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Abstract

This paper examines attributes of successors’ entrepreneurial competencies 
such as risk-taking propensity, ability to exploit business opportunities, 
innovation and commitment in family businesses in Arusha City, Tanzania. 
A cross-sectional research design was employed using a quantitative survey 
approach, in which two hundred family business successors provided data for 
this paper. The data were analysed using the Hierarchical Regression Model 
to assess the influence of successors’ entrepreneurial competencies on the 
performance of family-owned SMEs. The findings indicate that successors’ risk-
taking propensity and the ability to exploit business opportunities influence 
the performance of family-owned SMEs. The paper concludes that family-
owned SMEs managed by successors who can take calculated risks and are also 
able to exploit business opportunities are in a good position to realize better 
performance in terms of net profit. It is recommended that family business 
founders should build their successors’ entrepreneurial competencies.
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1.0 Introduction

The role played by family businesses in different economies is well recorded 
(Machek, 2016; Mullens, 2018; Kiwia et al., 2019). However, a high rate of 
business failure is cited as a major challenge to most family businesses 
(Zellweger et al., 2012). This challenge has attracted the attention of several 
scholars because family businesses have a great role to play in the national 
economies.  

Literature acknowledges the role of successors in the performance of family 
businesses (Buang et al., 2013; Magasi et al., 2020). Successors of family-owned 
SMEs can contribute to the success or failure of the business. Therefore, this 
paper assesses the entrepreneurial competencies of successors of family-
owned small and medium enterprises (SMEs) in Arusha City, Tanzania.

Aruni et al. (2014) and Forster et al. (2013) perceive entrepreneurial competencies 
as a set of characteristics involving knowledge, skills, capabilities and personal 
characteristics such as open-mindedness, empathy, willingness to work hard 
and planning, which help a person to accomplish superior performance 
and can be measured against activities and the tasks given. In this paper, 
entrepreneurial competencies are considered to be personal characteristics, 
knowledge and skills which enable family-owned SMEs’ successors to produce 
outstanding performance in their daily business operations. 

It is worth noting that entrepreneurial competencies have been studied 
by different scholars (Bendary & Minyawi, 2015; Volery et al., 2015; Abaho 
et al., 2016; Nasuredin et al., 2016; Yusuff et al., 2016; Gwadabe & Amirah, 
2017; Hashim et al., 2018; Lubem & Richard, 2018), and have opined that 
entrepreneurial competencies give an individual the ability, knowledge 
and skills to manage the business. However, despite their relevance, the 
entrepreneurial competencies of successors of family-owned SMEs have not 
been intensively discussed (Letonja, 2016). 

Entrepreneurial competencies have been categorized differently by different 
scholars.  Nasuredin et al. (2016) identify six dimensions which are opportunity 
competence, relationship competence, organizing competence, strategic 
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competence, commitment competence and conceptual competence. 
Tehseen and Ramayah (2015) mention seven dimensions which are strategic 
competence, conceptual competence, opportunity competence, learning 
competence, personal competency, ethical competency and familism 
competency. Man et al. (2002) mention six groups of entrepreneurial 
competencies, namely opportunity competencies, organizing competencies, 
relationship competencies, strategic competencies, commitment 
competencies and conceptual competencies. However, the categorization of 
entrepreneurial competencies mainly depends on the purpose of the study. 
In this case, this paper is limited to opportunity exploitation ability, risk-
taking propensity, innovation and commitment competencies because these 
dimensions have behavioural elements which are considered important for 
successors of family-owned SMEs. These dimensions build family businesses a 
competitive advantage and position the businesses into good performance in 
terms of profit (Kammerlander, 2015; Gomba & Kele, 2016; Wang & Wu, 2019).  

Literature establishes that entrepreneurial competencies are associated with 
business performance (Volery et al., 2015). Entrepreneurial competencies are 
likely to help individuals to seek and grab different business opportunities 
whenever they emerge, come up with new products and services which suit 
the needs of the market and also give them the ability to strategically venture 
into new markets by setting different strategies and organizing resources 
while increasing the level of commitment to their businesses (Bengesi, 2013; 
Bengesi & Le Roux, 2014a). 

 For that case, this paper argues that successors of family-owned SMEs 
should possess entrepreneurial competencies such as risk-taking propensity, 
innovation, ability to exploit business opportunities and commitment 
which are crucial for successors to manage well and maximize the profit of 
their businesses. Thus, the relevance of entrepreneurial competencies to 
family business successors cannot be undermined. Hence, getting more 
understanding of the successors’ entrepreneurial competencies for the 
performance in family-owned SMEs was compelling.
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Moreover, literature acknowledges the fact that the family business research 
domain is in its infancy in developing countries, as opposed to developed 
countries (Basco, 2018). For example, 41.22 per cent  of some family business 
studies for the period between 2000 and 2014 were from Europe, 30.73 per 
cent were from North America, 17.75 per cent from Asia, 4.78 per cent from 
Australia and New Zealand, 4.39 per cent from South America and 1.05 per cent 
were from Africa (Machek, 2016). Furthermore, Letonja (2016) acknowledged 
that the entrepreneurial competencies of successors of family-owned SMEs 
have not been intensively discussed. Therefore, this paper aimed at addressing 
the knowledge gap by informing family business founders and stakeholders  
on the influence of successors’ entrepreneurial competencies on performance 
in family-owned SMEs in Tanzania, Arusha City in particular.

Apart from narrowing the literature gap, the findings also provide the basis 
for recommendations to family business founders and stakeholders on the 
role of entrepreneurial competencies on the performance of successors in 
family-owned SMEs. For that case, this paper is timely and significant because 
it ventures into a significant but under-researched domain of family-owned 
SMEs. 

2.0 Literature Review

2.1 Theoretical framework

The Resource Based View (RBV) was used to explain successors’ entrepreneurial 
competencies in family-owned SMEs. According to RBV, a business distinguishes 
itself from its competitors and builds a sustainable competitive advantage if it 
possesses valuable, inimitable and rare resources (Barney, 1991). In this paper, 
entrepreneurial competencies such as risk-taking propensity, innovation, 
opportunity exploitation and commitment are considered as valuable and 
rare resources that may account for a firm’s competitive advantage. They 
are considered to be rare because not all successors of family-owned SMEs 
possess these attributes at any time in life, and they are valuable because 
when possessed by successors of family-owned SMEs they contribute to the 
firms’ performance. The framework (RBV) was also considered appropriate in 
studying successors of family business entrepreneurial competencies because 
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successors of family-owned SMEs with the above-mentioned entrepreneurial 
competencies are expected to increase the performance of their business 
in terms of profit as suggested by the literature on business performance in 
terms of net profit (Aruni et al., 2014; Muthee and Ngugi, 2014; Tehseen and 
Ramayah, 2015). Controlled variables such as business location, business 
capital, business experience and the number of employees which in Figure 1 
are indicated by a dotted line are likely to influence the performance of family-
owned SMEs. Thus, the performance of family-owned SMEs in terms of net 
profit (dependent variable) is assumed to be influenced by entrepreneurial 
competencies (independent variables), while controlling the effect of 
extraneous variables (control variables).

 Figure 1. Conceptual framework

For ages, business capital and other physical assets have been considered 
important in predicting business performance in terms of profit. However, 
Rothaermel (2012) upholds that knowledge and skills (competence) are more 
important than physical assets which businesses have, and it is with these 
components that businesses can excel. 

to influence the performance of family-owned SMEs. Thus, the performance of family-owned SMEs in 
terms of net profit (dependent variable) is assumed to be influenced by entrepreneurial competencies 
(independent variables), while controlling the effect of extraneous variables (control variables). 
 
 

  
 Figure 1. Conceptual framework 
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 Business experience 
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Successors Entrepreneurial 
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 Opportunity exploitation 

ability 
 Innovation 
 Commitment 
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2.2 Overview of successors’ entrepreneurial competencies

We (2017) defines competence as measurable or observable skills, knowledge, 
abilities or behaviour of an individual that would allow him or her to lead 
successfully different activities and act in a wide variety of situations. Similarly, 
Kaur and Bains (2013) define competence as acquired knowledge, skills, 
experience and attitude which are essential for effective performance of a task 
or job.   

Man (2002) grouped entrepreneurial competencies into six groups, 
namely opportunity competencies, organizing competencies, relationship 
competencies, strategic competencies, commitment competencies and 
conceptual competencies. This categorization has widely been adapted and 
supported in other entrepreneurial competencies studies such as Rahman 
et al. (2015), Bendary and Minyawi (2015), Nasuredin et al. (2016) and 
Stephen et al. (2017). This paper followed the same path and adapted some 
entrepreneurial competencies dimensions developed by Man et al. (2002). In 
assessing family-owned SMEs successors’ entrepreneurial competencies, this 
paper employed risk-taking propensity, innovation, opportunity exploitation 
ability and commitment competencies. 

Risk-taking propensity is about an entrepreneur’s ability to calculate risk and 
commit resources in a business where the cost of failure is high but the return 
is also high if the business succeeds. Risk-taking propensity is considered to be 
more of entrepreneurial behaviour (Sanchez, 2013) and can be categorized into 
three dimensions: willingness to take a risk, ability to take a risk and the need to 
take a risk. It is expected that when entrepreneurs think of doing any business, 
they should study the market and carefully calculate the risks associated with 
that business. Literature highlights risk-taking propensity competence as an 
important attribute in business management and performance (Nader et al., 
2013; Karabulut, 2016; Zahra, 2018). What seems to be missing in the literature 
is a scholarly discussion on risk-taking propensity focusing on successors of 
family-owned SMEs. This paper argues that successors of family-owned SMEs 
should possess risk-taking competence as it is an important attribute for 
performance in family-owned SMEs. Thus, it was hypothesized that:
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1.  Risk-taking propensity competence has an influence on the performance 
of family-owned SMEs. 

This paper also assessed successors of family-owned SMEs’ ability to exploit 
business opportunities.  This is the entrepreneurs’ ability to find different 
business opportunities existing in society and utilize them for the performance 
of their businesses. Entrepreneurs with this competence can turn different 
challenges facing societies into business opportunities. In entrepreneurship, 
opportunity exploitation ability is a key aspect (Lopa & Bose, 2014), and in most 
cases, an entrepreneur’s level of opportunity exploitation is backed up with 
business knowledge and experience. Opportunity exploitation competence 
has been discussed in other areas such as manufacturing SMEs (Lopa & Bose, 
2014), women-led family businesses (Kickul et al., 2010) and family businesses 
in general (Mustikarini, 2017). Based on its acknowledged importance, it was of 
interest to get more insight into this competence in the context of successors 
of family-owned SMEs in Arusha City, Tanzania. Thus, it was hypothesized that,

2. Opportunity exploitation competence has an influence on the 
performance in family-owned SMEs.

Moreover, successors’ innovation competence was assessed. Innovation can 
be explained as knowledge and skills which enable entrepreneurs to do 
things in new ways, by improving the existing products and producing new 
goods and services (Rivera, 2017; Bengesi and Le Roux, 2014; Bengesi, 2013). 
It is also linked to the ability to generate profitable ideas for the well-being 
of the business. Hilman and Kaliappen (2015), in their study on innovation 
strategies and performance, confirm the importance of innovation on business 
performance. Further, Kammerlander et al. (2015) maintain that innovation is 
vital to the success of a family business. Similarly, Erdogan et al. (2020) argue 
that the continuity of family businesses in most cases depends on how they 
implement innovation. Furthermore, Anderson et al. (2014) and Duh (2015) 
emphasize successors’ innovation for the survival and progress of family 
businesses. In general, innovation has gained scholarly attention, especially in 
management and entrepreneurship studies. On the other hand, as observed 
by Wang and Wu (2019), there are limited studies which have discussed 
the case of innovation competence of successors of family-owned SMEs. In 
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addition, scholars (Alberti & Pizzurno, 2013; Melendez, 2015; Duran et al., 2016) 
assert that even those limited studies were done in developed countries. Thus, 
there is a need to get more insight into innovation competence of successors 
of family-owned SMEs of Tanzania, Arusha City in particular. Therefore, it was 
hypothesized that,:

Innovation competence has an influence on the performance in family-owned 
SMEs. 

This paper also considers and assessed successors’ commitment which is one 
of the important attributes in the management of a family business (Stephen 
et al., 2017).  Commitment is about successors’ initiatives, desires and a sense 
of obligation to the performance of the family business (Sharma and Irving, 
2005). Family business successors are expected to have a strong sense of 
commitment in the daily business operations and ensure family businesses 
performs well in the market so that the business can continue to survive. In 
family business succession planning, it is asserted that business founders 
prefer most successors who are committed to the survival and continuity of 
the business (Ghee et al., 2015). On the other hand, the literature reveals that 
successors of family businesses are not committed (McMullen & Warnick, 2015).
This might be a contributing factor to the recorded high failure rate in family 
businesses. This paper postulates that, unless there are measures to motivate 
successors’ commitment to family business operations, family businesses will 
continue to face the challenge of a high failure rate. Therefore, to get empirical 
evidence on the influence of successors’ commitment on performance in 
family-owned SMEs, it was hypothesized that,Commitment has an influence 
on the performance of the family–owned SMEs.

3.0 Methodology

This study was conducted in Arusha City. The study area was selected because 
Arusha City has limited studies on family-owned SMEs compared to other 
regions in Tanzania (Magasi et al., 2020; Ngaga & Jeckoniah, 2019; Mori & 
Charles, 2018).
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The study employed a quantitative research approach and adopted a cross-
sectional research design. The sampling frame included 485 family-owned 
SMEs successors whereby Ward Executive Officers, Trade Officers and business 
persons in the study area assisted in  identifying family-owned SMEs successors. 
The formula for calculating sample size proposed by Yamane (1973) was used 
to determine the sample size. A sample size of 219 respondents was obtained.

2)(1 eN
Nn

+
= …………………………………………………. (1)

Where     n   = Sample size

      N  = Population (successors)

                 e  = error term (5%)

Thus,

219
)05.0(4851

485
2 =+

=n

219=n

A sample size of 219 respondents was randomly drawn from the sampling frame 
using a simple random sampling technique (lottery). The technique allows the 
use of inferential statistics in data analysis and is a bias-free technique which 
gives equal chances for every individual in a sampling frame to be included in 
a sample (Bernard, 2013). Every successor in the sampling frame was assigned 
a number, then numbers were selected at random.  

In the data collection process, a structured questionnaire was used to collect 
data on successors’ entrepreneurial competencies and family-owned SMEs’ 
performance in terms of net profit. The questionnaire was distributed to two 
hundred nineteen randomly selected successors drawn from the sampling 
frame of successors identified from all wards of Arusha City. 

In this paper, the variables measured include successors’ entrepreneurial 
competencies and performance (net profit).Entrepreneurial competencies 
are considered as knowledge, skills, capabilities and personal characteristics 
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which help a person to accomplish superior performance (Aruni et al., 
2014). Entrepreneurial competencies which in this paper were treated 
as independent variables were measured by four constructs: Risk-taking 
propensity, innovation, opportunity exploitation and commitment. For each 
construct, there were five statements developed from a behavioural focus 
and elements associated with each type of competence. Therefore, an index 
summated scale which comprised twenty statements was used to measure 
entrepreneurial competencies Tabachnick and Fidell (2007). The respondents 
were asked to indicate whether they strongly agree (5 points), agree (4 points), 
neutral (3 points), disagree (2 points) and strongly disagree (1 point) with each 
of the statements. 

SMEs’ performance is considered as an achievement in running a business 
(Hasan &Almubarak, 2016). In SMEs, performance can be measured using 
financial or non-financial measures depending on the purpose of the study. 
Non-financial measures include but are not limited to family reputation, 
customer satisfaction and employee’s satisfaction. Financial measures are such 
as assets turnover, profit and sales (Bengesi, 2013; Le Roux & Bengesi, 2014; 
Bengesi & Le Roux, 2014b; Maziku et al., 2014). Williams (2018) subscribes that 
the majority of the studies on SMEs’ performance use financial measures. The 
use of one financial measure in this paper (net profit) was largely motivated by 
literature. For example, according to Xheneti and Bartlett (2012), the objective 
of most of firms is to maximize profit, thus, the performance of the firm should 
be measured based on profit. In this paper, performance was treated as the 
dependent variable, whereby net profit which is one of the financial measures 
was used as a measure of family-owned SMEs’ performance and was measured 
at the ratio level. The net profit was determined by the following formula:

Total sales   - total costs = Net profit

However, business location, business capital, the number of employees and 
business experience were treated as control variables. Business location was 
measured at the nominal level, business capital was measured at the ratio 
level, the number of employees and business experience were measured at 
the ratio level.
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SPSS (Version 21) was used in the analysis of data obtained from the 
questionnaire.  Guided by the study’s objectives and hypotheses, a hierarchical 
regression model was used to assess the influence of successors’ entrepreneurial 
competencies (risk-taking propensity, opportunity exploitation ability, 
innovation and commitment) on the performance of family-owned SMEs. This 
model was employed because of its ability to show the effects of controlled 
variables in the model (Pallant, 2007; Field, 2009). In a hierarchical regression 
model, variables are entered in blocks; each independent variable is assessed 
in terms of what it adds to the prediction of the dependent variable after 
the previous variables have been controlled. To ensure the reliability of the 
results, data were examined for conformity of regression model assumptions. 
The assumptions examined were sample, sample size, outliers, linearity, 
homoscedasticity, multicollinearity and normality. In assessing the influence 
of successors’ entrepreneurial competencies on performance of family-owned 
SMEs, the actual sample size of 200 respondents was used (only successors 
who had been heading the family-owned SMEs for three years or longer. 
The respondents (successors of family-owned SMEs) who had not headed 
businesses for the duration of three years and above (19 respondents) were 
excluded from the analysis of family-owned SMEs’ performance. The decision 
of using the respondents with three years and above of business experience in 
measuring the performance in terms of the net profit was drawn from previous 
studies which measured SMEs’ performance (Maalu et al., 2013; Bengesi & Le 
Roux, 2014a; Bengesi & Le Roux, 2014b). Thus, to respond to the formulated 
hypotheses one up to four, a hierarchical regression model was used with an 
actual sample size of 200 respondents.

4.0  Results and Discussion

4.1 Results for multiple regression assumptions tests

Results on data conformity to the examined assumptions (sample and sample 
size, outliers, linearity, homoscedasticity, multicollinearity and normality) in the 
application of the regression model were as follows: the paper had a sample 
size of 200 respondents who were randomly selected from a sampling frame. 
This sample size is considered adequate for the application of the regression 
model because of Tabachnick and Fidell (2007) argument that in using the 
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regression model a sample size greater than or equal to 200 is considered 
sufficient. Scores of outliers check revealed an even slope, and there were 
no data points placed separately far away on their own. The dependent 
variable, when checked in a scatter plot, showed no values with standardized 
residual values higher than 3.3 or less than -3.3, which means that there were 
no outlier values. A test for linearity assumption was carried out using P-P 
plots. The results showed that data points were close and reasonably straight 
to the diagonal line. These results suggest that data achieved the linearity 
assumption, and there was no major deviation from normality. A colinearity 
test was conducted, and the results are presented in Table 1. A tolerance of less 
than 0.1 indicates multicollinearity (Pallant, 2007). 

The results in Table 1 demonstrate that there was no multicollinearity among 
the independent variables. VIF values above 10 suggest a possibility of 
multicollinearity (Pallant, 2007). The recorded VIF values are below 10, and the 
tolerance values are greater than 0.1; which means that the model satisfied 
the multicollinearity assumption. These results confirm that the data met the 
requirements for this assumption.

Table 4: Entrepreneurial competencies variables: Multicollinearity results

Model Tolerance VIF

(Constant)

Risk taking propensity 0.750 1.334

Innovation 0.527 1.899

Opportunity exploitation 0.769 1.301

Commitment 0.602 1.661

Business location 0.945 1.058

Business Experience 0.657 1.523

Number of employees 0.917 1.090

Business capital 0.987 1.013

a. Dependent Variable: Profit
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Furthermore, a scatter plot was used to check data homogeneity of variance. 
When residuals show a clear pattern, they suggest homoscedasticity. The 
results showed no clear pattern of the residuals. The residuals are roughly 
rectangularly distributed. This result suggests that the model satisfied the 
homoscedasticity assumption. The data were also tested for normality 
assumption by using Q-Q plots. The data points were reasonably close to the 
diagonal line. These results imply that the model satisfied the normality test. 
The results from all the tested regression assumptions demonstrate that the 
data met all the requirements. The data were analysed  using a hierarchical 
regression model.

4.2 Influence of successors’ entrepreneurial competencies on the 
performance in family-owned SMEs

The hierarchical regression results in Table 2, show that the R2 value was 0.097.  
This means that the control variables (business location, business capital, 
number of employees and business experience) explained 9.7 per cent of 
the variance in business profit. In model 2, the R2 value was 0.167, which 
means the total variance explained by the model as a whole was 16.7 per 
cent . Entrepreneurial competencies explained an additional 7 per cent  of the 
variance in the business profit after controlling for business location, business 
capital, the number of employees and business experience. 

Risk-taking propensity recorded a beta value of β = 0.164 (p = 0.032; p < 0.05). 
Thus, hypothesis one failed to be rejected. These results show that risk-taking 
propensity is statistically significant in predicting performance in terms of 
profit in family-owned SMEs. Further, this implies that a one unit increase in 
the successors’ risk-taking propensity, will increase profit by 0.164 units.
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Table 5: Influence of successors’ entrepreneurial competencies on 
performance in family-owned SMEs

Mode 1: Predictors: Business location, Business capital, Number of employees, 

Business experience

Model 2: Predictors: Business location, Business capital, Number of employees, 

Business experience, Risk taking propensity, Innovation, Opportunity 

exploitation ability and Commitment

Dependent variable:  Performance (Net Profit)

Significance Level:  0.05

These results suggest that family-owned SMEs managed by successors who are 
risk takers are more likely to have good performance in terms of profit. Successors 
will not be afraid of investing in new markets, and also introduce new products 
in the market to increase the profit of their business. These findings corroborate 
with the findings in a study by Zahra’s (2018) and a study by Karabulut’s (2016) 
indicating the importance of risk-taking propensity for business performance. It 
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is evident that, risk-taking propensity competence is inevitable for family-owned 
SMEs to continue to survive and make a profit in the market.

The opportunity exploitation ability recorded a beta value of β= 0.156 (p = 0.04; p 
< 0.05). Thus, hypothesis two failed to be rejected as well. These results illustrate 
that the opportunity exploitation ability is statistically significant in predicting 
performance in terms of profit in family-owned SMEs. These results suggest that 
when successors exploit different business opportunities in the market, there 
is a possibility of increasing the profit of the family business. Moreover, this 
implies that one unit increase in the successors opportunity exploitation ability, 
will increase the profit by 0.156 units. Similar findings were reported by Lopa 
and Bose (2014) on the importance of opportunity exploitation for business 
performance.

Innovation was also statistically not significant in predicting the performance of 
family-owned SMEs, recording a beta value of β = -0.060 (p = 0.513; p > 0.05). 
Thus, hypothesis three was rejected. Again, these results differ from what was 
expected. Innovation was expected to influence performance in family-owned 
SMEs. In the contrary, the results showed that the more the successors were 
innovative, the more the profit decreased.  Erdogan et al. (2020) observe that 
the way innovation is implemented is likely to contribute to the performance 
of the business. These results, in a way, reflect what is practically happening 
in the field. Experience shows that, most family business successors normally 
continue to do businesses which had been done by their founders. Moreover, 
most of them seem not to take the initiatives of doing anything different from 
what they have inherited or some of them do innovations without proper 
information about the business and the market. This might be a result of the 
challenge which faces most family-owned SMEs whereby business founders do 
not relinquish full power to their successors. In one way or another, they keep on 
engaging themselves in business operations (Kiwia et al., 2019). This might limit 
the successors’ innovation because they are not in full control of the business, 
and contribute to the failure of most family businesses in the early years after 
the departure of the founders. It is assumed that the successors’ innovativeness 
is also affected by factors such as inadequate preparation to take the lead in 
the business, low level of commitment and fear of failing when expanding the 
business.
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As illustrated in Table 2, commitment competence was not statistically 
significant in predicting performance in family-owned SMEs, although it 
recorded a positive beta value of β= 0.123 (p =0.148; p > 0.05). Thus, hypothesis 
four was rejected. However, by showing that commitment was not statistically 
significant in predicting performance in family-owned SMEs, these results 
differ from what was expected that commitment influences performance in 
family-owned SMEs. This might be a result of how family business successors 
were obtained and oriented in ownership and management of the family 
business. In their study on succession dilemma, McMullen and Warnicks (2015) 
observed that family business successors’ commitment is important but 
unfortunately most of these successors are not committed. This increases the 
chances of affecting the performance of family businesses, and contributes 
to increasing their failure rate. Moreover, Saan et al. (2018) opined that most 
family business founders are not willing to relinquish full power to their 
successors. This, in a way, might contribute to lowering their commitment 
level to business operations. This was also observed by Kiwia et al. (2019) in 
their study on succession planning in family-owned SMEs.

These findings reflect what other scholars have reported. For example, 
Barazandeh et al. (2015) found a positive relationship between entrepreneurial 
competencies and business performance. Also, studies (i.e., Sarwoko et al., 
2013; Lopa & Bose, 2014; Tehseen & Ramayah, 2015; Volery et al., 2015; Yusuff 
et al., 2016) observe that entrepreneurs’ entrepreneurial competencies are 
important for performance in business. Thus, it is observed that entrepreneurial 
competencies not only have a relationship with business performance but are 
also an essential aspects in business performance. The results align well when 
linking them with the Resource Based View (RBV), which was used to frame 
this paper. Successors of family-owned SMEs who differentiate themselves 
from other entrepreneurs by possessing competencies such as risk-taking 
propensity and opportunity exploitation ability seem to influence family-
owned SMEs performance in terms of business net profit in the study area. 
These results provide empirical evidence of the influence of successors’ risk-
taking propensity and the opportunity exploitation ability on the performance 
of family-owned SMEs. 
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5.0 Conclusions and Recommendations

This paper examined the influence of successors’ entrepreneurial competencies 
on the performance of family-owned SMEs in Arusha City, Tanzania. The paper 
found that, entrepreneurial competencies (risk-taking propensity and opportunity 
exploitation ability) had influence on the performance of family-owned SMEs. Also, 
the paper found that the successors’ innovation and commitment competencies 
did not influence performance in family-owned SMEs. The paper confirmed the 
Resource-Based View whose main argument is that a business distinguishes 
itself from its competitors and builds a sustainable competitive advantage if it 
possesses valuable, inimitable and rare resources. Successors of family-owned 
SMEs possessing risk-taking propensity competence, and the ability to exploit 
business opportunities competence position their family businesses with more 
chances of increasing their performance in terms of profit.  

From the findings, it is concluded that family-owned SMEs managed by successors 
who are able to take calculated risks and exploit business opportunities are in a 
good position to realize better performance in terms of net profit. Moreover, it 
is concluded that, high business capital and a controlled number of employees 
which positively contribute to the performance of family business, position 
family-owned SMEs in a good position to realize more profit. 

Based on the conclusions, this paper offers the following recommendations: since 
successors’ risk-taking propensity and ability to exploit business opportunities 
are associated with family-owned SMEs’ performance in terms of profit, business 
founders should engage their successors in their business activities to build their 
competencies in risk-taking and exploitation of business opportunities.

Additionally, training institutions should ensure that they have programmes 
which can be in the form of tailor-made short courses for successors of family-
owned SMEs. The major focus should be on enhancing family business successors’ 
competencies in risk-taking and exploitation of business opportunities. Also, 
business founders and their successors are urged to ensure that they increase 
their business capital. Finally, employment in family-owned SMEs should focus 
on only persons who can improve the performance of the business, and not just 
because of being members of the family.

Rose H. Kiwia, Kenneth M.K. Bengesi and Daniel W. Ndyetabula



AJASSS     Volume 4,  Issue No. 1, 2022 page 237

References

Abaho, E., Sylvia, A., Ntayi, J. M. and Kisubi, M. K. (2016). Firm capabilities, 
entrepreneurial competency and performance of Ugandan SMEs. 
Business Management Review,105-125.

Alberti, F. G. and Pizzurno, E. (2013). Technology, innovation and performance in 
family firms. International Journal of Entrepreneurship and Innovation 
Management 17(1), 142 – 161.

Anderson, N., Potocnik, K. and Zhou, J. (2014). Innovation and creativity in 
organizations. A State of the science review. prospective commentary 
and guiding framework. Journal of Management 40(5), 1297 – 1333.

Aruni, W., Akira, K. and Hironori, Y. (2014). Entrepreneurial competencies and 
entrepreneurial orientation of tea manufacturing firms in Sri Lanka. 
Asian Social Science 10(18), 50 – 62.

Barazandeh, M., Parvizian, K., Alizadeh, M. and Khosravi, S. (2015). Investigating 
the effect of entrepreneurial competencies on business performance 
among early stage entrepreneurs. Journal of Global Entrepreneurship 
Research 5(18), 2 – 12.

Barney, J. B. (2001). Resource-based theories of competitive advantage: A 
ten years retrospective on the resource- based view. Journal of 
Management 27(6), 643 – 650.

Basco, R. (2018). Family business in emerging markets.  In:  The Oxford Handbook 
of Management in Emerging Markets. (Grosse, R. and Meyer, K. E.). 
Oxford University Press, Oxford. pp. 527 – 546.

Bendary, N. A. and Minyawi, A. E. (2015). Entrepreneurial competencies effect on 
Small and medium enterprises performance through the mediation 
effect of psychological contracting of outsourcing. International 
Journal of Business and Economic Development 3(2), 23 – 38.

Bengesi, K. M. K. (2013). Strategic entrepreneurial response of small and 
medium enterprises. Thesis for Award of PhD Degree at University of 
Pretoria, South Africa. 340pp.

Rose H. Kiwia, Kenneth M.K. Bengesi and Daniel W. Ndyetabula



AJASSS     Volume 4,  Issue No. 1, 2022 page 238

Bengesi, K. M. K. and Le Roux, I. (2014a). The influence of dimensions of 
networking capability in small and medium enterprises performance. 
International Journal of Business and Social Science 5(2), 189-200.

Bengesi, K. M. K. and Le Roux, I. (2014b). Strategic entrepreneurial response of 
small and medium enterprises in developing economies. International 
Journal of Business and Management 9(2), 153 – 165. 

Buang, N. A., Ganefri, G. and Sidek, S. (2013). The family business succession 
of small and medium enterprises and post-transition business 
performance. Asian Social Science 9(12), 79 – 92.

Duh, M. (2015). Succession process. A chance for rebirth or failure of a family 
business. International Journal of Business and Management 10(3), 
45 – 56.

Duran, P., Kammerlander, N., Essen, M. and Zellweger, T. (2016). Doing more 
with less Innovation input and output in family firms. Academy of 
Management Journal             2016, 1-76.

Erdogan, I., Rondi, E. and De Massis, A. (2020). “Managing the tradition and 
innovation       paradox in family firms: A family imprinting perspective.” 
Entrepreneurship Theory and Practice 44(1), 20 – 54.

Field, A. (2009). Discovering Statistics Using SPSS. (3rd Ed.) SAGE Publications Ltd. 
London. 821pp.

Forster, M., Parrer, P. and Woess, N. M. (2013). Personality, blessing or curse. 
The entrepreneurs path from personal to leadership competencies. 
Organizacija 46(5), 221 – 231.

Ghee, W. Y., Ibrahim, M. D. and Halim, H. A. (2015). Family business succession 
planning. Unleashing the key factors of business performance. Asian 
Academy of Management Journal 20(2), 103 – 126.

Gomba, M. and Kele, T. (2016). Succession planning in black owned businesses: 
A South African perspective. International Journal of Business 
Administration 7(5), 9 – 21.

Gwadabe, U. M. and Amirah, N. A. (2017) Entrepreneurial competencies. SMEs 
performance factor in the challenging Nigerian Economy. Academic 
Journal for Economic Studies 3(4), 55 – 61.

Rose H. Kiwia, Kenneth M.K. Bengesi and Daniel W. Ndyetabula



AJASSS     Volume 4,  Issue No. 1, 2022 page 239

Hasan, F. S. and Almubarak, M. M. S. (2016). Factors influencing women 
entrepreneurs performance in SMEs. World Journal of Entrepreneurship, 
Management and Sustainable Development 12(2), 82 – 101.

Hashim, N. A., Raza, S. and Minai, M. S. (2018). Relationship between 
entrepreneurial competencies and small firm performance: Are 
dynamic capabilities the missing link? Academy of Strategic 
Management Journal 17(2), 1 – 10.

Hilman, H. and Kaliappen, N. (2015).  Innovation strategies and performance: 
are they truly linked? World Journal of Entrepreneurship, Management 
and Sustainable Development 11(1), 48 – 63.

Kammerlander, N., Sieger, P., Voordeckers, W. and Zellweger, T. (2015). Value 
creation in family firms: A model of fit. Journal of Family Business 
Strategy 6(2), 63–72.

Karabulut, A. T. (2016). Personality traits on entrepreneurial intention. Procedia-
Social and Behavioral Sciences 229, 12 – 21.

Kaur, H. and Bains, A. (2013). Understanding the concept of entrepreneur 
competency. Journal of Business management and social Sciences 
Research 2(11), 31 – 33.

Kiwia, R. H., Bengesi, K. M. and Ndyetabula, D. W. (2019). Succession planning 
and performance of family-owned small and medium enterprises in 
Arusha-City Tanzania. Journal of Family Business Management 10(3), 
213 – 230.

Letonja, M., Jeraj, M. and Maric, M. (2016). An Empirical study of the relationship 
between entrepreneurial competencies and innovativeness of 
successors in Family SMEs. Organizacija 49(4), 225 – 239.

Lopa, N. Z. and Bose, T. K. (2014). Relationship between entrepreneurial 
competencies of SME owners/managers and firm performance: 
A study on manufacturing SMEs in Khulna City. Journal of 
Entrepreneurship and Management 3(3), 1–12.

Lubem, A. E.   Richard, A. T. (2018). Entrepreneurial competencies and 
entrepreneurial mindset as determinants of small and medium scale 

Rose H. Kiwia, Kenneth M.K. Bengesi and Daniel W. Ndyetabula



AJASSS     Volume 4,  Issue No. 1, 2022 page 240

enterprises performance in Nigeria. Global Journal of Management 
and Business Research 18(13), 25 – 34.

Maalu, J., Mc- Cormick, D., K’obonyo, P. and Machuki, V. (2013).Succession 
strategy and performance of small and medium family businesses in 
Nairobi, Kenya. International Journal of Education and Research 1(6),.1 
– 22.

Machek, O. (2016). The development of family business literature in 2000-2014: 
What can we learn from Scopus. International Journal of Economics 
and Statistics   4,. 156 – 160.

Magasi, C., Tonya, E. and Kapaya, S. M. (2020). Factors for selecting incompetent 
successors in family owned manufacturing firms in Dar es Salaam 
Region, Tanzania. Journal of Co-Operative and Business Studies 5(1), 
126 – 136.

Man, T. W. Y., Lau, T. and Chan, K. F. (2002). The competitiveness of small and 
medium enterprises. Journal of Business Venturing 17(2),. 123–142

Maziku, P., Majenga, A. and Mashenene, R. G. (2014). The effects of socio-cultural 
factors on the performance of women small and medium enterprises 
in Tanzania. Journal of Economics and Sustainable Development 5(21), 
51 – 62.

McMullen, J. S. and Warnick, B. J. (2015). To nurture or groom? The parent-
founder succession dilemma. Entrepreneurship Theory and Practice 
2015, 1379 – 1412.

Melendez, A. P., Soto, J. D. and Moreno, A. G. (2015). Empirical research on 
innovation in family business. Literature review and proposal in an 
Integrative framework. Review of Business Management 17(56),1064 
– 1089.

Mori, N. and Charles, G. (2018). The role of board of directors of family-owned 
Microfinance Institutions: lessons from the boardroom. Journal of 
Family Business Management 9(1), 79 – 97.

Mullens. D. (2018). Entrepreneurial orientation and sustainability initiatives in 
family firms. Journal of Global Responsibility 9(2), 160 – 178.

Rose H. Kiwia, Kenneth M.K. Bengesi and Daniel W. Ndyetabula



AJASSS     Volume 4,  Issue No. 1, 2022 page 241

Mustikarin, C. N. (2017). Factors of opportunity awareness in family business 
successor generation at Surabaya. International Journal of Academic 
Research in Business and social Sciences 7(12), 1100 – 11100.

Muthee. J. and Ngugi, K. (2014). Influence of entrepreneurial marketing on 
the growth of SMEs in Kiambu Town-CBD, Kenya. European Journal of 
Business Management 1(11), 361 – 377.

Nader, S., Amiri, S., Mohammad, M. and Vina, T. (2013). Antecedent to 
development and growth of family businesses in Iran. African Journal 
of Business Management 7(7): 490 – 500.

Nasuredin, J., Halipah, A. H. and Shamsudin, A. S. (2016). Entrepreneurial 
competency and SMEs performance in Malaysia. Dynamic capabilities 
as mediator. International Journal of Research 3(14), 4759 – 4770.

Ngaga, L. Y. and Jeckoniah, J. N. (2019).  Gender dynamics and success of small 
and medium family businesses in Morogoro Municipality, Tanzania. 
East African Journal of Social and Applied Sciences 1(2), 49 – 57.

Pallant, J. F. (2007). SPSS Survival Manual. A Step by Step Guide to Data Analysis 
Using SPSS. (3rd Ed.) McGraw-Hill Education, Open University Press. 
335pp.

Rahman, S. A., Amran, A., Ahmad, H. N. and Taghizadeh, S. K. (2015). Supporting 
entrepreneurial business success at the base of pyramid through 
entrepreneurial competencies. Management Decision 53(6), 1203 – 
1223.

Rivera, M. J. (2017). Leveraging innovation and entrepreneurship as a source 
for organizational growth. International Journal of Innovation Science 
9(2), 137 – 152.

Rothaermel, F. T. (2012). Strategic Management Concepts and Cases. McGraw-
Hill/Irwin, New York. 864pp.

Saan, R., Kwesi, F. and Nyewie, R. (2018). Factors influencing success in planning 
for continuity of family owned businesses in the Wa Municipality, 
Ghana. Universal Journal of Management 6(5), 165 – 177.

Rose H. Kiwia, Kenneth M.K. Bengesi and Daniel W. Ndyetabula



AJASSS     Volume 4,  Issue No. 1, 2022 page 242

Sánchez, J. C. (2013). The impact of an entrepreneurship education program 
on entrepreneurial competencies and intention. Journal of Small 
Business Management 51(3): 447 – 465.

Sarwoko, E., Surachman, A. and Hadiwidjojo, D. (2013). Entrepreneurial 
characteristics and competency as determinants of business 
performance in SMEs. Journal of Business and Management 7(3), 31 
– 38.

Sharma, P. and Irving, P. G. (2005). Four bases of family business successor 
commitment: Antecedents and consequences. Entrepreneurship: 
Theory and Practice 29, 13 – 33.

Stephen, I. A., Ayodele, O. M., Oluremi, O. A. and Ifeoma, N. C. (2017). Enhancing 
the performance of Agro based SMEs. The role of entrepreneurship 
competencies. Covenant Journal of Entrepreneurship 1(1), 44 – 51.

Tabachnick, B. and Fidell, L. (2007). Using Multivariate Statistics. (4th Ed.). Harper 
Collins, New York. 983pp.

Tehseen, S. and Ramayah, T. (2015). Entrepreneurial competencies and 
SMEs Business Success: The contingent role of external integration 
Mediterranean. Journal of Social Sciences 6 (1), 50 – 61.

URT (2016).  Statistical Business Register Report, Tanzania Mainland. National 
Bureau of Statistics, Dar es Salaam. 65pp.

Volery, T., Mueller, S. and Von Siemens, B. (2015). Entrepreneur ambidexterity: 
a study of entrepreneur behaviours and competencies in growth-
oriented small and medium-sized enterprises. International Small 
Business Journal 33(2),. 109 – 129.

Wang, Q. and Wu, Q. (2019). Evaluation on innovation efficiency of successor of 
Chinese listed-family business based on DEA. International Journal of 
Innovation Science 11(3),  454-469.

WE, L. (2017). Towards creating an entrepreneur competencies model. Journal 
of Entrepreneurship and Organization Management 6(2), 1 – 6.

Williams, R. I. (2018). Measuring family business performance, research trends 
and suggestions. Journal of Family Business Management 8(2), 146 
– 168.

Rose H. Kiwia, Kenneth M.K. Bengesi and Daniel W. Ndyetabula



AJASSS     Volume 4,  Issue No. 1, 2022 page 243

Xheneti, M. and Bartlett, W. (2012). Institutional constraints and SME growth 
in post-communist Albania, Journal of Small Business and Enterprise 
Development 19(4), 60 – 626.

Yamane, T. (Eds) (1973). Statistics: An Introductory Analysis.  Harper and Row, 
New York. 915pp.

Yusuff, Y. Z. M., Bakar, A. A. and Ahmad, S. (2016). Determinant factor of women 
entrepreneurs business performance. A conceptual framework. 
Journal of Global Business and Social Entrepreneurship 1(1), 55 – 67.

Zahra, S. A. (2018). Entrepreneurial risk taking in family firms. The wellspring of 
the regenerative capability. Family Business Review 31(2), 216 – 226.

Zellweger, T. M., Nason, R. S. and Nordqvist, M. (2012). From longevity of firms 
to trans generational entrepreneurship of families: Introducing family 
entrepreneurial orientation. Family Business Review 25(2), 136 – 155.

Rose H. Kiwia, Kenneth M.K. Bengesi and Daniel W. Ndyetabula


