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ABSTRACT

The family business is the oldest type of business organizations worldwide. It has
been the most reliable source of income for millions of families around the world and
is the backbone of the world economy. In guinea, the family business has a
tremendous contribution to the Guinean economy and its people by providing income
to families, employment and tax revenue to the state. Despite its merit, family
businesses have always had a major weakness, that is, its low survival beyond the first
generation or, in other words, lack of continuity beyond the founder tenure. It is
estimated that fewer than 6% of all family businesses across the world survive only up
to the fourth generation. In guinea, many successful businesses in the past have ceased
to exist after their founder’s death. This study investigated how factors such as the
incumbent’s attributes, the successor’s attributes, the family relationship, the firm’s
attributes, and the estate tax and polygamy practices affect the succession planning of
Guinean family businesses. This is a cross-sectional quantitative study which used the
primary data obtained through a survey. A total of 383 respondents participated in this
study. The researcher used the theory of succession planning and mentoring, the
resource-based theory and theory of family business rivalry. Structural equation model
(SEM) was utilized to validate the model featuring factors influencing family business
succession planning (FBSP). The findings of this study show that factors such as the
incumbent’s attributes, the firm’s attributes, the polygamy practices and the estate tax
do not have a significant influence on the succession, while the successor’s attributes
and the family relationship have a significant effect on the succession planning. The
polygamy practices are found to have an indirect influence on the succession planning
through the family relationship. The findings have implications on the academic and
family business community in guinea. The new generation of entrepreneurs will have
to invest more time, money and efforts on the education and training of their potential
successors and ensure that they maintain a healthy relationship based on trust and
cooperation between family members. The new generation of entrepreneurs should be
more aware of the consequences of polygamy and the possible harm to their
businesses. This study has some limitations; therefore, a generalization of these
findings should be done with caution as more studies are needed on the topic of family
business succession in guinea.



-

& - 2 4 s
Coudl ol

Atz oS a8y QT e (3 JlesY) olezgh pll a2l JleeW) e
it (3. Ml sLasW (g adll ssaall g JWLLET a3 OBl oD Bg8se Y
La¥ly Dlaally oS 0 1335 IS e Leimdg Lié Ll 3 s (e 3l sl
S Cind oo 3l Wil ol AR DB Gyl e el e a1y )l
e 878 A b L) 8 exe W a5 T 3l ol (JgY) L) ey Ui Laslis (T
b o Ml T e @ B SITEN a a 76 e BT 0T ) ol el
SUj Ay Jj}jj\ o JA.U L} 2.>;>-L“J\ QL{J:L.M o Lde C,\.Q.;)S chnc-G L} c‘}” J:&L\ &
BNy ai=) lazdly dabgll  ele ole fae Lalge duh ) o i gunlBh
Cilad basdl (3 lrgill saw wla)ley ¢ llaall Ay ASEN aflasy (il
leake Jpnadfs gl &0Y) ULl cosdsann alaie 3aS A3 ods L Bagd) a) S|
gDy Bk cpasnal L8053 ke 1lile 175 3830 8 Y L ) I3
USAl Wslall 23081 plasid F L aB JlasY U1 2 laig ¢ 3ylshl ) dixs 2o
Wl SN (il b 3 5 @) ) a0 2308 Ass e 333 (SEM)
ASE oley aibdl  Colo oliv e Blse OF a1l oda ks els . (FBSP)
Al oler O o (3 @M (3 S 00 I3 e &)y ally Sl gl sde ol
6 O3 Sl s byt O gy BN LbE (3 1S b @b @Y1 @l
S5 el 3BT U sl N BN Vs e I bl 3 sl pe
e ) letted JlesY1 Jly e doid) LA e et Lt 3 s D, Le
) 80| e Ll a0 W8Ty cpland) (gilals o5y olad 3 35ely (U (23l
STl Jly e doadl L) 065 0T gl 530 o Oglallly 2281 e a3l
(353l Jam L) Bl ) sda L blesl e ozl ) Tally Slmglll sdas Clga Usy
o5k DL a dia el Y Bl dla O G ds ) sds ef 45 OT (2
Lad (3 ) a2l i



APPROVAL PAGE

The dissertation of Oury Bailo Diallo has been approved by the following:

Arif Hassan
Supervisor

Suhaimi Mhd Sarif
Co-Supervisor

Moha Asri Abdullah
Internal Examiner

Juhary Hj Ali
External Examiner

Rosli Mahmood
External Examiner

Radwan Jamal Yousef Elatrash
Chairperson



DECLARATION

| hereby declare that this dissertation is the result of my own investigation, except
where otherwise stated. | also declare that it has not been previously or concurrently
submitted as a whole for any other degrees at IIUM or other institutions.

Oury Bailo Diallo

Signature...........ccovviiiiiiiiiiniinnn. Date .......coovvvviiiiiiiinn.



INTERNATIONAL ISLAMIC UNIVERSITY MALAYSIA

DECLARATION OF COPYRIGHT AND AFFIRMATION OF
FAIR USE OF UNPUBLISHED RESEARCH

DETERMINANTS OF FAMILY BUSINESS SUCCESSION
PLANNING IN GUINEA

I declare that the copyright holder of this dissertation are jointly owned by the
student and 1HUM.

Copyright © 2018 Oury Bailo Diallo and International Islamic University Malaysia. All rights
reserved.

No part of this unpublished research may be reproduced, stored in a retrieval system,
or transmitted, in any form or by any means, electronic, mechanical, photocopying,
recording or otherwise without prior written permission of the copyright holder
except as provided below

1. Any material contained in or derived from this unpublished research may
be used by others in their writing with due acknowledgement.

2. 1IUM or its library will have the right to make and transmit copies (print
or electronic) for institutional and academic purposes.

3. The HHUM library will have the right to make, store in a retrieved system
and supply copies of this unpublished research if requested by other
universities and research libraries.

By signing this form, | acknowledged that | have read and understand the 1HUM
Intellectual Property Right and Commercialization policy.

Affirmed by Oury Bailo Diallo

Signature Date

Vi




| dedicate this work to: my beloved wife, Aissatou Bah, and my children Ousmane and
Amadou Tidiane Diallo and my late twin baby-boys (who pass away few days before
the final submission of this thesis) mommy and daddy and your brothers love you and
miss you so much (Rest in Peace sons),to my parents, Hadja Mariama Telly Bah and
Elhaj Mamadou Bobo Diallo, who have sacrificed so much for my education; my
uncles Bappa Elhaj Nabika Diallo (who invested a lot for my education and the
education of all the children of bourouwal and we will always be greateful to you and
may Allah reward you), Bappa Saidou Bella Diallo, Bappa Sadigou, Bappa
Abdoulaye, Bappa Boubacar and Late Kawu Amadadou Soulahah Bah (May Allah
accept him in paradise; my brothers, Late Koto Alphadjo, Koto Youssuf, and Koto
Billo, who was instrumental to sending me back to school after I dropped out; my late
sister, Aissata Diallo (May Allah accept her in paradise); to all my teachers, Mr
Sanousy Camara (EP Bourouwal), Mr Sow (EP Yimbaya Tannerie); and lecturers,

who have contributed to my education.

vii



ACKNOWLEDGEMENTS

| am indebted to so many teachers and lecturers for what | have learnt from them as a
student. During the course of my study I realized that our Muslim community is still
lacking in thinking skills. My sense of duty as a Muslim in a learning process has
increased my enthusiasm towards learning and performing these skills professionally.
This was one of my motivational factors to continue my study in this major.

viii



TABLE OF CONTENTS

ADSTTACT ... bbb ii
ADSEFACT TN ATADIC ...ttt iii
APPIOVAI PAGE ...t v
DECIATALION ...ttt bbb bt %
COPYITGNT bbb vi
=T [To= 1 o] o [ SRRSO vii
ACKNOWIEAGEMENTS ... viii
LISt OF TADIES ... bbb Xiv
LISE OF FIQUIES ...ttt XVi
LiSt OF ADDIEVIALION .....ocuiiiiiiiiicc e XVii
CHAPTER ONE: INTRODUCTION ..ottt 1
1.1 Background Of the StUAY ..........cccoueiiiiiiiiieie e 1
1.2 The Republic OF GUINEA..........ccueiiiiiiie et 5
1.2.1 Geographical LOCALION .........cccoviriiririiiieieieee e 5
1.2.2 ECONOMIC PrOfile.....ccveiiiiiiiice e 5
1.2.3 DemographicC Profile ... 6
1.2.4 SOCIOCUIUFAl PraCtiCeS......ccuviveiiiiiiiiiiiiieieiee e 7
1.2.4.1 FaMIlY SIZE ....ccooiiiiiiieee e 7
1.2.4.2 Women’s Right to Inheritance............c.ccoovviiiiiiiniiinnn, 8
1.2.4.3 Right of Widow and DIVOICEE...........cceeeverriieninisieieiene, 9
1.2.4.4 Polygamy PractiCeS..........cccvvveiviiieiieie e 10
1.2.4.5 Short-term Orientation Culture...........cccoccevevevcveienceenieeeeen, 11
1.2.4.6 Importance of Family Businesses in the Guinean
ECONOMY ... 11
1.3 Statement of the Problem............ccoiiiiiii e 13
1.4 ReSEArch ODJECLIVES.......ccoiiiiiiieiieieie et 15
1.5 ReSEArCh QUESTIONS......ccvieiieciieccree ettt ettt sree e beeanee s 16
1.6 Significance Of the STUAY ..........ccoiiiiiiii e 16
1.7 The Scope of the RESEAICh ........ccovcoiiiieiiecrce e 17
1.8 SUMMEIY ... 18
CHAPTER TWO: LITERATURE REVIEW........c. oot 19
2.1 INErOTUCTION. ...ttt 19
2.2 The Concept of Family Business Succession Planning...........cc.ccocvvenenee. 19
2.2.1 Definition of Family Owned BUSINESS.........cccccvvvivieeiieiiie e 20
2.2.2 Nature of Family Owned BUSINESSES .........coervererierienenieseseeee s 22
2.2.3 Dimensions of Family Owned BUSINESSES..........ccccveiieiireeiieiireesinnn 23
2.2.4 Different Stages of Family Business Life Cycle..........cc.ccoovvvvinnnnn. 26
2.3 Importance of Family Businesses in the ECONOMY..........cccccccvevieiiecvineenne. 26
2.4 Family Business Succession Planning.........ccccceeveriniienenenencseseeees 28
2.5 Succession Planning as a Dynamic ProCess .........ccccvvvevieiieesiecinesie e 37
2.6 Culture Influences on Family BUSINESS .........cccoovieriiiiene s 42
2.7 Perspectives 0N SUCCESSION. ........ciueiieeirieiieeiiesiteesteeesteesieesieesree e e saee s 43
2.8 Succession Planning on Family Business Continuity...........ccocceoevevviiiennen. 48



2.9 The Characteristics of Effective Succession Planning .........cccccooeeveiinnenn 49

2.10 Family Businesses Life CYCIE .......cccccveieiieiice e 51
2.11 RESEAICH GAP ...ttt 52
2.12 Factors Affecting Family Business Succession Planning..........c.c.cccee..... 54
2.12.1 The Incumbent AtIDULES ......cc.ovveiieiiiieseee e 55
2.12.1.1 AQE FACION ... 57
2.12.1.2 Reluctance to Give Control ...........cccovveveneieiiice e 58
2.12.1.3 Educational Background of the Incumbent........................ 60
2.12.1.4 Incumbent Retirement P1anning ...........ccccocevvveniinnienenn, 61
2.12.2 SUCCESSOr ALIIIDULES.......cviciieieie e 63
2.10.2.1 Succession from within the Family ............c.ccooviiiiiien, 66
2.10.2.2 Successor’s GENAECT.........cccuvveeiiiiieee it 68
2.10.2.3 Successor’s Interest in Taking over the Business............... 71
2.10.2.4 Educational Qualification of the Successor........................ 74
2.10.2.5 Experience Level of the SUCCESSOT ...........ccovervriiiiiciene, 75
2.12.3 Relationship among Family Members ..........ccccccevvevviieiiececeenn, 77
2.12.4 The Firm’s AttribDULES .....cueeeiieeiiiie e 78
2.12.4 EState TaX LAW.....cccviiiieiiieiee e 80
2.12.5 Polygamy PraCtiCeS ........ccoeiiieiiiiniiiesieee e 81
2.13 The Conceptual FrameWOorK ..........ccccceeveiiieiiiieiiese e 84
2.15 The Resource Based TheOIY ..o 85
2.15.1 TanQible ASSELS .......ciieieiiecieee st 86
2.15.2 INtangible ASSELS .......coveiicieieie e 87
2.15.3 HELEIOGENEOUS. .....eiiuviieiiiieeiiiieesiieessitee e sibe e sire e siae e e e e e ineeasne e 87
2.15.4 IMMODIIE ... 87
2.16 The Application of Resource Based Theory on the FB Studies............... 88
2.16.1 Successor’s AtIIDULES.......ceeeiiviieeiiiiiee e 90
2.16.2 Incumbent’s AttITDULES......cceiveiiiiieiiiee s 90
2.17 Theory of Family Business Rivalry..........ccccoiiiiiiiiiiiseee, 91
2.18 Theory of Family Business Rivalry............cccooeieiiiie i 92
2.18.1 Family Members’ Relationship on the Firm’s Succession
PlaNNiNg .....oceciee e 93
2.18.2 Family Members’ Relationship on Polygamy Practices.................. 93
2.09 SUMIMAIY ....eiiiiiieiiie ettt e e e nbb e e s be e e enseeeanes 93
CHAPTER THREE: RESEARCH METHODOLOGY .....cccocoviiiviirceeeeieiens 95
3L INEOTUCTION. ...ttt 95
3.2 Research Paradigm ... 95
3.3 RESEAICH DESIGN ...ttt 97
3.4 StUAY POPUIALION ...t 98
3.4.1 Criteria and Choice of Specific Respondents ............ccccevveviveiiieennnenn 99
3.4.1.1 Minimum Five Years of Operation ...........c.ccocevvvrvrivnieninennn, 100
3.4.1.2 The Family Has Majority Ownership of the Firm................ 100
3.4.1.3 The Company has at least one Family Member in
MaNAGEMENT ....ceiie e 101
3.4.1.4 The Company should have at least Three Full-time
EMPIOYEES ... 101
3.5 Sampling Method and Sample Size...........ccccviiiiiiiii 102
3.5.1 Sampling Method..........cooiiiiiiei s 102



3.5.2 SAMPIE SIZE....ooeiee s 102

3.6 Measurement of the Research Variables ..........c.ccooovvviiniiciiiiince 104
3.6.1 Family Business Succession Planning ...........cccceevveneieninnnieinennen, 105
3.6.2 Relationship among Family Members ..........cccocvevevieieeie e 106
3.6.3 Incumbent’s AttrIDULES.......eevivveeiiie e 107
3.6.4 SUCCESSOr ALIIDULES.......cviieieiieicee e 108
3.6.5 FIrm’s AtIIDULES ...ecivieeiiieeiiie e ciee s 109
3.6.6 EState TaX LAW...c.ueiiiieiiieiiesie e 109
3.6.7 POlYgamy PraCtiCeS ........ccviueiieriiiieiienie e 110
3.6.8 Summary on Measurement of Variables...........ccccovevviieiievvennenn, 110

3.7 Data Collection and ANAIYSIS .........ccceiiiieiieieeie s 111
3.7.1 Data ColECHION ......oviiiiiiiieieeee e 111
3.7.2 DAt ANAIYSIS ..ottt 112

3.7.2.1 Testing the INStrument ...........ccccoveviiie i 112

3.7.2.2 Cleaning and Transforming Data for Analysis..................... 113

3.7.2.3 Data Analysis TeChNIQUE.........ccceevveveieeie e 113

3.7.2.4 Adoption of Six-Stage SEM Data Analysis Process............. 114

3.8 Assessment of Goodness-of-fit of the Model ...........ccocoveviiiiiiiiiicien, 115

3.9 Summary of the Research Methodology ..........cccceveieiiniiiniiiiccee 115
CHAPTER FOUR: DATA ANALYSIS ...t 117

4.1 RESPONSE RALE......ciiiiiiiiiiieiiiie sttt ba e e anee e 117

4.2 DAa SCIEENMING ....cuveteieteiti ettt sttt bbb 119
4,21 OULHEIS ..ottt b 120
4.2.2 NON-RESPONSE BiaS TS .....c.viieiiiiiiieiiericsiesie e 120
4.2.2 NOMMAIILY ..ot 121
4.2.3 Linearity and HOmMOSCEASLICITY...........ccoovririeiiieiec e, 122
4.2.4 MUIICOIHINEAITLY......cvveivieieciccie e 124

4.3 DESCIIPLIVE SEALISTICS .....veviieiiieiieieeieie e 124
4.3.1 Demographic Characteristic of the Managers..........c.cccceeevvvevvenenne. 124

1 I 1= o o [T SRS 124
i T 2 o < €] o 11 o PSRRI 125
4.3.1.3 The Number of Years Working with the Company ............. 126
4.3.1.4 Number of Years in Current POSItioN ...........cccccoevvvviveeeenn 127
4.3.1.5 Educational Qualification of the Respondents ..................... 128
4.3.1.6 The Current Position of the Respondents............c.cccceevenene. 129
4.3.1.7 Family Type: Monogamy or Polygamy...........ccccccevvviieennnnns 130
4.3.1.8 Religion of the Respondents...........cccoovrereieneneneniieeeens 131
4.3.1.9 Ethnic Group of the Respondents...........cccccevvveivievieiieennnen, 131

4.4 Organisational CharaCteriStiCS........coouveiiriririiiireiee e 132
4.4.1 Location of the Family FIrms.........ccccovviiiiiic i 133
4.4.2 Number of Years the Family Business has been Operating.............. 133
4.4.3 Size of the OrganiSation...........cccveiieiiiecie e 134
4.4.4 Family Businesses based 0n SeCtor ........ccocvvvvienencie i, 135
4.4.5 The Generation of the Management............ccccovoviveeiie e sie e, 136

4.5 DESCIIPLIVE STALISTIC .......eiviiiiiiieiieieeie e 137
4.5.1 ReliabDIity . .cc.oeoiieiiice e 137
4.5.2 Exploratory Factor Analysis (EFA) ..., 138
4.5.3 Confirmatory Factor Analysis (CFA) .....cccvviiiieiiieee e 141

Xi



4.5.4 ConStruCt Validity ........cceceiieiiiinie e e 142

4.5.5 Convergent Validity ........ccccocevveiiiiieiiece e 142
4.5.6 Discriminant Validity..........cccooeviiiniiiiiiee e, 143
4.5.7 Goodness-Of-Fit INdeX (GOF).......cccveviiieiiese e 144
4.6 Measurement MO .........ccoiiiiiiie e e 145
4.6.1 Structural Model (Hypothesised Model)..........ccccccevvveiviieiieireiee 150
4.6.2 Modified Structural Equation Model ..........cccooviiiiiiiiiiiiccee, 151
4.6.3 HypOthesiS RESUILS.........ccvviieiieie e 154

4.6.3.1 The Relationship between the Incumbent’s Attributes

and the Family Business Succession Planning should

be Highly Significant and Positive (H1). ......cccccoovviviiennene. 154
4.6.3.2 The Relationship between the Successor’s Attributes

and the Family Business Succession Planning to be

Significant and Positive (H2). .......cccccoovviiiveiiieceece e 154
4.6.3.3 The Relationship among Family Members should have

a Significant and Positive Effect on the Succession

PIaNNINg (H3). ..ooveiiiieee e 155
4.6.3.4 The Relationship between the Firm's Attributes on the

Family Business Succession Planning should be

Significantly Positive (H4) ........ccccoooveveiiiieecc e 156
4.6.3.5 The Relationship between the Estate Tax and the

Family Business Succession Planning should be

Significantly Negative (H5) ......ccccooviiiiiiiince 156
4.6.3.6 The Relationship between Practices of Polygamy and

Family Business Succession Planning should be

Significant and Negative (HB)...........cccooveviveieiiieiiece e, 157
4.6.3.7 The Impact of Practices of Polygamy on the

Relationship among Family Members should be

Significantly Negative (H7) ......coovviiiiiiiiece 157

A7 SUMIMAIY ¢ttt eitee ettt stee et a e st e e sste e ssbe e e ssbe e e ssseeassseeaseeeasseeeanseeeanseeens 158
CHAPTER FIVE: FINDINGS DISCUSSION ......cccoiiiiieiiienene s 160
5.1 INTFOTUCTION. .....eeiree ettt e sreeee e nre s 160

5.1.1 The Problem Statement of this Study ...........cccccveveiviiiiiieiecee 160

5.1.2 Research ODJECtIVES .......ccecveiieiicc e 161

5.1.3 ReSearch QUESTIONS ........coeviiieeiie et 162

5.2 Discussion of FINAINGS .....ccoviiiiiiiiiiccie e 162

5.2.1 Research Question One: Do the Incumbent’s Attributes have a

Significant Impact on the Family Business Succession

PIANNING? ..o 163
5.2.2 Research Question Two: Do the Influence of the Successor’s

Attributes have any Significant Impact on the Family

Business Succession Planning? .........cccccovvvevie v 165
5.2.3 Research Question Three: Does the Family Members’

Relationship have any Significant Impact on the Family

Business Succession Planning? ..., 166
5.2.4 Research Question Four: Does Estate Tax have any

Significant Impact on the Family Business Succession

PIaNNING? ..o s 168

xii



5.2.5 Research Question Five: Do the Firm’s Attributes have any
Significant Impact on the Family Business Succession

PIANNING? ..o 169

5.2.6 Research Question Six: Do the Practices of Polygamy have a
Significant Impact on Family Business Succession Planning? ........ 170
5.3 The Implication of the FINAINGS .......ccooveveiieiec e 172
5.3.1 Implication for Academic ReSearch..........cccccooeveiiiiniiiniicicee 172
5.3.2 Implication for the Family Business Community...............cccccveenne. 173
5.3.3 Implications for PoOliCy-Makers ...........ccccooeiiiininiiiniieeeeeee 174
5.4 Limitations of the StUAY .........ccccveiiiiiicc e 174
5.5 Recommendations for Future ReSearch..........cccccovviiiiiiiiininieceee, 175
5.6 CONCIUSION ...t 176
REFERENGCES. ..ottt sttt 178
APPENDIX1  GEOGRAPHICAL LOCATION OF GUINEA .......c.ccceoveienee. 196
APPENDIX 2 HANDLER’S DESCRIPTIVE FBSP FRAMEWORK ........... 198
APPENDIX 3  RESEARCH QUESTIONNAIRE.......cccooiiiriiiiiiiiieeeieiee, 200

APPENDIX 4 KREJCIE AND MORGAN (1970) TABLE OF

POPULATION - SAMPLE SIZE DETERMINATION.......... 222

Xiii



Table 2.1
Table 3.1
Table 4.1
Table 4.2
Table 4.3
Table 4.4
Table 4.5
Table 4.6

Table 4.7

Table 4.8

Table 4.9

Table 4.10
Table 4.11
Table 4.12
Table 4.13
Table 4.14
Table 4.15
Table 4.16
Table 4.17
Table 4.18
Table 4.19
Table 4.20
Table 4.21

Table 4.22

LIST OF TABLES

A Model of Resistance to Succession in the Family Business
The industries that have been covered in this study
Summary of Data Collection

The Non-Response Bias Test

Normality Test Result

Correlations Matrix between Latent Variables

Respondents’ Gender

The Age Group of the Respondents

The Number of Years the Respondents have been with the
Company

The Number of Years Working with the Company

The Educational Qualification of the Respondents
Summary of the Position Occupied by the Respondents
Summary of the Type Marriage Union of the Respondents
The Respondents’ Religious Affiliation

Summary of the Respondent’s Ethnic Groups

The Location of the Family Companies in this Study
The Number of Years of the Family Business
Summary of the Number of Employees

Summary of Companies by Sector of Operation
Summary of Companies by Generation of Management
Summary of the Variables by Cronbach’s Alpha Value
KMO and Bartlett’s Test Result

Factors Extracted in the EFA

Total Variance Explained

Xiv

36

104
119
121
122
124
125

126

127
127
129
130
131
131
132
133
134
135
136
137
138
139
140

141



Table 4.23
Table 4.24
Table 4.25
Table 4.26
Table 4.27

Table 4.28

Discriminant Validity for Latent VVariables

Recommended Values for Measurement

Factor Loading for All Items

The Result of Measurement (GOF)

The Result of the Revised Model (Goodness-Of-Fit Indices)

Hypothesis Testing Result

XV

144
145
146
147
152

153



Figure 1.1
Figure 2.1

Figure 2.2

Figure 2.3
Figure 2.4
Figure 2.5
Figure 3.1
Figure 3.2
Figure 4.1
Figure 4.2
Figure 4.3
Figure 4.4

Figure 4.5

LIST OF FIGURES

The Gross Domestic Products of Guinea Over 10 Years
The F-PEC scale

The Mutual role adjustment in family Business succession
process

Stages of the Succession Process in a Family Business
The Proposed Conceptual Framework

VRIO framework

Positivist Approach to Research Process

Six-Stage Process of SEM Source: Hair et al. (2010)
Normal P-P Plot of Regression Standard Residual
Initial Measurement Model

Modified Measurement Model

The Initial SEM Model

The Modified SEM Model with Standardised Estimated

XVi

25

39
42
84
88
96
114
123
148
149
151

153



AVE
CEO
CFA
CFA
DTI
EFA
EFB
ET
EU
FA
FA
FA
FB
FBSP
F-PEC
GDP
GNP
GOF
IA
IMF
KMO
MBA
NR
PCM
PG
PME
PPP
RMSEA
SA
SBS
SEM
SME
SP
TPB
UNICEF
VIF
WTO

LIST OF ABBREVIATION

Average Variance Extracted

Chief Executive Officer
Confirmatory Factor Analysis
Confirmatory Factor Analysis
Department of Trade and Industry
Exploratory Factor Analysis
European Family Businesses

Estate Tax

European Union

Factor Analysis

Family Relationship

Firm Attributes

Family Business

Family Business Succession Planning
Family-Power, Experience, and Culture
Gross Domestic Products

Gross National Products
Goodness-of-fit

Incumbent Attribute

International Monetary fund
Kaiser-Meyer-Olkin

Master of Business Administration
National Registration des companies
Principal Components Extraction Method
Polygamy Practices

Petit au Moyenne Enterprises (SMEs in French)
Purchasing Power Parity

Root Mean Square Error

Successor Attribute

Small Business Services

Structural Equation Modeling

Small and Medium Enterprises
Succession Planning

Theory of Planned Behaviour

United Nations Children's Fund:
Variance Inflation Factor

World trade organization

XVii



CHAPTER ONE

INTRODUCTION

1.1 BACKGROUND OF THE STUDY

Family business (FB) represents the oldest and most prevalent type of business
organisations worldwide (Colli, 2003). It is defined as:
A business governed and/or managed with the intention to shape and
pursue the vision of the business held by a dominant coalition controlled
by members of the same family or a small number of families in a

manner that is potentially sustainable across generations of the family or
families. (Chua, Chrisman, & Sharma 1999, p. 25)

Family business consists of all types of businesses ranging from a sole
proprietorship to big registered corporations such as Wal-Mart, Samsung, Sony, Ford
and many others (IFC, 2008). It is unique in the sense that it has many elements that
are different from non-family business, e.g. continuity, purpose, business and family
relationship, business value, family culture, decision making, flexibility, and
succession. Family businesses are owner-operated and managed by family members,
who are predominantly involved in the administration, operations and strategic
determination of corporate destiny (Poutziouris et al., 2006). Family businesses differ
from other types of firm regarding ownership, business and social philosophies, and
their approach to leadership and relationships (Miller & Le Breton-miller, 2005).
Family businesses are more complex to run than non-family businesses, and decision
making is influenced by considering the interests of the business, family and the
owners, and impacts on strategic direction and decision making (Gersick et al., 1997).
Family businesses are an engine of post-industrial growth and are credited for

nurturing generations of entrepreneurial talents, sense of loyalty to business success,



long-term strategic commitment and corporate independence (Poutziouris, 2001). In
most countries, family businesses represent between 70% and 95% of all business
entities.

Family businesses play a major role in the economy by employing a majority
of the workforce, creating new jobs and generating a significant proportion of the
gross domestic product (Astrachan & Shanker, 1996). According to statistical data
provided by Small Business Services (SBS), the SMEs account for 50% of
employment in the United Kingdom, and greater than 70% in Wales and Northern
Ireland (SBS, 2003).

According to European Family Businesses (EFB, 2012), family businesses in
most countries provide between 50% to 80% of all private sector jobs. Family firms’
contribution to the national economy is evident as they offer higher employment rates
and profitability than non-family companies. Also, family firms in Finland transact
sustainable and employment friendly business (Tourunen, 2009).

There are over 10.8 million family businesses in the United States, which
account for 59% of the GDP, contributing US$5.5 trillion to the economy, and 58% of
the workforce, employing some 77 million workers (Poutziouris, Smyrnios, & Klein,
2006).

According to the European Family Business (2012), family businesses
contribute between 60% and 90% of the non-governmental GDP around the world.
They are a major contributor to the world’s gross national product (GNP) estimated to
be between 40% and 60% (Trevinyo-Rodriguez & Bontis, 2010). The most important
economic benefit for small- and medium-scale businesses is employment creation.
This is a high priority in economic policies of most African countries (Apthorpe,

1970; World Bank, 1978; Osaze, 1984). The high rate of population growth increases



the labour forces with corresponding increases in the creation of jobs. The civil
service and the large multinational companies can only absorb a limited fraction of the
workforce. Therefore, family businesses with simple technology and locally available
raw materials, low capital requirement and more labour-intensive tend to absorb the
bigger portion of the workforce in these countries. They (family businesses) can create
more jobs per unit capital invested than large businesses (Maphosa, 1999).

The prevalence of FB is estimated to be over two-thirds which is about 66% of
all businesses worldwide (Gersick, 1997). It is the most common form of business
organization in the world and family-owned or-controlled businesses account for over
80% of all firms in the U.S., 12% of GDP, and 15% of the workforce, according to
conservative estimates by Shanker and Astrachan (1996). While many family
businesses are small, they also make up about 35% of companies listed in the
Standard & Poor 500 or Fortune 500 Indexes (Anderson & Reeb, 2003).

Family businesses are not only limited to small start-up or medium-size
companies; different studies on the prevalence of family in public corporations in the
United States also found that good portions of big corporations to be family owned.
Burch (1972) found that over 47% of the 1965 Fortune 500 companies were family
businesses and McConaughy (1994) found that 21% of the Business Week 1000 list
qualified to be labelled family businesses, while Jetha (1993) found that 37% of the
1992 Fortune 500 businesses qualified as family businesses. Despite using different
methods in their studies, the findings suggest that one-third to one-half of the largest
public companies in the US are family businesses. Some of the key family businesses
include Wal-Mart, Mars Limited, and Saarland (Flintoff, 2002).

Family ownership represents nearly one-third of the S & P 500 and holds

nearly 18% of the firm’s equity (Anderson & Reeb, 2003). However, it is much higher



in Canada, with 80% of the companies listed on the Toronto Stock Exchange closely
held in family trusts (Leighton & Thain, 1997). Even in Malaysia, family businesses
account for over 43% of the companies listed on the Main Board of Bursa Malaysia
(Abdul Rahman, 2006). Many listed companies in Malaysia are owned and controlled
by families and these companies appear to be inherited by their descendants or second
generation. Cespedes and Galford (2001) argued that family businesses make up 40%
of the Fortune 500 companies in the United States of America, generate about two-
thirds of the German Gross Domestic Product (GDP), and employ about one-half of
the labour force in Britain. The situation in developing countries is no different. In
India, 70% of sales and net profits of 250 largest private companies in the country are
derived from family enterprises (Pramodita Sharma & Rao, 2000). The contribution of
family enterprises to the GDP of Asian nations is large, with 48.2% in South Korea,
67.2% in Malaysia, and 61.6% in Taiwan (Claessens et al., 2000). A study on the
separation of ownership and control in nine East-Asian countries found that Malaysia
has the third highest concentration of family business behind Thailand and Indonesia.
Regarding family control, Malaysian businesses increased from 57.7% to 67.2% over
short periods (Moha Asri Abdullah et al., 2011). The Department of Trade and
Industry (DTI, 2003) reported that about 99% of the UK businesses are small- and
medium-sized, and the vast majority are family operated, managed and/or controlled.
The European Family Business (EFB, 2012) reported that family businesses account
for between 70% and 90% of all business entities in most countries around the world.
For example, in Europe, it represents 90% of all businesses, and up to 85% of all start-
ups are invested with family money. In Finland, 46% of middle-sized and 30% of all
large-sized companies were family companies in 2005 and their total contribution to

annual sales stood at 57% of all sales.



1.2 THE REPUBLIC OF GUINEA

This subsection presents a contextual picture of the Republic of Guinea regarding its
geographical location, economic outlook, demographic, and social-cultural
perspectives. This enables us to gain an insight into the dynamics of the nature of FB

and their practices.

1.2.1 Geographical Location

The Republic of Guinea is situated on the western coast of Africa; it is bordered by
Guinea-Bissau, Senegal, Mali, lvory Coast, Liberia and Sierra Leone. It has a
superficies of 246,857 square kilometres and rank 79th in the world (CIA, 2014) with
a population of 11.75 million. It gained independence from France in 1958, and

French is the official Language (refer to Appendix 1).

1.2.2 Economic Profile

Guinea is one of the richest countries in the world with regards to mineral resources; it
is the world’s second exporter of bauxite, and top exporter of iron ore, diamonds, gold
and uranium; and has a huge reserve of petrol in the Gulf of Guinea. According to the

World Bank (2014), GDP of Guinea stood at USD 6.19 billion in January 2014.
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Figure 1.1 The Gross Domestic Products of Guinea Over 10 Years

The per capital income of Guinea stood at 1,215.26 USD (2013) when adjusted
for purchasing power parity (PPP). Guinea transited to a market economy in 1984
after 26 years under extreme communism under the regime of Ahmed Sekou Toure,
which banned any private ownership and the free market. After his death in 1983, the
military led by General Alhassane Conte seized power by coup-d’état and ruled the
country for 24 years. After the death of President Conte in 2008, the army took over
and organised a highly-contested election in 2010, which saw Alpha Conde elected as

the new president of Guinea.

1.2.3 Demographic Profile

Guinea has a population of 11.75 million, and it is growing at a rate of 2.63% per year
with a young population consisting of 61.5% below the age of 25 (CIA Fact Book,
2014). The population is divided into four main ethnic groups: the Fulani (40% of the

population), Mandingo (30%), the Sousou (20%) and the people of the Forrest region



(10%). The main religion is Islam, with over 85% of the population being Muslims,
8% Christian and 7% of indigenous belief. The average gender ratio in the country is
one male to one female; however, this can vary according to the age group (CIA,

2014).

1.2.4 Sociocultural Practices

The Guinean cultural practices and traditional values are unique to each ethnic group;
each has a set of beliefs and cultural practices that are different from other groups.

These cultural practices can manifest in the following ways:

1.2.4.1 Family Size

The first of these social issues is the practice of having a big family; the typical
Guinean family can comprise between 9 and 15 members, including relatives (The
World Economic Fact book, 2014). The husband has a huge responsibility; besides
providing for his wife or wives and children, he also has to provide for his brothers,
sisters, cousins and their children. It is also a normal practice to support the in-laws
such as brother- and sister-in-laws, and their children. In the rural areas where farming
is the only source of income, having a bigger family is a blessing as it is a means
having a huge number of workers to boost production. However, it is the opposite in
urban areas where having a large family can be a burden as there are few employment
opportunities and family members tend to rely solely on the father’s support.

The Guinean tradition dictates that the rich should show generosity to their
relatives and support them without preconditions. It is a taboo to deny shelter and food
to a relative, who decides to live under his relative’s care. Regardless of how distant

the relationship is, one has the right to enjoy the wealth of his relative, and turning his



