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ABSTRACT 

Historically, succession planning strategy was a process primarily undertaken by the head of a family 

business or estate to select and train a successor who would become the next leader of the family 

business. The term has since been adopted for a corporate context to indicate the process of preparing 

suitable individuals to fill the roles of key organizational leaders into the league of the company. Ideally, 

successors fill crucial roles after careful and well developed plans of action have been followed to ensure 

that the new leaders have the knowledge and competences necessary to fulfill their roles successfully. 

This study was carried out to investigate managerial and succession strategy and its impact on 

organizational stability. An empirical study of selected financial institutions in Nigeria; a set of structured 

question was used as the instrument of data collection and administered on sixty (60) employees of the 

financial institution under study in Nigeria were randomly selected using the Yaro-Yename formula, a 

sample size from a population of seventy (70) – 60 respondent at 95% confidence level. Data analysis was 

made using simple percentage tables and hypotheses were tested using Pearson product moment 

correlation co-efficient and T-Text at 0.05 level of significance. The result shows that positive and 

significance relationship exist between managerial succession planning strategy and the continuity of an 

organizations performance and its survival. The result also show that positive and significance 

relationship exist between managerial succession planning strategy and the growth of an organization. It 

was concluded that managerial succession planning strategy is in imperative for the growth and stability 

in a financial industry. The study, however, recommended appropriate exist strategy arranged of good 

choices, establishing measurable goals to guide the succession planning programme, preparation of 

competency model evaluation of the entire succession planning programme on a regular basis and a host 

of others for effective managerial succession strategy in the financial institutions in Nigeria.  
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INTRODUCTION 

The business environment of today has been characterized by energizing power in both operations and 

management of human resources. Organizations all over the world are experiencing rapid technological 

advancement, short product life cycles and entry of new arrivals into the market place frequent launching 

of new products, moves by rivals into the market (including mergers and acquisition to build stronger, of 

not dominant market position) 

According to Thomson and S`trict-land (2010), highly qualified manpower are gradually, taking over 

every aspect of work life and as a result, organizations are experiencing mass movement of workers who 

possess a great magnitude of knowledge, skills and ability to areas where their worth is highly valued and 

recognized which has resulted into more openings and vacancies in such organizations 
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Furthermore, the fact that a worker will certainly at a particular time retire, get promoted, retrenched or 

even die emphasizes the fact that these are quite inevitable managerial succession strategy must be 

integrated into the process of corporate planning so that business plan or organization might achieve their 

result. 

According to Gamson and Scott (2007), asserted that managerial succession strategy is a function of 

quality development programmes available in an organization. It can also be rightly said that training of 

employees can provide organization effective success and improved productivity and efficiency and also 

healthy climate characterized by unity of purpose and the desire to improve productivity. 

Statement of Problems 

According to Thompson and Strickland (2010), the collapse of business is as a result of their inability to 

take into consideration certain factors that would lead to the growth of their organization. It has also been 

discovered that owner managers often delay succession planning until their later year and this would 

mean that there would not be enough time available to develop an effective succession plan and 

succession could take several years to be put in place. 

The maintenance and sustainability of management programmes and policies have often been hampered 

by exit of managerial personnel. Managers occupying key positions may be transferred promoted or may 

even be lost to death thus creating vacancies and operation that must be filled to ensure stability of the 

organization. This poses a great threat and could even become more complicated and dangerous when 

there is no succession plan to fill higher positions in the organizations hierarchy. Italso involves 

identifying those talents and training and developing them for these positions. 

Objectives Of The Study 

The two major objectives of the study are 

i. To identify the extent to which managerial succession strategy enhance The performance  and 

survival of financial institutions 

ii. to find out whether managerial succession strategy contribute to the growth of financial 

institutions 

Research Questions 

The following two questions were raised to guide the study 

i. To what extent does managerial succession strategy enhances the continuity of financial 

institution performance and survival? 

ii. Does managerial succession strategy contribute to the growth of financial institution? 

For the purpose of this study, the following hypothesis are considered relevant  

i. Managerial  succession strategy significantly help in enhancing the performance and survival of 

financial institutions 

ii. the managerial succession strategy contribute significantly and positively to the growth of 

financial institutions 

Scope of the Study 

The scope of the study is comprised of selected financial institutions in Nigeria, namely WEMA Bank 

plc, Access bank plc, Zenith bank plc, UBA plc and First bank plc. 

 

CONCEPTUAL FRAMEWORK 

According to Armstrong (2010), managerial planning is a process of developing individuals to fill 

organizational key roles or positions. The aim of any management succession plan is to ensure that as far 

as possible, suitable managers are available to fill vacancies created by promotion, retirement, leaving or 

transfer or death. It also aims at ensuring that small group of managers are available to fill the new 

appointments that may be estimated in the future. 

Helnweh (2014) defines managerial succession planning as the process of identifying and developing 

internal people with the potential key to fill leadership positions in the company. 

Jacoby (2009) views managerial succession planning as a strategy for identifying and developing people 

within an organization who can move up if a key employee suddenly resigns. The succession planning 

strategy process addresses the inevitable changes that occur when leaders resign, retire and are fired, get 

Onoriode & Okoh ….. ..Int. J. Business & Law Research 7(2):62-68, 2019 

 



64 
 

sack or die. It ensures that business will continue to run smoothly by identifying and training high 

potential employees for key management roles. 

Succession planning is a critical but often overlooked process and all employees need it. It is also a 

manageable event, not a major organizational crisis. Succession planning strategy is any effort designed 

to ensure the continued effective performance of an organization, division, department, of work group by 

making provisions for the development, replacement, and strategic application of key people overtime. 

Types of managerial succession strategies Huang (2004) identifies the following types of succession 

strategies 

(i) Internal succession strategy: 

This is the process that deals with passing on of senior management position to a member of 

the organization through promotion or sale. When the ownership of a business is passed 

through a sale it is called management Buy-outs i.e. where an existing management purchases 

a business from its owners. 

(ii) External succession strategy: 

This is the process whereby management team gets an individual who is not a member of the 

organization but has accurate knowledge of the working of the organization to occupy asset 

or management position. It could be in form of management Buys-in i.e. where an individual 

buys a business shares or assets from its original owners and becomes the new owner. 

(iii) Planning Succession:  

This is the process whereby a person is able to groom a succession over a period of time. It 

often occurs in large corporations and family business. The form of grooming will usually 

involve training and development process of sharing decision making and even taking over 

the company for a brief period. This type of succession plan ensures that there are little or no 

disruptions in the organizational structure. It is also known as formal succession  

(iv) Unplanned Succession: 

It is also known as informal succession and usually occurs in small organizations. This kind 

of succession exists where a person occupying a position in an organization is no longer 

available due to illness, health challenge, accident or death. This kind of succession in this 

situation has to know that this predecessor has been doing and be capable of picking up from 

where his predecessor stopped. Jessica (2008) lists the following advantages of managerial 

succession.  

i. The purpose of succession strategy is to ensure continuity of the organizations performance and 

often it’s very survival. Succession strategy helps to facilitate a smooth leadership transition. 

ii. Managerial succession helps organization to speed up the process of finding the right employee to 

fill up leadership gap 

iii. Managerial succession help organization to formulate a valuable insight about it work force by 

gathering information of their background expertise, performance and carrier aspirations. 

iv. It improves the recruitment process of key positions. Managerial succession is about finding the 

right people for the right jobs in case of expected or unexpected changes in the organization 

v. It helps to audit the talent pool of the organization which  helps in the allocation of 

responsibilities and development strategies to fill the identified gaps  

vi. Implementing succession plan helps to ensure organization bench strength, solidify the viability 

of cooperation beyond certain charismatic executive and may inform future acquisition. 

Graham (2012) identifies the following succession planning pitfalls  

i. Lack of a formal written plan for each key person or position 

ii. A rigid, inflexible plan not tailored to the head and abilities of the personnel involved.  

iii. Selection of unqualified or unmotivated people for inclusion in the succession plan. 

Quality of the individual selected is paramount to the success of the process 

iv. There is bound to be conflict whenever managerial succession takes place, an individual 

gets promoted over another because not everyone in organization can be promoted to the 
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same position at the same time. However, individuals who are not promoted would fill 

threaten and if this is not properly managed, it could lead to conflict in the organization. 

v. Too superficial and approach, with the corresponding lack of real understanding of the 

procedures and requirement of each area, the individual is exposed to during the process 

 

METHODOLOGY 

The targeted population was limited to top management staff of the following financial institutions in 

Nigeria, namely: WEMA bank plc, Access Bank plc, Zenith bank Plc, United bank for Africa Plc and 

First bank plc. 

A sample size of 60 was selected from a population of 70 using the ƴ ∞ ƴ amene’s formula which are 

given as 

n =       N   

        1+N(e)
2
 

Where  

 n=sample size sought 

 e=level of significance = 0.05% or 95% 

 N = Populated size = 70 

N = 70 

1+ 70 (0.05)
2
 =   70 

    1+0.25 

 

= 70   =      60 respondents 

  1.25  

  

Applying the formula, the sample size from a population of 70 is to despondence at 5% confidence level. 

The simple random sampling method was used to select the despondence. The study was conducted using 

the survey research design. The data used in this study where obtain from both primary and secondary 

source of data. The instrument for primary data collected was the questionnaire. Secondary data were 

collected from textbooks and publications on managerial succession strategies. Data collected where 

collated and analyzed using percentages. In addition, the hypothesis formulated where tested using the 

Pearson product moment co-relation co-efficient and the t-test at 0.05% level of significance. 

 

FINDINGS AND DISCUSSION 

The tables presented below contains the analytical details relating to our findings from the respondents 

Table I: Financial institutions studied with the number of respondent  

S/N FINANCIAL INSTITUTION NUMBER OF RESPONDENTS 

1. WEMA bank plc 6 

2 Access Bank plc 8 

3 Zenith bank plc 10 

4 UBA plc 16 

5 First bank plc 20 

 TOTAL 60 

Source: Field Survey, 2018 

Hypothesis Testing And Results 

HO: There is no significant relationship between managerial succession strategy and the growth of 

financial institution. A 5-point like scale was used with the following response categories. 

Strongly Agreed (SA)  =  5 points 

Agreed (A)      =  4 points 

Undecided    = 3 points  

Strongly Disagreed (SD)  =  2 points 
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Disagreed (D)   =  1 points 

The formula for calculating the Pearson product moment co-relation co-efficient is 

R=nExy – ExEY 

√(N∑X
2
(∑X)

2
 – (n∑Y

2
 – (∑Y

2
)] 

 

Table 2. Calculation of Pearson product moment co-relation co-efficient    

Options X points Y response XY X
2
 y

2
 

Strongly 

agree 

5 30 150 25 900 

agree 4 25 100 16 625 

Undecided  3 2 6 9 4 

Strongly 

disagree 

2 1 2 4 1 

Disagree 1 2 2 1 4 

Source:Field Survey, 2018 

R = 5 (260)  - (15) (60) 

√(5*55) – (15)
2
 (5*1534) –(60)

2 

 

R =1300 – 900 

√(275 -225) (7670 -3600) 

  =0.8867 

The above result shows that the managerial succession planning strategy has significant and positive 

relationship with the growth of financial institutions. But there is a greater need to test further in order to 

justify the stated hypothesis. In doing so, test of significance was employed. 

Tcal= r 

√1/n-r
2 

n-2 

 

=0.8867 

√1-0.8867
2
 

 5-3 

Tcal=2.7122 

T tab = df α0.05 

 

T tab = n-2, α 0.05 = 5-2, α0.05 

ttab=2.35 

The decision rule here is to reject H0 if tcalis >ttab, H0 is rejected which means that there is positive and 

significant relationship between managerial succession planning strategy and the growth of financial 

institution. This finding was supported by the views of prefer and Davis (2006) who stressed that 

managerial succession planning strategy improve organizational functioning and growth. Managerial 

succession strategy helps organization to pursue realistic objectives. This situation improves the 

functioning of an organization. 
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Hypothesis II 

H0: managerial succession planning strategy has no significant relationship between enhancing the 

continuity of financial institutions performance and survival. 

Table 3: Calculation of Pearson product correlation co-efficient  

Options X points Y response XY X
2
 y

2
 

Strongly 

agree 

5 31 155 25 962 

agree 4 24 96 16 576 

Undecided  3 2 6 9 4 

Strongly 

disagree 

2 1 2 4 1 

Disagree 1 2 2 1 4 

Total 15 60 261 55 1546 

Source :Field Survey, 2018 

R =5 (261)  - (15) (60) 

√(5*55) – (15)
2
 (5*1546) –(60)

2 

R = 0.89124 

From the analysis, the result implies that there is significant relationship between managerial succession 

planning strategy and the continuity of financial institutions performance and survival. But there is also 

the need to test further so as to justify the stated hypothesis. In doing so, test of significance is employed. 

Tcal= r 

√1/n-r
2 

n-2 

 

=0.89124 

√1-0.89124
2
 

 5-2 

Tcal=3.40375 

T tab = n-2, α 0.05 = 5-2, α0.05 = 3α0.05 

ttab=2.35 

Reject H0 if tcalis >ttab. 

Since tcal>ttab H0 is rejected which means that there is significant relationship between managerial 

succession planning strategy and the continuity of financial institutions performance and survival. This is 

supported by the view of Fallon (2007) who stressed that managerial succession planning strategy 

provides scope for advancement and development of employee, continuity of the organization and its 

survival. 

 

CONCLUSION   

The study examined in managerial succession strategy and its impact on organizational stability. An 

empirical study selected financial institutions in Nigeria. The study revealed that there is positive and 

significant relationship between managerial succession strategy and the growth of financial institutions. 

There is also a significant relationship between managerial succession strategy and the continuity of 

financial institutions performance and survival. 

 

RECOMMENDATIONS 

In view of the findings and conclusion of the study, the following recommendations were proposed for 

effective implementation of managerial succession planning strategies in financial institutions. 

1. Appropriate exit strategy  

For effective succession strategy, the organization should ensure that they have an appropriate exit 

strategy that would have smoothly with its succession plan. 
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2. Establish measurable goals to guide the succession planning strategy programme. Closely align 

the measurable goals of your succession planning programme to the organization measurable 

strategy. 

3. Prepare current job description so that the work to be performed is clear  

4. Prepare competency models by level on the organization chart. Use a rigorous examination of 

objective performance requirement plan for future competencies that are necessary to achieve 

future strategic goals. Ensure all competency models are clear and measurable. 

5. Communicate openly. Let staff know about your goal of preparing them for roles of increasing 

responsibility in future, making this a reward for their contributions. Explain the succession 

process, including what is expected of them and what they can expect from you and provide 

updates if there are changes along the way. 

6. Recalibrate succession planning programme goals on an annual basis. Assess changing 

competitive and organizational conditions and priorities  

7. Evaluate the entire succession planning strategy programme on a regular usually annual basis. 

Compare process and result against the measurable succession planning goals established at the 

beginning of the yearly planning cycle. 

8. Carefully define the roles to be played by each key stakeholders group in the succession planning 

strategy process. The key stakeholders include the board, chief executive office, senior 

executives, middle managers, supervisors and even workers. Keep senior managers and other 

stakeholders engaged in the succession planning programme by establishing clear measurable 

accountabilities. 
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