Succession
The king is dead, long live the king!!

The hereditary principle behind this saying is a thing of the past, or is it? Succession planning in business is a pre requisite to sustainability and ensuring that the business continues on the path of it’s founder, or if it changes direction , build on the success of the predecessors vision.

In businesses, succession planning if fraught with danger, the future leader may have been a marked man for years, and certainly in the hierachical small businesses in Victorian times the  ‘and Son’ part of the firms name came to be synonymous with stability.

In the more modern age , especially at the SME level there is quite often a vacuum when it comes to handing on the reins, so how does succession work?

There are several schools of thought on this.

Internalisation

One solution is to leave it to the founder/CEO, this will work if the firm is judged a success, in all probability there will be some grooming going on prior to the changeover to ensure a continuation of the vision, however, able and loyal employees, or sons and daughters don’t always make good leaders as deputies and offsprings are more likely to follow the leader rather than question the style and substance, at worst this may just perpetuate an incorrect strategy, at best it is more of the same (which may not be sustainable long term)

Being a hard act to follow is exactly that, nobody wants to change since everything has been going well and so lets have more of the same.

You can of course do this for a time. At the SME level this period is quite short, larger organisations experience a built in inertia.
If the leader in an SME has been round for a long time, and has delivered success, myths begin to develop about his invincibility and emotion and illogicality creeps into the organisational culture

If the leadership style has been autocratic and dominating, which is more prevalent in SMEs then to replace this with someone similar is difficult, because the original management style stultifies exactly those sort of qualities in those people around him that the leader has himself displayed.

If there are good subordinates who are capable of leadership already in the SME, they may have criticised the leader on occasions and this behaviour  may or may not commend itself to the leader as potential succession.

More often than not these critical thinkers leave and set up Rival businesses, due to the autocratic behaviour displayed against them.

Externalisation
Another solution is to expose the organisation’s business model to outside parties. That is recruit someone who has a different skill set from the exiting leader to take the firm through the next growth stage, this may be a consolidation period, a period when new products or markets are`required, or maybe just a general shakeup.

The problem with this approach is that it has to be led by the existing CEO for a while and the transition period can become unstable as   the leader opens  up (to his own shortcomings.) This may be uncomfortable, and the emotional crisis this carries may just be too risky a strategy.
What is required is an understanding, especially at the SME level that a system of leadership needs to change fairly quickly if events make a change necessary.

If we see this exposure to external events as a crisis, what happens if no suitable candidate can be found?
In these circumstances failure is an option, scrapping the business model, cashing in the chips and ,maybe selling to a competitor is the usual strategy where the SME leader actually makes a decision that no one (including himself) can take this business forward..

This is where the SME may be doomed as the new owners have inherited a system that can only be run by one autocrat.

The new leader is under no apprehension he will a) have to be even more ruthless than his predecessor, or b) take his time and bend the prevailing culture to reflect his management style, the former is quick nasty and brutish, the latter takes time which may be a luxury.

Whoever this person is, there will be inevitable comparisons with the predecessor.

An Autocrat who takes over an SME in which most of the organisation expects him to fail is taking on an awesome task,

Middle Ground

What happens at the SME level is that sometime in the Leaders thinking  he has a light bulb moment.

He realises that either he cannot continue with his style, or the business model needs to be able survive without him. Thus revelation might come from his wife, his business partner, market signals, or just plain gut instinct.

When this happens the Entrepreneur then starts to re assess the capabilities of the firm, puts in decent control systems and stops flying by the seat of his pants. The wise leader recruits some skilled manpower in key positions, starts to look at how the business operates and either schools the incumbent team to take the growth forward and relinquishes some of his autocracy or goes out into the market place and finds a buyer that will appreciate the unique capabilities of the firm and grasp the business model to take it forward.

These decisions usually base itself around a buyout price and dependant on the leaders exit strategy, this tends to influence the choice of successor and succeeding team..
For this strategy to be effective, the incumbent leader needs to develope an antenna which

Recognises the skills required for the next stage

Recognises there are qualities available from within (with sufficient coaching and training) or that such qualities exist elsewhere.
Above all the existing CEO should have a mindset that  the future of the Company that he either inherited or founded is based on his own actions and decisions when it comes to succession.

So, just as an Entrepreneur needs to understand the life cycle of the business, a CEO at the SME level needs to understand his own life cycle and when to exit.

It is therefore a measure of his own success that he leaves a sustainable legacy.

