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ABSTRACT @%Q

he exploratory research of this paper provides an insig ok on succession planning in

global business environment. From our study, 229

Thai family-owned SMEs as succession issues heighten™n the“wake of an increasingly volatile
'ness owners are aged 60 and over

(as of June 2011) and, therefore, a significant n v"m 4f voluntary and involuntary exit from
their businesses will occur over the next three to five rs. T@kse approaching transitions face sobering
statistics: only 14-30% of family businesses are transterred to the second generation, and just 10-15%
survives into the third generation (Applegate, 1ckhard and Dyer, 1983 and Dyer 1986). The
existence and quality of succession planning potentially affects the sustainability of Thai family-owned
SMEs. Adopting a survey questionnaire (to 330 regp%ndents, response rate 33%) and 30 face-to-face

interview, we document a general lack for succession plan among Thai SMEs. While business

owners have a strong desire to transf@w sinesses to their descendants, there remains either no
arrangement or merely an informal agreement’and often with no knowledge of descendants’ willingness
to be involved in the family businn that this lack or lacklustre planning may negatively affect
SME businesses as well as the larger economy, business owners who do not vigorously pursue the
establishment of a successioirisk uncertain and unplanned behaviour in the face of unforeseen
events. Formal succession p a®

when the right person ha

business owners and Mmakers in addressing the long-term growth and sustainability perspectives

of family-owned S

is normally delayed until what is perceived as the right time and

along to take over the business. These findings have implications for
arrants due attention in developing and establishing succession strategies
to increase the | rh business sustainability level for future generations.

Keywords: Fogmansuccession plan, Informal/unwritten succession plan, Transitioning ownership,
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Exploring Succession Planning in Thai Family-Owned SMEs

INTRODUCTION AND OVERVIEW

A formal succession plan has emerged as a crucial element in the long-term succesf\/\gE :
u

The recent financial crises have provided an impetus to focus on succession planning when

ro
big and small companies as well as financial institutions have collapsed and undergone costly
O

procedures across the globe. It is evident that under the corporate regulatory framework, ogrp ion

Act, large companies have succession plans for the continuation or cessation of operatid

="
usinesses.

Recognizing SMEs’ vital role in the socio-economic development of a country and (unc as a means
of sustainable growth (Ibrahim, Angelidis, and Parsa, 2008; Kozan, Oksoy and Ozs& 012) by generating
the vast majority of employment and deliverance of goods and service' ORgval is of paramount

no such clear indication of succession arrangement is evident among SMEs, including f.

importance to any economy, particularly those of emerging markets As succession planning
appears as a driving force and norm for modern SMEs worldwide ta smooth transition of
@SN

% or descendants on valid

to transfer a business to a successor or descendant may occuf if usiness is no longer profitable

ownership and governance/control from the current generation to its

grounds, including retirement, permanent disability, sickness, accide sudden death etc. A failure

as per expectations or other reasons that would cause finang ardship to related parties as well as
threaten economic sustainability. To overcome these problesns;
SMEs for transferring ownership and control when com‘r

succession planning has emerged an urgent and challengityy issue for SMEs.

Succession planning is also important to firm’s safe landing if extant owners face any

kind of planned or unplanned incidents. Intended ipcidents or events usually offer adequate time to

Dpuccession plan is needed to prepare

predicted or unforeseen events. Thus,

make decisions on succession issues whe ovier desires to exit a business voluntarily; however
unplanned events often occur suddenl abruptly without prior notice or any indication. In either
case, a business faces difficulties unlesy it isSwell-prepared, because conflict may arise over the choice

of ‘internal succession’ versus ‘e uccession’. Personal issues may also cloud judgment in the

decision-making process.

Succession planning is
effective plan. Therefore, gfrgrer-and timely planning must be in place for its smooth implementation.
It can neither be held ha daily operations nor be delayed until the last moment before owners
believe it will be ebecause no one knows when that moment will occur. As human being,

all business own aryracing against time and, with luck, eventually reach a late stage of life that
calls for retire @ a smooth exit from their businesses. The emergence of an aging population
and its 'mp@conom'c growth and social policy developments, such as health care have been a

olicy research, but the impact of an owner’s aging on a family-owned SME has been

instantaneous process; it might take years to draft and establish an

focus of p

overlooksd (Bjuce and Picard, 2006). To face this reality and protect businesses from foundering on

Cx
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a poorly planned succession, it is now regarded as urgent that SMEs should have a formal or writte
plan in place to secure the smooth transition of their businesses. W @

While most SMEs in the developed world have succession plans to operate business a@
amid uncertainties, by and large SMEs in emerging markets lack initiative to draft or prepare s%ans.
Most SME owners are unaware of the benefits, while others perceive planning as a family/ gmRwersonal

B

decision and prefer informal arrangements. Still others have no foresight: they take a i' i
pyramidal

decide approach or fear that such planning will lead to losing ownership and co
social structure. Being an emerging economy, Thailand faces similar challenges a% menwtoned above.
Therefore, it is of interest to explore and gather first-hand information on e and status of
succession planning in family-owned SMEs in Thailand. W

In particular, this study attempts to answer research questions of i) Waether any formal (written)

or informal (unwritten/oral) succession planning exists among Thai Sl
hold; ii) for extant succession plans, their effectiveness, reasons for e

to select successors, their substantiality, and whether they call(fforaternal or external succession; iii)

g/what status these plans

e, factor or criteria employed

how planning was undertaken, the time involved in drafting pl™xand costs incurred; iv) how they were

implemented, and what other consequences occurred forthe\$&Es. On the other hand, if succession
plans do not exist, we intend to explore v) whether an

We also examine how to plan effectively in terms G@Nation, valuation and review.

The remainder of the paper is organiselows: Section 2 provides a brief conceptual

discussion of succession planning and SMEs with a liéerature review, associated theory and the study’s

as ever felt a need for such planning.

objectives; Section 3 denotes applied rese methods and a sample selection for the study; Section

4 discusses the results and finally Sectio highlights the conclusions and implications.

CONCEPTS, TH EOR LITERATURE

While most large corfSarations have official succession plans, most SMEs have none. Typical

..

planning among SMEs suff, om a dearth of literature because of an unavailability of required data
sources. This study attemotd{to/fill this gap by gathering heretofore unknown data from primary sources.

e
This part of the p ers on prior works to better understand the concepts of succession planning,
SMEs, the chall;&wccession planning and the need for action.

1. Concept ccession Planning

studies on succession planni on big enterprises due to an easy access to data, whereas such

sion planning refers to the deliberate and formal process that facilitates the transfer
management control from one person to another. For SMEs, it means to transfer such

»m one family member to another or to a non-family person, given that the preparation for

ANU:WICUBEANEMSIa:NISUNYE UK10Ng1aessSsUAIEans 71
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Exploring Succession Planning in Thai Family-Owned SMEs

a succession event is done well before it happens. Such timely preparation is essential to capture and
maintain the value of businesses to ensure their continuity of operations. A succession plan isei @
to be the appropriate response to a succession event. In general, a succession plan can 6 S

transfer or close a business. The plan comprises an ongoing process of (i) regeneration, (ii) 7 envan

-)
—+
0
)

and (iii) recruitment, with activities done separately or collectively depending on circumstapse

website of PricewaterhouseCoopers (PwC) (2012), the PwC has surveyed 1,952 family bus

%ners

and managers in over 30 countries; the survey highlights the significant contribution businesses
make to economies and communities around the world. Furthermore, it is stated t/fa % of business

owners are aged 60 and over (as of June 2011) and, therefore, a significant nun@ers of voluntary and
involuntary exits will occur over the next three to five years. The vai DRuNin€ss Survey shows
¢

that family firms across the world continue to be resourceful, profitdb onﬁdent about the
o B

future. With strong values, long term decision making and a commitmen ployment and local

communities, the family way of doing business has unique strengths 0Oy

challenges, and long term success depends on the effective nego of three key tipping points:
scale, skills and succession. According to the latest PwC Privafe BGsiness Barometer, 44% of private

ey, there are also specific

businesses either do not have or do not know if they hav Rccession plan in place.

A succession event may be planned or unplanne
are predictable and characterise the vast majority of s ssit

r nature, voluntary succession events
. When the owner(s) of an SME intends
to leave the business for a variety of reasons, it is_retogniséd as a voluntary succession event. Those

reasons include retirement, caring for sick familer, divorce or separation, sale of ownership

stake, changing the nature of a business, leaving thg country of residence, imprisonment for criminal
act, bankruptcy, and other socio-political re s. Iycontrast, involuntary succession events are regarded
as unforeseen events beyond human co |, stch as death, total and/or permanent disability and

sickness of an SME owner(s). Indeed %@N e is continuously buffeted by uncertainties with illness,

accident, natural disaster and War@

Given the nature of wluntary and involuntary succession events, many researchers, such as
Christensen (1953), Trow (196

ard (1987), stress the importance of succession planning to ensure

€

business continuity, believj & a majority of family firms leave such planning to chance (e.g., Rue
and lbrahim, 1996; Leon—, McCann Ill, and Haley, Jr., 1998; Roy Nat, Inc., 1998; Sharma, Chua,
and Chrisman, 20(0)\@

2. SME and Fathily-swned Business Definitions

SMEs entified in various ways across countries based on several characteristics, such as

the amo otal assets and fixed assets, sales volume, number of employees, or a combination
of )

rs. Given that there is no universally accepted definition of small, medium and large

), researchers have adopted a broad range of definitions (Keats and Bracker, 1988).

01sa1suUsSHIsssNY
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Holland and Boulton (1984) defined family businesses as ones in which: (a) the firm’s presidei/iE

or chief executive officer was the entrepreneur or the founder; (b) the business employed peamb

of the entrepreneur’s or founder’s family; and (c) managers within the firm perceived the c
a family business. The definition of a family-owned business is defined by Chu et al. (1999 7 g
distinguished by the presence of certain identifying characteristics, notably that the ﬁr is

(1) held and (2) pursued by a family or small group of families. Several researchers, 3

and Harveston (2000), Hufft, Jr. (1999), Rue and lbrahim (1996) and Upton, Teal and F
developed and employed other definitions in their studies. However, a common @Nwithin these
studies is family ownership and control of the business and the involvement @%family members in
business decisions. For the definition of family-owned business, the studﬁﬂ t definition under

QX

ises bysed on the number of

this common theme.

In Thailand, SMEs are classified as medium or small enterp

employees and the amount of fixed assets, excluding land (Institut
tra

wn

Al and Medium Enterprises

Development, 2006). They can be categorised as production, servic g firms (retail and wholesale).

ors»are classified as small enterprises if
illion) and they employ no more
than 50 people whereas medium enterprises are thos al assets of THB 50-200 million (or
USD 1.67-6.67 million) and employ 50 to 200 people the2bther hand, businesses in the wholesale
trading sector are classified as small enterprises if their total assets are less than THB 50 million (or

USD 1.67 million) and they employ no more thaane and as medium enterprises if total assets
are THB 50-100 million (or USD 1.67-3.33 milLion)Qand employ 26 to 50 people. If the number of

For example, businesses in the production and service se

their total assets are no more than THB 50 million (or USI

employees and value of fixed assets occu iffersnt categories, e.g., one factor as small and one as

medium, the enterprise will be classified 'Mthe lower category.

In our study, we focused the mwned SMEs (99.33% of all enterprises, as of December

2011, were small firms) based on t#§d0remition above. The country’s economic growth is largely driven

by family-owned business sus&ainability; given that SMEs comprise Thailand’s commercial and that the

owned firms are transferregaa Iond generation of family ownership (Kets de Vries, 1993) and only
16% survive into the thiration (Morris, et. al, 1997). This poor survival rate stems mainly from
problematic succening and Thailand is no exception in this matter.

3. The Challen@ Succession Plan and Underpinning Theory

In @dy of Canadian SMEs, Bruce and Picard (2006) report that 65% of SMEs had no
successiopFEian, 28% had unwritten succession plans and 7% had drawn up formal written plans. Business

numerous reasons for wanting to exit their businesses. Among those respondents, 82%

majority of SMEs are family-g businesses with a low survival rate. About 30 percent of family-

owna

etirement as their No.1 reason. Furthermore, 41% of Canadian SME owners intend to exit

ANU:WICUBUANEASIA:NISUNT UK1DNYU1agsSSSUA1Ians
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ownership or transfer control of their businesses within five years and 71% within 10 years. More thap
half of family firms in North America expect their CEOs to retire within the next 10 years ( ch
Allen, Apinelli, Wittmeyer, and Glucksman, in press; RoyNat Inc., 1998, cited in Sharma, Chrzﬁ@
Chua, 2003). However, many studies show that most entrepreneurs want ownership and ma t

to remain in the family (Kirby and Lee, 1996; Emling, 2000). Another study on Europeansarticionnts
shows that less than 50% want to take part in their family businesses, preferring to st

companies (Stavou, 1996). %

The studies of Stoy Hayward Consulting (1989) and Handler (1994) show thatonly24% of family

own

(0N

businesses are transferred to the second generation and only 14% survive ithird generation.
These findings are similar to those of Beckhard and Dyer (1983) and Dyﬁ 5), Wijch show that only

30% of family businesses survive beyond the first generation. Applegate (

50 indicates that only
10-15% of businesses survive into the third generation. In addition, aroyss
companies are over 50 years of age (European Observatory for o’ edium-Sized Enterprises,
1996); therefore, it seems urgent to find mechanisms to make & s more successful.

The problem of putting a succession plan in place in Nime is mainly from the unwillingness
S\}esing a central role in their businesses

of business owners to plan (Poe, 1980), sometimes over fea ®
(Lansberg, 1998). However, attempts to encourage SMEs tge in succession planning are increasing.
The European Commission is aware of the problemq(co ning succession and recommends several

solutions in the legal and fiscal fields. The recoation contains 10 Articles, such as Article 4,

which mentions that business persons should be provided with instruments that will allow the best

preparation for transfer, and Article 6 regarding the Survival of enterprise within a family, which invites
Q

member countries to reduce the taxes @s exclusively used for the business in the case of

transfer (European Commission, 1994).(\

The importance of SME sUty is obvious. The studies mentioned above and the EU’s
recommendations raise many questions: Why do entrepreneurs fail to carry through a succession
plan during their lifetime? Whyadon’t a qualified majority of children wish to assume their parents’
businesses? How does one i ent a successful succession plan for SMEs? Expanding the use of
succession plans for SME increasingly urgent matter as founders’ age, unexpected events can
occur at any time, angFts &&sire of the descendants to continue these businesses cannot be relied
upon. Without ad paration and succession arrangement, many owners will be forced to sell
their businessesg@ ount to competitors or face the associated risk of business closure and loss

l e

of jobs. The ¢ , therefore, is to turn these risks into opportunities for most SME owners, their
employees a economy at large.

r, Astrachan and Kolenko (1994) have challenged this argument; they found no empirical

wetween the use of written succession plans and firm continuity. Furthermore, despite a rising

01sa1suUsSHIsssNY
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number of female-owned businesses (Dickerson, 1999) the role of women in the succession process ha

not been well accepted (Danco, 1994). Relationship between personal factor, intra-family relat s

context and financial factors is studied by Chaimahawong and Sakulsriprasert (2013). The resﬁwn

from the samples of 374 Thai family business owners demonstrates that context factors an l
stcc(syion

factors are two main factors that have highest levels of impact on the effectiveness of thg

process. However, despite the recognised importance of succession issues to businesses, | % own
about the process — especially among Thai family businesses. A failure of successio% lack of

planning is believed to blight the larger economy. (\

The theory of ‘planned behaviour’, as specified in Ajzen and Fishbei nd Ajzen (1987,
1991), was adapted in Krueger and Carsrud (1993) to explain the beh epreneurs, and in
S

Stavrou (1999) to explain potential successors’ intentions to take over aybUsingys. It is probable that

an individual will take action depending on his or her intention to gngage that behaviour (Ajzen

and Fishbein, 1980; Ajzen, 1987). Intention, as stated by Krueger ar d (1993), is molded by an
t

individual’s attitudes or judgments including the perceived desi he outcome to the initiator.
hat i

Fishbein and Ajzen (1975) and Ajzen and Fishbein (1980) report dividual attitudes or judgments

about an issue influence behavioural intentions, which ir{( \Gm=influence behaviour. Dubinsky and

Loken (1989) confirm a positive relationship between at ddgments that an action was morally
acceptable and the intention to perform the action. }%abul®) Shepard and Markham (1997) contend

that a perceived organizational climate is positively retated to individual attitudes/judgments, intentions
and behaviour in organizations. Furthermore, Bass, and Brown (1999) demonstrate that individual

attitudes/judgments are strongly predictive of behavioural intentions. Several researchers (e.g., Ajzen,

Q
1991; Krueger, 1993) strongly support tf@@cat relationships proposed between (i) Attitudes/
vior.

Judgments, (i) Intention, and (iii) Action/

Sharma, Chrisman and Chua (2003) study on succession planning as planned behaviour. They used

the planned by haviour to hypote influence of the incumbent’s desire to keep the business
in the family, the family’s comamitment to the business, and the propensity of a trusted successor to
take over on the extent to ily firms engage in succession planning activities. The propensity
of a trusted successor to e Gt significantly affects the incidence of all succession-planning-related
activities. Succession planay, then, be the result of push by the successor more than of pull

by the incumbent. Cn, Chua and Sharma (1998) grouped the desirable successor attributes,
according to the literture, into six categories: (i) relationship to the incumbent, (i) relationships to
other members €K theVamily, (i) family standing, (iv) competence, (v) personality traits, and (vi) current

involvement 4 e business. In addition, they conducted research by using the mailing list of the

Canadian tion of Family Enterprises (CAFE) and non-members of CAFE and found that integrity,
commit o a business and respect from employees ranked significantly as the highest attributes,

re , for choosing successors.

ANU=WICUBEANEMSIa-NISUNYE UK1DNYI1AuSSSUAIEnNS 75
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4. Research streams on succession planning

The research on succession planning conducted in family-owned businesses can be cfi/gp= g
into three main research streams. Several papers were found in scholarly journals but very f@

strictly dealt with succession planning in SMEs. %
Research stream No. 1: study of definition and overview articles on succession pl§ Q }
.@%
e

Several research studies have provided comprehensive definition of the term ° S planning’

in family-owned business such as those of Cliffe (1998), Handler (1989), Manikutt mw\iller, Steier

and Le Breton-Miller (2003), Rodenberg and Woodbury (1999), Shepherd and s (2000), Suarez,

Perez and Almeida (2001) and Theune (2000). The findings of many art the need to plan
Da

(1999), Guillenmette

D

for succession, such as in papers studied by Barach and Ganitsky (1995Q

(1999), Mace and Williams (2000), Scully (2000) and Spector (2000),

ile pther studies may cover
the important factors involved succession planning (Ceynowa 1999 akant and Hamilton 1996,
Hutchenson 2000, Theune 2000). Some researchers also sugge bffective succession planning
from the findings of their studies (Emley 1999, Frieswick 1996).

assessing and implementing succession

Research stream No. 2: developing conceptual mo
Several researchers have developed theoreticat modeéls of succession planning in family-owned

businesses such as Bjuggren and Sund (2001), Mani@%ooo), Longeneckere and Schoen (1978), Suarez,
Perez and Almeida (2001) and Wortman (1994). Fromothese studies, the authors tried to introduce the

planning strategies

models such as one by Longeneckere and n ¥978) about parent-child succession in the leadership
of family-owned firms that involves seve ages’ beginning in childhood. However, the main criticism

is that little effort has been made td( a existing theory to develop a comprehensive model of

succession planning. @
Research stream No. 3aassessment of the succession planning in family-owned businesses
Family firms are not @geneous group (Sharma, Chrisman and Chua 2003). Several factors
are used to distinguish faed businesses and the differences in orientation and business practices
between famity—ovvne on-family-owned businesses are also explained. Research under this stream
9

g what they required from their successors. However, most of them still have

includes that by E Coverly (1999) who concluded that most owners do not plan for their

succession despi
no set plans f al succession. Chrisman, Chua and Sharma (1998) also conducted research by
sending qu@res to 485 family-owned firms in Canada to learn what attributes of successors are
required € fncumbents. Their research findings provide rich information that incumbents consider
per ty, ‘integrity’ and ‘commitment of business’ to be the most important attributes for
to possess, while gender and birth were rated as least important.
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Based on planned behavior theory, research stream Nos. 1 and 3, and prior research, this stu
examines the current state of succession planning process in Thailand and whether the appzgach\i
consistent with the prevailing view among researchers. The focus then turns to the inﬂuenct

on succession planning and the appropriate succession planning strategy for Thai famiLy—ow% .

RESEARCH APPROACH (%

Although there have been many studies have focused on family succe few are

qualitative based. Our research adopted a mixed method of quantitative and qualitavive techniques. The

study uses questionnaire surveys and interviews based on explorative researchatedhnigues to examine

the complexity of succession planning in Thailand with a view toward g#{n in-aepth understanding

of the research matter. The questionnaire is newly constructed to bes to@hailand’s context. By

analysing first-hand survey data and face-to-face interviews, the findi are yiterpreted qualitatively.

Our research framework focuses on the characteristics of tondents, the business itself

and its’ performance. The study also attempts to discover the re@o\n\s\@r having a succession plan and

factors or criteria in choosing successors. We study the impl#n&atation and nature of succession plan
in Thai family-owned SMEs. With these focuses, we hop M) successful business transition from
Q

one generation to another and the long-term continuatio amily-owned businesses (See Figure 1).

O\
o

Ve

Owner Characteristics

Q@

Business Characteristics

. Implementation of Successful
Business Performance

.

Succession Plan Succession Plan

Reason for Having Succession PI
{ Gp
p
Criteria Choosing Succe
AN

§ Figure 1: Research Framework

(&
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1. Samples :é

from selected Thai SMEs obtain from Institute for Small and Medium Enterprises Development, in ilerse

This study focuses on Thai family-owned SMEs. To select SME samples, the samples fo

business types to avoid a contextual constraint associated with any particular industry. Systema do

is used to select the firms from the list. Questionnaires are then posted to the sele ples
and then categorised after receiving back the completed questionnaires according to INER of
employees. While selecting samples for interviews uses different approach, conzkde\’iy mples are

selected due to the time constraint and budget. Most of the interview respondentssemp®yed full-time
and part-time staff and are categorised as small enterprises. Following criteriaed to categorise

the sizes of the respondents - micro, small, medium and large enter
« Micro enterprise: 0-5 employees
« Small enterprise: 6-49 employees
« Medium enterprise: 50-200 employees %
Large enterprise: over 200 employees (\
2. Questionnaire Design and Data Collection %tg

The study adopted research stream Nos. 1 mentioned above. As an objective of the

research is to explore succession planning amongovvned SMEs, the questionnaire is then newly
designed to match with the objective and the data“needed for the study. We attempt to see the need
to plan for succession, to investigate the important @ements involved in planning process (stream No.

Q
1) and to assess the effectiveness of exist@;ssion planning, and to try to distinguish the required
attributes of successors from the pers&& f incumbents (stream No. 3).

The survey instrument ir@a cover letter and self-administered questionnaire. The
cover letter explained the study’s“ebjectives and importance. Respondents were informed that their
participation was voluntary ang@aresented no risks. Moreover, the cover letter stated that the study

had received funding from th anizations: 1) Thailand Research Fund (TRF), 2) Office of the Higher
Education Commission of of Education, and 3) Rangsit University, with contact details provided

for verification. The c cetails of the researcher and mentors/supervisors were also provided.

Nered questionnaire is newly designed to answer the objectives of the research.

in areas: 1) demographic data on the owner and business (firm demographics include

The self-a

It includes two
age, industry enheration in control; owner/manager demographics include age, gender, education

and experi and 2) required data regarding the reasons for having or not having a succession plan.
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In some parts of the questionnaire, nominal scales were used to obtain information froié

respondents about their intended exit timeline, exit objectives and existing succession plan. Apo
Likert Scale of 1 (strongly disagree) to 5 (strongly agree) was used to assess the perceived B¥ngfits
a succession plan. Further, a range of questions was asked to obtain general information X ke

firm and its succession plan.

Research samples were drawn from selected Thai SMEs in diverse business v s IR a

contextual constraint associated with any particular industry. A hard-copy questionnair€ w(®) mailed to

the selected samples of 1,000 enterprises. Excluding ineligible and unreachable recipients, 330 responses

were obtained, representing a response rate of 33%, which seemed in line wi literature. Data
were also collected through 30 interviews with SME owners or repreg nvenient sampling

is used for the interviews. The names of the participants in the interviemained confidential

S

[AG

and undisclosed.

RESULTS AND DISCUSSION

1. General information on respondents and business 0 3

Tables 1 to 3 provide information on samples ourveyed SMEs. Table 1 reveals that all

respondents are categorized either micro (44.24%) oNsmatafirms (55.76%).

Table 1: Sample Size Classified by Number of Staff

Q
Sample Size W%espondents Percent (%)
Micro: 0-5 employees /&\ 146 44.24
Small: 6-49 employees 184 55.76
Medium: 50-200 employees 2 0 0.00
Large: > 200 employees > 0 0.00
Total /\@ 330 100.00
(O
It appears gender ratio of owners/founders is equal between male and female. The

vast majority of rfs nts are middle aged, 31-50 years old (53.9%), and obtained higher education,

while only 4.5%\ OrRzespondents are above age 60 (Table 2).

O
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Table 2: Characteristics of the Respondents

Characteristics

Details

Percent (%) W/@

Gender

Male

49.70

Female

Age

<20

21-30

31-40

41-50

51-60

> 60

Education

Diploma and lower

Bachelor wo

Post Graduate m
A\ Vg

Q%

Table 3 below shows that most firms are solé g pnetorshlps (81.2%), while other are

partnerships (17.6%) or corporations (1.2%). Most bu5|

by descendants and relatives (24.5%) and a fe

re run by the founders (74.20%), followed

ployed managers (1.2%). The main financial

resources of the respondents comes from the business owners (83.60%), followed by financial institutions

(11.80%) and relatives (3.9%).

Q
Q

Ta@ siness Characteristics

Deta@ Percent (%)
Legal Status x -
Sole Proprietorship @ 81.20
Partnership @ 17.60
Corporation /\ 1.20
Is the respondent aN\o\/
Yes 72.10
No A 27.90
- ZIon 91.80
- eration 8.20
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Table 3: Business Characteristics (Cont.)
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Details Percent (%)
Business Type
Retail and Wholesale Trade 26.70
Service 33.00
Manufacturing 35.5
Other .
Import or Export? *
Yes .70
No 87.30
Business managed by: Q
Founder 74.20
Descendants 22.10
Relatives @ 2.40
Hired manager % 1.20
Primary financial resources from: (\
Business owner 83.60
Relatives & 3.90
Creditors Q@ 0.60
Financial Institutions é ; 11.80
Number of Employees: Full-Time (\
0-5 @ 67.80
6-10 12.20
11-20 b 12.12
21-50 7.88
Number of Employees: Part-Ti
0 30.60
1-20 66.40
>20 Q 3.00
Number of@ents: 330

O
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Almost four-fifth businesses are run by founders (74.2%) and one-fifth by descendants (most
second-generation family: 22.1%), while very few by relatives and employed professionatag

(3.6%). In an emerging market context, this is a common scenario for SMEs: businesses are\f

run by their founders, who invested their own money, labour and energy into their busing S Rhe
table also shows that besides running businesses by themselves, family members and relati sers

ra

2. Current nature and status of succession planning in SMEs

With the background information in Tables 1-3 above, Table 4 be
surrounding the main interest of this research, i.e. succession planning , Qurreny nature and status
formation that most

respondents (73.9%) clearly understand succession planning, (i.e., theymre wek aware of the need for

in Thai family-owned SMEs. Summary results in Table 4 show significant pQ

succession planning, its content and execution). Only 26.1% of resp ave little knowledge about
succession planning. When it comes to the existence of a plan, / pe&s that 45.8% of SMEs have a
formal or informal succession plans while 54.2% have noneqAsSfor the formal or informal succession
plans of the 45.8% of respondents, the vast majority hav

the rests have formal plans. This documents a genera formal succession plan among Thai
SMEs. Such evidence is quite different from the stat sugeéssion plans among SMEs in developed

economies. However, it is unsurprising in an emergin m: context like Thailand’s where data show

l or unwritten plans (77.9%) and

that 81.2% of SMEs are sole proprietorships. Thelowngss/founders feel no urgency to have a formal
succession plan, but only an informal one. Again, soeemingty they know its importance for the firm,
because 60.3% of respondents are considesmga drafing a plan in the near future and are prepared to
transfer the business to their descendan r relatives, while 12.7% of the respondents think to sell

their businesses. Interestingly, even t}@Nhe founders know and plan for the next generation to

assume their businesses (Table 5).@
Table 4: Summ%‘ﬁepsults of Succession Planning Status of the Thai SMEs
N/
/%ﬁﬁs Percent (%)
Do you understanding sy@lanning?

Yes \@ 73.9

No Q(\\ 26.1

Do you have @don plan in place?

Fom@ 10.1

35.7

54.2
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Table 4: Summary Results of Succession Planning Status of the Thai SMEs (Cont.)

(9)
Details Percent (%) f/_\

Do you intend to draft a succession plan in the near future?

Ves 60.3 p&/}o
No 39.7 %
@

To whom do you plan to transfer the business? %O

&

Son or daughter

7%

Brother, sister or other relatives

Sell the business 9127

Not sure o / 2.4
Does your successor recognize that he/she is the assigned successor? K/}o

Yes (\
<\

No % 56.4

Is that person involved in the business already? @
O
Yes % 50.0
(@SN
No o N 50.0

Do you think the assigned successor wants to run the b\§ineo.

Yes Q 32.4

@
No C{C\ 9.4
Not sure N 58.2

Number of Respondents: 330 @

awses provide a solid understanding of the current state of succession

Results from the que

planning among Thai SMEg ding the awareness, existence, operative nature and importance of

having a succession plan.

It is also mg that many respondents (45.5%) consider having a succession plan as

they could wait until an undetermined ‘right time’, while only a few (4.8%)

a necessity, but {no
thought it was \yitral to draft one immediately (see Table 5). Written succession plans cover events

>>death and aging, while accident and divorce seem to be ignored. Unfortunately,

including sick
those o vv| succession plans pay little attention to regularly updating their plans; 58.2% owners
osated their plans while only 13.7% review their plans annually. Some respondents expressed

with consulting outsiders over this issue, as mentioned here:
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‘I don’t think | can consult anyone on this issue as this is a family business
and | don’t even know if any such service is available. What would be the V @

fee for this service? Why should | have to think about it now? Can’t it wait?’

is important to note that more than 50% of respondents feel they cannot find adequate
or at an acceptable cost. A few interviewees with succession plans (mostly informal) g

businesses more than two decades ago and have reached a stage of financial st

Details

S
What are the events mentioned in the written succession plan? @\9

Death @3\)\/ 22.7

% 11.2

Age f
Sick = N - 33.3
ickness ;\\ )
Accident P % 3.6
Y

Divorce 1.2

©)

Al
Other (\ 27.2

Efficient level of succession plan? m

Excellent ® 9.4
Very Good /\Q 18.2
Good /\i 53.9
Fair g 15.8

N
Poor @ 2.7

How often is the succession plan>‘d{ted?

A 582

Every Year @& 13.7
A\

Every Three Yea @ 17.9

E Five Y .
very Five Years 3.3

Others C\ 6.6

Reasons for @ ?

To@the business 67.0
/.\é\J succession plan is no longer appropriate 29.4
w}r reasons 3.6

4
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Table 5: Summary Results of Written Succession Plans of Thai SMEs (Cont.)

Details Percent (%) @/\

N

Did you seek advice from a professional consultant?

Yes 13.6 //IWO
No 86.4 /\(,\(/%Z

Level of importance/necessity of having a succession plan? «//\

©

Critical .8

o)
Very Important \N
2
W 5

Important but can wait @
Slightly Important \ Q) 18.8

Unimportant Q } 6.7

Do you think that there is any negative influence to the business in having é\ﬂ‘n?on succession plan?

Yes . ( 17.0
No ( % 83.0

Number of Respondents: 330

In addition, most businesses (86.4%) doek advice from professional consultants on
essit

succession planning due to a perceived lack of nec y and urgency. With old age approaching, many

7@%@

founders accept that age is a key factor in considerfg the choice of successors. Some owners do not
Q
see the need for having a succession plaff, howayver, many owners (43.6%) seem to delay choosing a

successor or having a succession ptam , and many seem unsure who would be a successor.
d:

One of the respondents also menti
‘I have three children énd all of them help me running the business right

now. As this is ou iness, we need people who we can trust. Who should
be my successor / am no longer here? My first and oldest daughter has
helped me a uld I place her as the successor? What if she marries a
man who pasag=iterest in running the business? Then my business will finish
sooner
Regarding\the “hain reasons for having no succession plan, Table 6 below reveals that the
owners want ait until some undetermined ‘right time’ to draft one; they see no urgency until

this so-call fect time appears. About 23.0% are unsure about the choice of a successor, while

another @ find it difficult or fear initiating internal problems in their firms (giving these reasons at

. 6%, respectively). Regardless of the existence of an official succession plan, most business
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owners (83.0%) think favorably of the idea of having a plan, but give little priority to establishing
one. The main criteria for selecting successors are experience, personal relationship and t"
respectively in order of importance, with age and gender getting lesser attention. These ﬁ

an ,

worthy of consideration within the socio-economic context to design strategies for successionsg
such as timing and finding the right person with experience, knowledge and education. //7-\

(&S
Table 6: Summary Results of Criteria in choosing Successors in Thai S@

AR
o)
What factors influence you in making a succession plan? ®) %

Age f 71.2

©
Satisfy the management or partners \ 18.8
fe\\/
It is the business policy @\/\/ 10.0

For respondents without a succession plan, what are the reasons? %
P P O

Need to wait for the right time § 43.6

Details

»ﬁ
Not sure who will be the successor > 23.0
o
Having one is unimportant (/} 17.9
Q)

It is rather difficult and complicated @\ 7.9

Afraid of creating internal problems in the b 7.6

What are the main criteria in choosing successors?

O
~

First priority /‘\ Q@ Experience
Second priority /\(/\E Personal relationship
Third priority %Q\ Education

Fourth priority @ Age

Fifth priority &
Number of Respondents: 330 @

The results fr e-to-face interviews with respondents provide some new perspectives in
succession plannin

of SMEs in Thai

Gender

what seems important to large enterprises may differ from the perspective

ost Thai SMEs are run by founders who have some criteria in mind about

their prospectivezsuecessors. Most of these firms were founded by people of Chinese heritage who

traditionall sfer their businesses to their first sons. Education, age and gender seem to be less
reLevant process of naming a business successor while experience in the business and personal
rel are ranked as the main criteria, employing the expression ‘blood is thicker than water’. This
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result corresponds to the research of Chrisman, Chua and Sharma (1998) revealing that a manager’

tenure and investment in a family business are the most important factors in choosing sss

Such experience engenders a greater appreciation to select a successor with the best mix oWpg/so
qualities, business and interpersonal skills, and experience. Succession will work well o 7 i e

is one obvious interested candidate, the process is straightforward. However, when m
person is interested and capable of taking over, choosing a successor becomes far rr%
and difficult to deal with. A related issue is that if no one wants to run the busi@Nen making a

sale by one or all family members could be a last resort. @%
Most interview respondents do not believe forcing SMEs to avritten (or formal)

o
succession plan would be successful at this stage as their urgent need %maintain profitability,

let alone cope with other problems in the course of time. A lackas is commonly cited in
SME literature for failing to plan, as most owners are actively invi
o

operations. Furthermore, they do not want to think about leavkm

all aspects of their firms’
business, and fear of creating

conflict among family members or relatives.

Despite recognizing the need for a successor, man ‘. sers do not comprehend deeply the
% interviews, we find that most of them

do not realize that their business knowledge and (éntr&areneurial skills need to be transferred to

the next generation and that succession planninrovide more for the family’s future and their
retirement. One respondent expressed that:

other benefits of having a succession plan. From the in

‘Well, sometimes | think my engsould gain the experience themselves.
Their world and my world areVdifferent. They know more than | do in so many
aspects. | think they can dm;‘eﬁ/onal(y, especially dealing with technology
such as the Internet, sea Website, which | know nothing about. However,
I may help them Withing like business networking and connections, if

I need to leave myzXusiness. But | have never thought about it; dealing with

day-to-day issues me busy right now’.

The message above @s us some ideas that entrepreneurs seem to see the changing business
environment from thing challenging of technology. They see that their children are capable
of working with nN: nology, but still need support from their parents especially with existing

relationships an&lnetwarks. A few respondents reflected upon their concerns about their interpersonal

relationships usiness partners and suggested that the transferring of networks is a must right now.

..my children are raised when the business was quite certain. They didn’t
@- to see the hardship of their parents in running the business in the old
days. They are now taking care of our business but still don’t get along so
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well with our business partners and other traders. They think in their own way
which sometimes differs from what we think. They lack good relationships with
business partners. And yet, many business partners seem not to fully trust them W

when it comes to big problems such as finances and credit term negotiation’. %@

Our suggestion drawn from this interview is to transfer not only business netwgfrkaxbut also
concepts and philosophy. This transfer usually takes time for successors to understan d ©rorb
fully the ideas and concepts from the business founders. Furthermore, such bucepts and

suc

philosophy may require cooperation in working together between the founders a

long period of time.
CONCLUSION AND IMPLICATION §%

SSOrs over a

Succession, especially in a family business, is a process an an event. A formal
succession plan appears instrumental to the success of an SME ain in business beyond the

founder’s generation and contribute to a family’s and country’sleco ic well-being. The sooner the

owners start the process, the better their chances for succefyl_iRamany cases, owners give thought to

succession planning, but they delay implementation. Thi @se serious problems for the business
aue

if the owners leave the business earlier than planned o death, disability or illness. Given the
importance of having a succession plan in hand, this \tudy~axplores the state and nature of succession
planning among family-owned SMEs in Thailand. It{in igates whether a formal or informal succession
plans exists in Thai SMEs and their effectiveness therein. If a firm has no plan, why is this the case?
To get first-hand data from Thai SMEs, a survey-baosgd research method was employed by developing
a questionnaire as well as conducting infarvie This paper provides findings from 330 respondents

or 33% from the questionnaire survey,m in-depth interviews on the issue of succession planning.

The results indicate a miario on having a succession plan to protect the interests
of SMEs and associated parties. The data reveal that most SMEs have no structured organisational

form as they are sole propri hip with few or no outside/external employees. As family-oriented

businesses, they feel no ur b draft a formal succession plan. Although most SMEs are operated

by their founders, they &tk ight to help ensure the intergenerational success of their businesses.
This study shows thao of SMEs have succession plans, but 78% of them are informal. Only
20% of SMEs hav 2, written plan to execute when needed. Over 70% of respondents feel no

a’ positive attitude toward drafting a plan someday. While they recognise that a

urgency despite@
succession pLan§a 0 negative impact on their businesses, they intend to wait for the last moment
i

to find the

and pot costly or even fatal to their firms.

son to carry on their businesses. This cavalier attitude appears to be non-beneficial
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However, unlike developed economies, these findings in an emerging context like Thailand’
are unsurprising, considering the socio-economic phenomenon in which enlightened self-int g@
priority over other issues regarding succession planning. This is due to the daily struggle 867‘

face in running businesses with inadequate capital and with either no employees or as few onexto

five employees, while laying aside thinking about unforeseen events that may or may no

indefinite future. However, the key issue related to successful succession planning is not 1y
understanding its urgency. Most business owners or founders do not see it as a ma O to
choose their successors, ignoring the potentially devastating consequences of faili imely prepare
for intergenerational succession. Without proper planning, many owners may @&.forced to sell their
businesses at a discount to competitors or face the associated risks of-2 si@ure and loss of
jobs. The challenge for SME owners is to turn these risks into oppor themselves and the

economy at large. It is also noteworthy that business size may have a larg

Q.efféct on how successors
are chosen. This study reveals that experience and personal relationshig prise the most important
criteria in choosing successors. Other criteria, such as commitment toWUsiaess, employees, and creativity

were omitted from this research, but they seem to grow in im(fortace as a firm grows.

Finally, in regard to management practices, the stu = dings reveal considerable room for

improvement in planning for effective succession in familyOMEs. The improvement for succession
to\&he stakeholders. Educational institutions

planning could possibly be done by providing educaf
may attempt to take this theory and practices to ‘their students to provide better understanding.
Continuing courses after graduation, short course@winar on ‘Entrepreneurship’ could be another
alternative for entrepreneurs to learn about succes%on planning. This would place knowledge where
it is needed: in the hands of business m rs gnd founders so they can proactively transfer their
businesses from one generation to the nextZturthefmore, strong support from government could promote
succession planning. Just as the Euro@an%mmission raised this awareness among business owners
and recommended several sotutiogat and fiscal fields, the Thai government can do the same.
Promotion from the public sector Wwan build motivation and acknowledgement by the private sector

to focus on business continui

the means of succession. This study contributes to the dialogue
on the urgency for successio

which SMEs can achieve @ and successful transition of ownership and control.

ning in SMEs as well as to the ongoing interest in the process by
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