great Extent

CHALLENGES OF SUCCESSION EXTENT

1 |2 |3 |4

1. | Goals of family and Business overlap.

Conflict arising among family members

3. | Post poning naming successor until just betoee

founder step down.

4, Late or inadequate exposing success or to &ssin

Personal sense of attachment of the incumbiintt e

business.

6. Naming successor not on merit but birth order

7. Low ability by potential successor.

8. Lack of trust by family / non — family member o

Successaor.

9. | Not formalizing rational and objective critefaa

selections.

10. | Meddling retiree syndrome (No environmentrost

and respect)
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