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Abstract

This research contributes to bridging the gap in the existing knowledge on
sustainability of family businesses. It provides understanding that enables
engagement with the theoretical processes underpinning transition. It is
grounded in the context of Iranian family businesses, a field in which
generational issues have not really been considered before. Furthermore, this
research provides understanding of the process of transition from the
perspectives of different generations. It thereby enhances family businesses’

knowledge of how to grow their business across generations.

In both advanced and developing economies, the vast majority of business
enterprises are family owned and together they account for most of the jobs
created in the economy (Hisrich and Fulop, 1997; Danes and Stafford, 2008;
Astrachan and Jaskiewcz, 2008). Furthermore, scholars have indicated that
most family businesses are dysfunctional in transferring the business to the next
generation (Feltham, Feltham and Barnett, 2005, Stafford,Bhargava, Danes,
Haynes and Brewton, 2010, Lavinson 1971; Ward, 2004; Rodriguez, 2009;
Miller and Miller, 2005). Hence, transition of family businesses to the next

generation involves crises that threaten the sustainability of family firms.

The literature on family business and entrepreneurship has not fully investigated
the sustainability of family business. This is especially true for firms outside of
Western Europe and North America. To address this gap, the study examines a
set of eight Iranian entrepreneurial family firms to understand how the family
businesses in this region can sustain to the next generation. Therefore the
purpose of this thesis is to understand how SME family businesses manage and
overcome their generational issues to transit successfully to the next
generation. The findings aim to inform family businesses and the practitioners
how the conflicts and issues among young generation and senior generation
family members can be managed in a way which will result in sustainability of

the family business.



This study explores the common conflicts that exist between first, second and
third generation family members which obstruct the continuity of family
businesses in Iran. A qualitative approach was conducted to gather empirical
data through in-depth semi-structured interviews with CEOs, family managers
and non-involved family members from different generations at the selected
SMEs. A purposive sampling technique and general analytical induction
approach were used for data collection and analysis respectively. The analysis
of the data produced three main themes: Sustaining Governance, Family Trust

and Family Integration.

The findings of this research identified that, generational issues in Iranian family
businesses are related to three main areas. These areas, categorised as
sustaining governance, family trust and family integration, have not been
explicitly identified in previous research or identified as the main areas of
conflicts in family businesses. Furthermore, the findings of this research

suggest how to consider and manage each area of conflict.

This research also identified participative commitment as a factor linking the
derived three main themes in order to resolve issues and support sustainability
of family businesses. Accordingly, the research reveals the importance of family
members’ engagement and participation in every stage of the continuity model.
For instance, in developing plans and policies, it is essential to manage family
members’ expectations, build long term trust among family members and
enhance family integration. These are recognised as important elements for the
continuity of family business to the next generation. Therefore, participative
commitment is recognised as a key concept supporting the sustainability of

family businesses.

The main outputs from the present research are two practice-based models of
1) continuity process and 2) initiating and building a family business
sustainability model. These conceptual models are discussed in chapter 4
(Figures 4.9 and 4.10). The models include elements which can help
predecessors and successors in SME family businesses to define their strategy

in sustaining to the next generation.
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Chapter 1: Introduction

This thesis is about succession planning in a family business. The purpose of
this research is to develop a practical continuity model for family businesses
which will put them in the mainstream of success. Furthermore, this research
seeks to understand how family businesses can sustain to the next generation
and successfully pass the family business to the new generation. The findings
aim to inform family businesses and practitioners how the conflicts and issues
between young and senior generation family members can be managed in a
way which will result in sustainability of the family business. This is also my
personal interest in this research as | come from a family business background.
Therefore the purpose of this thesis is to understand how SME family
businesses manage and overcome their generational issues to transit

successfully to the next generation.

To achieve this aim, the first chapter of this thesis will first introduce family
business and will discuss its importance throughout the world and its
contribution to the economy. Then the chapter will continue by clarifying my
personal interest in this research and will elaborate my personal journey in
conducting the research. Then the research aims and objectives and
contribution of this study will be illustrated. Finally, the chapter will map the
structure of the research. The next part will start by explaining the rationale and

background of the research.

1.1 Rationale

Scholars consider a family business as one where a single family controls both
ownership and management within the organisation (Corbetta and Montemerlo,
1999; Jaffe and Lane, 2004; Bames and Hershon, 1994; Donckels and Frohlich,
1991; Litz, 1995; Westhead, Howarth & Cowling, 2002; Osnes, 2011).
According to Bowman (1991), a family business can be described as an
interaction between the business and the family as two separate but connected
realities which contain uncertain borders and different rules. Accordingly, family
businesses may include several mixtures of family members in different

business roles, including husbands and wives, parents and children, extended
6



families, and multiple generations playing the roles of stockholders, board
members, working partners, advisors, and employees (Carlock and Ward,
2010). Furthermore, in family businesses it is acknowledged that ownership
remains largely concentrated within a single private family (Corbetta and
Montemerlo 1999; Jaffe and Lane 2004). Therefore this research is about family
businesses in which a family controls both ownership and management of the

business.

In addition, family businesses play an important role in every nation’s economy
and their importance has been continually recognised by the academic
literature since the early '90s (Lyman, 1991; Daily & Dollinger, 1992; Dunn,
1996; Fletcher, 2002; Rogoff & Heck, 2003; Ward, 2004; Zahra, Hayton and
Salvato, 2004; Chrisman, Steier, and Chua, 2008; Milton, 2008; Zahra, Hayton,
Neubaum, Dibrell, and Craig , 2008; Chua, Chrisman and Bergiel, 2009;
Debicki, Matherne, Kellermanns and Chrisman, 2009; Steier, Chua and
Chrisman, 2009, Kwan et al 2011). Relevance of family firms is combined with
the importance of small and medium-size firms, that is, companies with under
500 employees (ISTAT, 1991). Hence, family businesses stand for an important
form of work organisation within economies. Still, most small and medium sized
enterprises are family business and a small but important number of very large
businesses are still owned, and controlled, by private families (Scott, 1986;
Karatag-Ozkan, Erdogan, Nicolopoulou, 2011). Therefore many businesses
around the world have been founded, formed and are run by a family.

It is also acknowledged that family businesses are the most important
contributors to wealth and employment in almost every country of the world
(Astrachan & Shanker, 2003; Stewart and Hitt, 2012). In both advanced and
developing economies, the vast majority of business enterprises are family
owned and together they account for most of the jobs created in an economy,
which means family businesses contribute to the economic and social well-
being of every society (Hisrich and Fulop, 1997; Carlock and Ward, 2010).
These firms account for about one-half of Canada’s gross domestic product
(GDP) and employment (Feltham, Feltham, and Barnett, 2001) and in the
United States, they are estimated to account for up to 49% of GDP and 78% of

7



new job creation (Astrachan & Shanker, 2003), these figures being reflective of
most developed countries around the world (La-Porta, Lopez-de-Silanes, &
Shleifer, 1999; Karatas-Ozkan et al., 2011). Therefore, family businesses
contribute to the wealth and employment of almost every economy on a big
scale. As a result the existence and success of family businesses is very
importarit for the success of an economy. Consequently, considering that the
economic landscape of most developed and developing nations is dominated by
family firms, and, considering that family businesses account for most of the
GDP and new job creation in many economies, their sustainability is an
important study field. Hence this study is designed to focus on this research

area.

Statistics published by the European Commission (2006) show that in Europe
as an advanced economic block approximately one third of enterprises will be
transferred to the next generation by 2016. This has been calculated to amount
to an average of 690,000 small and medium-sized enterprises, affecting 2.8
million jobs. Additionally, based on U.S. figures, family businesses suffer in
transition periods and only one third of family businesses survive into the
second generation and about 10% to 15% make it into the third generation
(Ward, 2004). In other words, in the family business industry at least two thirds
fail to make it to the second generation, and five sixths fail to make it to the third
generation (Molly, Laveren and Deloof, 2010). Accordingly, transition of family
business to the next generation involves issues that family businesses have
immense difficulty surviving (Sorenson and Shanker, 2003; Zahra et al., 2004).
Consequently the aim of this research is to investigate the main generational
issues obstructing family businesses’ sustainability and how to overcome them
in transition of the business into the next generation. Therefore this research
aims to understand these multi-generational issues and explore the plans and

actions required for sustainability.

Accordingly, it is worth considering that a family business is fundamentally
different from other forms of business (Sorenson, 2000; Astrachan & Shanker,
2003). The key difference is that the business activities of a family business are

closely intertwined with the personal financial activities of the family, and also with

8



power relationships, blood ties, emotional bonds and inheritance issues within
that family (Astrachan and Astrachan, 1997; Stewart and Hitt, 2012). Accordingly,
conflicts often begin due to the overlap of family roles and business roles
(Sorenson, 2000; Miller and Le Breton Miller, 2013). For instance, the ways in
which a person typically communicates within a family may not be appropriate
in business situations. Similarly, personal concerns or rivalries may spill over
into the work place to the detriment of the firm (Bowman-Upton, 1991).
Additionally conflicts in family firms may arise from a variety of sources, such as
ownership dispersion among family members, sibling rivalry, and identity conflict
(Schulze, Lubatkin, & Dino, 2003). Consequently, mutual relationships between
family and business systems make the study more complex (Sharma, 2004,
Ward 2004). While some conflicts can be beneficial, others can negatively
impact firm performance (Kellermanns & Eddleston, 2004). Finally, if conflicts
result in irresolvable differences about the direction of the firm, they may
undermine its survival (Wilson, Wright and Scholes, 2013). Consequently,
family businesses face enormous conflicts between family members which
threaten the continuity of the business. According to Sorenson (2000), Ward
(2004) and Zahra (2004), these issues need to be managed and resolved in
order to support the sustainability of a family business. Therefore, this research
aims to understand the major issues that threaten the sustainability of family
businesses. Thereafter, the research will focus on how to resolve the issues in

order to present a model for sustainability of family businesses.

Moreover, the literature revealed that little management research attention has
been dedicated to the complex family issues affecting family businesses
(Ibrahim, Soufani and Lam, 2004; Molly et al., 2010). However, family issues
play an important role in the management of family businesses. Examples of
such issues include carry-over role, primogeniture (i.e. elder son takes over the
business), and sibling rivalry (Sorenson, 1999; Sciascia and Mazzola, 2008;
Shepherd and Haynie, 2009). In addition, Bowman (1991) listed a number of
issues that most family businesses are faced with, including attracting and
keeping nonfamily employees, limited opportunities for improvement, and the
special treatment sometimes accorded family members. Family members’ bitter

feelings about outsiders being brought into the company, and qualifications of

9



family members who are eager to participate in the business are among such
issues that have been mentioned by other writers (Sorenson, 2000; Levsin, 1971;
Ward, 2004). Moreover, other scholars have indicated additional issues relating
to the study of family business, including family conflicts spilling over into the
business environment, emotional rather than rational decision-making,
autocratic paternalistic cultures, nepotism, confusing organisation, and rigidity in
innovation, succession, and resistance to change (Neubauer and Lank, 1998;
Sonfield and Lussier, 2004; Karatas-Ozkan et al., 2011). As a new and distinct
field of study, researchers have adopted a multidisciplinary approach (Stewart
and Hitt, 2012). These issues are important to investigate as they could cause
disagreement and disrespect among other family members and could harm
family relations, which could result in multigenerational conflicts (Bowman-
Upton, 1991). Therefore this research intends to explore the nature of conflicts

among family members and then consider how to overcome these conflicts.

According to various scholars, the beliefs, personality and values of the founding
generation of the business influence the corporate culture of the family business
(Bennis, 1986; Harvey and Evans, 1994; Haberman and Danes, 2007). The
business culture and the family members' culture partially overlap and this may
lead to conflict (Harvey and Evans, 1994). Succession and conflict are
interrelated. 'Gender' is another variable in this complex equation (Ozkan et al.,
2011; Osnes, 2011). However, most of the studies in the field of sustainability of
family businesses have been conducted in western countries and family
businesses in other countries may face different issues (Ozkan et al., 2011;
Ward, 2004). Thus this research will consider family businesses in Iran, where
there is a lack of data available in this regard. Furthermore, family businesses
operating in the industrial sector will be considered, as the sustainability of family
businesses in the other sectors may be different (Rodriguez, 2009). Therefore,
this research is seeking to present a continuity model for family businesses that
are operating in Iran’s industrial sector, basing its consideration of survival of

these family businesses on the literature and interviews.

According to Sorenson (2000), in order to manage family businesses issues,

business and family should be kept separate; accordingly family members

10



working in the business and other employees should be treated identically. In
another respect, family members should be hired, promoted, and rewarded
based on qualifications (Sorenson, 2000; Carlock and Ward, 2010). They
should be monitored, and if they do not perform to set standards, then they
should be fired, like other employees (Molly, 2010). Furthermore, in order to
manage issues relating to payment of salaries to family members, division of
profits among family members, family members’ rivalries, who will take over
leadership and/or ownership of the company when the current generation
retires or dies, all these elements should be planned and made clear to all
family members (Bowman-Upton, 1991; Sorenson, 2000; Levsin,1971;
Westhead and Howorth, 2006; Sharma, 2004; Ward, 2004). This study
therefore begins by investigating the agenda for research into family businesses
issues which would help place family businesses in the mainstream of surviving

(successful) entrepreneurial organisations.

Overall, it may be concluded that business transfers in general, and family
business successions more specifically, are one of the most difficult steps in the
life cycle of family firms and as such merit further investigation (Miller, Steier, Le
Breton-Miller, 2003; Sorenson, Goodpaster, Hedberg & Yu et al., 2009). On one
hand, the words succeed, survive, and fail have been used in the literature but
no one has considered how many of the "failures" were actually successors or
opened new opportunities for the next generation. On the other hand, most of
the investigations in this area are based on western societies and there is a call
for further studies in other contexts (Le Breton-Miller and Miller, 2003; Molly et
al., 2010). Moreover, the literature regarding sustainability of family businesses
is silent about the transition of family businesses in Iran and focuses instead on
the US and Europe. Therefore, this research will focus on the survival of family

businesses in Iran.

As the researcher comes from a medium size family business in Iran and he
has great interest in the survival of his family business and finding answers to
issues facing his family business, this research will focus on medium sized
family businesses operating in Iran to understand how they can transit their
businesses to the next generation. Consequently, this investigation aims to

11



identify the family business issues that put the continuity of family businesses in
most danger and how to resolve them (considering the data from medium size
family businesses in Iran) and thereby enable family businesses to survive in

the mainstream of successful businesses.

Overall this section has explained the purpose of this research, namely, to
explore and assist the sustainability of family businesses. This section started
by discussing the rationale and background of family businesses, their
importance in support of the economy and their important role in developed and
developing economies. Furthermore, the section indicated that a high volume of
family businesses may be in a position to transit to the next generation;
however they face generational issues which obstruct the transition of the
business. Therefore, if their multigenerational issues are not resolved, most
family businesses will not be able to survive to the next generation. Moreover,
most of the research in this field has been conducted in the west and there is
not much literature available regarding sustainability of family businesses in
Iran. Therefore this research aims to study the sustainability of family
businesses and present a practical sustainability model for family businesses in
a new context. To achieve this aim, the research will focus on multigenerational
issues and elaborate on how to manage and resolve these issues in order to

support sustainability of family businesses in Iran.

As explained, the researcher comes from a family business background and
sustainability of his family business has been his major concern. Therefore, his
personal interest in this topic motivated him to conduct this research. The next

section describes his personal story and how it relates to this research.

1.2 Personal Story

The last section discussed the importance of family businesses in every economy,
the issues they face, and their high rate of failure in transition. This section will
explain the importance of this topic for the researcher. His personal journey within
the family business started 15 years ago when he started working for his father.

The issues and conflicts that he has experienced in the family business, and his
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concern to protect his family and his family business in order to, peacefully, pass
the business to the new generation, have been his motivation in conducting this

research.

His family business started 30 years ago and the business has grown significantly
during the past decades, from being a small business to become a medium size
multinational family operated company within the region. The family business is a
collection of companies, and the nature of business is designed for diversification
and to be open to new business opportunities. The founder, the researcher’s
father, started his business joumey in the 1960s and founded the family company
in 1985. The business then diversified into different industries and sectors such as
manufacturing, general trade, sales, and import and export of different products.
During the last couple of decades the business has entered into the food industry,
tea production, agrochemicals, and more recently construction. Nevertheless,
motor oil and lubricants remains at the core of the business operations as this is
where the business has been successful in Iran and in the Persian Gulf.
Therefore, as the business was growing, the researcher and two other family
members joined the business to support the business; hence it became a family

business.

The author started his career with the family business in 2000 by working as a
staff member in the sales department which was a part of the engine oil
production company which was run by his father as the main business of his
family at that time. Then he was promoted after 2 years to sales specialist and
promoted again to sales manager after 4 years. He held this post for four years
and was then appointed as quality assurance manager in the company.
Afterwards, in 2010, he was selected as managing director of an agrochemical
manufacturing company, a subsidiary of the family business. He has, therefore,
been involved in the family business for the last 15 years, within different

departments and companies.

The founder, as the head of the family and business, was keen for his children to
work in the business and invited all of his sons to join the business after finishing
their university studies. First of all the eldest son joined the business and after a
few years the second son and then the researcher joined the business as the third
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son; but the second brother left the family business a few years after his initial

engagement with the business.

In those days the family business was expanding into different sectors as the
founder was open to different business opportunities. He then decided to allocate
each involved family member to a particular business interest. Accordingly, the
founder assigned the eldest son to manage tea manufacturing and construction
business and asked the third son to run the agrochemical manufacturing
company. The second son was assigned to run the company’s intemational
business abroad and the founder himself was to run the engine oil company (the
mother company). The structure of the family members’ involvement in the
business changed from everybody working in one Mother Company to each family
member running an individual subsidiary. Hence, when the business tumed into a
family business, its structure changed as the founder's sons became involved in

the business and the business diversified into different sectors.

While working with the family members in the family business, the researcher
experienced many issues, disagreements and unpleasant experiences. These
issues sometimes not only made the working environment between family
members difficult but also had a negative impact on family relationships.
Accordingly, there were lots of disagreements between family members on
various topics. Lack of experience, lack of transparency and lack of independency
in the shadow of a successful founder and working with his father and brothers

made the work environment difficult for the writer on various occasions.

Whilst the founder did try to resolve issues among the family members by talking
to his sons and forgiving them, the issues were not necessarily resolved.
Furthermore, these unresolved issues and unpleasant experiences were causing
the family members to become tired of working together and putting family
relationships and the future of the family business in danger. The founder has
been trying to find the best way of resolving these issues in order to secure the
continuity of the family business. Consequently, this research has been conducted
in order to find a way to save this family business. This is the researcher’s

personal interest and motivation in this research.
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Additionally, there was little literature available regarding the continuity of family
businesses and their successful transition in Iran or in the region. The researcher
found it very hard to find appropriate studies or literature on how family
businesses can practically resolve their issues and successfully transit the
business to the next generation. There was, also, a lack of data and literature on
the Middle East, especially for Iran, on this topic. Consequently, this research was
undertaken to obtain findings that would be beneficial for the researcher’s family

business and other family businesses in the region and around the world.

In this section, the details of the family business and its history the family
members’ involvement with the family business have been explained. Additionally
some of the issues and conflicts among members of the researcher’s family have
been highlighted. Whilst this part explained the motivation for conducting this
research, the next part will describe the research journey in order to further

explain how this research has been conducted.

1.3 The research journey

The first section explained the importance of family businesses and the purpose of
this research on sustainability of family businesses and the second section
elaborated my personal interest and motivation for conducting this research. This
section will review my research journey and will summarise how this research was

conducted.

| started the journey of this research in June 2010, by reading around the family
businesses topic: successes, transition, failures, issues, sustainability, and
other factors. The more | read the broader the scope of the literature became.
Then | started to narrow down the relevant literature around the topic for the
literature review chapter. The process of writing, reading and narrowing down
- the literature resulted in the research questions. Then | took my philosophical
position as an interpretive lens in the methodology chapter and designed the
data collection for the research around semi-scheduled interviews in order to
gather the best information from the family members. Afterwards, | interviewed
family members from the first, second and third generations of active family

businesses who were already involved in their family businesses in Iran. | also
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interviewed some non-family members and some non-involved family members
in order to get the best impression of family businesses based on the aims and
objectives of this research. The interviews were conducted by making
appointments with family members, arranging the interviews and using a voice
recorder during the interviews. Data collection lasted from June 2012 until April
2014, when | felt that only repeated data would come out of the interviews and

consequently stopped interviewing.

After conducting each interview | transcribed the data and translated them into
English, which took a considerable amount of time. Afterwards, | started
analysing data by listening to the recorded interviews and reading the
transcribed interviews and by comparing the answers of different generation
family members as case comparison. As | faced such a huge bulk of data,
analysis via noting and stickers was difficult and time consuming; therefore |
decided to use Nvivo software 2010 in order to make the data analysis process
quicker and more explicit. This software is powerful assistant data analysis
software for conducting qualitative research. During the process of analysing
data | coded the data in order to make nodes, then merged relevant nodes to
form categories and afterwards merged relevant categories and created
themes. From these, | came up with categories and subcategories and three
main themes. The time consuming data transcription and data analysis process

was completed in September 2014.

By completing data analysis, | moved to the writing up stage and started writing
the finding chapters of the thesis. The findings came from the various themes;
therefore each theme was discussed and evaluated in a separate chapter,
which resulted in three chapters in total. Moreover, the findings have been
supported with relevant literature and quotes from the interviews. After
reviewing the data numerous times and drawing, discussing and completing
seven initial models for sustainability of family businesses, | finally devised a
logical conceptual model which presents how family businesses can survive to
the next generation. Therefore the presented model met one of the aims of this

research, which was to find a model for continuity of family businesses. The
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writing up stage was finished in December 2014, after providing three drafts and

including the changes required by the supervisory team.

Overall this section explained the personal journey of conducting this research.
Accordingly, this section explained the literature review, methodology, data
collection process, data analysis process, writing up stage and how [ arrived at
a conceptual model for sustainability of family businesses. Furthermore, this
section explained that each theme and the related categories and
subcategories have been discussed in individual chapters which form the
discussion chapters of this research. Additionally, the conceptual model is
presented in chapter four and concluded in the conclusion chapter. Finally, |
draw conclusions on the findings of this research in the conclusion chapter. Last
but not least, the last chapter includes my personal reflection and explains how
the findings of this research can help my family business to survive into the next
generation. This part has explained the journey of the researcher in conducting
this research, whilst the next paragraphs illustrate the aims and objectives of

this research.

1.4 Research aims and objectives

As illustrated, family business succession is an under-studied field of research
(Astrachan and Shanker, 2003; Ward, 2004; Jaffe and Lane, 2004; Steward and
Hitt, 2012; Karatas-Ozkan et al., 2011). Furthermore there is a particular need
for such research in Iran, where there is a lack of available knowledge on the
successful transition of family business to the new generation. Hence the main
aim of this research is to create a sustainability model for family businesses in
terms of successful transition of the business to the new generation. In another
respect, as discussed earlier and as also will be discussed in more detail in
chapter two, family businesses suffer from generational issues between family
members which obstruct the continuity of the family business (Goffee, 1996;
Sorenson, 2000; Astrachan and McMillan, 2003; Carlock and Ward, 2010).
Hence another aim of this research is to identify the main issues that exist
among lranian family businesses and how a family business can overcome
these issues in order to achieve successful transition to the next generation.

Moreover, this research aims to clarify whether family businesses use any
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succession planning and to create the best model for such planning. Therefore,
one of the main aims of this research is to identify the main issues facing the
continuity of family businesses in Iran and present a sustainability model to

resolve such issues.

Overcoming multigenerational issues within family businesses has been
discussed in the literature (Jaffe and Lane, 2004; Westhead and Howorth, 2006;
Ward, 2004; Carlock and Ward, 2010; Sciascia and Mazzola, 2008). This
research will first explore any succession planning that family businesses follow
and compare the planning within different family businesses. This will enable
creation of a sustainability model that will suit most family businesses, which is
one of the main aims of the research. The other objective is to understand the
governance structure that family businesses follow and whether it minimises
generational issues or increases generational conflicts. This will help to
compare the governance structures among different family businesses and
create the appropriate governance structure that meets the sustainability model.
Furthermore, in order to understand how to overcome generational issues, this
thesis focuses on relationships among family members of different generations
(older and younger generation) in Iranian family businesses, to identify potential
areas of conflict and understand how to overcome them. Also, in pursuit of its
aims, this research is looking to understand how the business turned into a
family business, which will help to understand the reasons behind involvement
of new family members in the business. The other objective is to explore
whether new family members’ involvement affects the family or the business.
This will aid understanding of whether new members’ involvement has
supported the business and family or created opposite results. Understanding
the generational conflicts and issues that family members experienced and the
ways that family members could or could not manage or resolve them is one of
the objectives of this research. This section has thus clarified the main
objectives of this research, a summary of which is provided in the following

bullet points:
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i) Aims of the research:

Create a sustainability model for family businesses guiding the
transition of the business to the new generation successfully.

To identify the main issues that exist among Iranian family
businesses and how a family business can overcome these
issues in order to achieve successful transition to the next
generation.

To clarify whether there is any succession planning among the
family businesses and to then create the best model.

i) Research objectives

To explore any succession plans that family businesses follow
and compare different family businesses’ succession plans.

To understand family members’ participation in the strategic
decision making process and any related conflicts.

To understand the governance structures that family
businesses follow and whether they minimise generational
issues or increase generational conflicts?

To focus on the relationships among family members of
different generations (older and younger generation) in Iranian
family businesses, and the family members’ goals and
business policies, in order to identify potential areas of conflict
and understand how to overcome them.

To understand how the business turned into a family business.

To explore how new family members’ involvement affected the
family or business.

To understand the generational conflicts and issues those
family members have experienced and the ways that family
members could or could not manage or resolve these issues.

The research aimbs and objectives led to formulation of the general research

question: “How can a family business in Iran overcome generational issues and

sustain to the next generation?” The main research questions will be introduced

in the next chapter. Whilst this section has identified the aims and objectives of
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the research, the next part will clarify the contribution of the research to

knowledge and practice.

1.5 Contribution of the research

The large numbers of family businesses that exist worldwide, their importance
to national economies, their unique nature, and their high failure rate have
attracted much interest from researchers (Jaffe and Lane, 2004; Steward and
Hitt, 2012; Ward, 2004; Le Breton-Miller and Miller, 2003; Molly et al., 2010;
Sorenson et al., 2009). However, very little literature or data exist regarding family
firms operating in parts of the world other than western countriesv(Ozkan et al.,
2011). Some conceptual models and approaches to the study of family
businesses have been developed over time in pursuit of a better understanding
of family businesses (Tagiri and Davis, 1982; Goffee, 1996; Carlock and Ward,
2004; Steward and Hitt, 2012). Therefore this study will enhance understanding
of the under-researched field of multigenerational crises in family businesses in
Iran. Consequently, as one of the aims of this research is to formulate a continuity
model to support sustainability of family businesses, this research will contribute to
the knowledge of sustainability of family business in general and specifically in

Iran.

The findings of this research identified the main generational issues in lranian
family businesses as being related to three different areas, categorised as
sustaining governance, family trust and family integration. These areas have not
been explicitly identified in previous research, or identified as the main areas of
conflict in family businesses. Furthermore, the findings of this research also

suggested how to consider and manage each area of conflict.

This research identifies participative commitment as a factor linking the three
derived categories and as a key concept with respect to helping resolve the
generational issues and, hence, to supporting sustainability of family
businesses. Accordingly, the research reveals the importance of family
members’ engagement and participation in every stage of the continuity model,
in developing plans and policies to obtain and manage their expectations, build

long term trust among family members and enhance family integration. These
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are minimum requirements for the continuity of a family business to the next
generation. Therefore, participative commitment is recognised as a novel and

key concept supporting the sustainability of family businesses.

The main outputs from the present research are two practice-based models of
1) continuity process and 2) initiating and building a family business
sustainability model. These conceptual models are discussed in chapter 4
(Figures 4.9 and 4.10). The models include elements which can help
predecessors and successors in SME family businesses to define their strategy
in sustaining the business to the next generation. The models, therefore,
constitute the contribution of this to knowledge, and the implementation of the

models will be discussed in detail in chapter 4 and chapter 8 of this research.

As mentioned before, the researcher comes from a medium sized family business
operating in Iran. The family business is suffering from multigenerational issues
which put its continuity in danger. So this research represents a matter of keen
personal interest for the researcher. This research will contribute to practice as its
findings may not only help the researcher’s family business but also could help
other family businesses in the region that are suffering from similar issues.

This part has elaborated the contribution of this study to knowledge and
practice. The next part will explain the structure of the thesis and outline the

objectives for each chapter.

1.6 Structure of the research

This thesis includes eight chapters. The first chapter has so far explored the
background of family business and its importance in the research context. It is
suggested that this area of research deserves to be investigated (Ward, 2004;
Steward and Hitt, 2012; Miller, Steier, Le Breton-Miller, 2004) at doctoral level,
as it can inform family businesses, as an important sector of the economy,
about the best model of practice for achieving sustainability. The chapter then
ilustrated the importance of the research and the purpose of the research. The
chapter continued by telling “My Story” in the researcher's family business,

which indicates his personal motivation for conducting this research. Then the
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research journey, detailing how this research has been conducted, was
summarised. Afterwards the chapter illustrated the research aims and
objectives and continued by identifying the contribution of the research to study

and practice. Finally the chapter presented the structure of the research.

Chapter Il reviews key academic theories and concepts used in the thesis. This
chapter will start by reviewing the relevant literature around family business
definitions, family business characteristics, and family business systems and
will then turn to issues affecting family businesses and family business
transition and succession plans. Therefore, by the end of the chapter the

research questions will emerge.

Chapter l1ll, the methodology chapter, discusses the research design as
informed by the literature review. It explains in detail the research approach,
research method, data collection process and sampling technique, data
analysis approach, and the limitations and ethical considerations in this thesis.

Chapter IV comprises investigation of the data and a report on the findings. It
explains the data analysis procedures by providing visual examples of the
research data management from NVivo software. It also includes details of the
participants and their backgrounds, and explores data which identify
participants’ major concerns regarding their family firms' continuity. In addition,
this chapter outlines the emergence of the three main themes of this thesis from
the empirical data, and explains the data reduction process. The chapter
proposes a continuity model of sustainability of family businesses and also
identifies and justifies participative commitment as the key element of a family
business continuity model. Therefore, this chapter will inform the discussion of

findings in the three following chapters.

Chapter V is the first of the findings chapters and engages with the first theme
(Sustainable Governance) that emerged from the data. Discussion in the
chapter is supported by the literature and also by quotations from participants
and contributes to the sustainability model of family businesses which is

developed through this thesis. Therefore the chapter meets the aims of this

22



research by indicating the appropriate governance structure, including policies

and plans that support the sustainability of family businesses.

Chapter VI, the second discussion chapter, discusses the second theme
(Family Trust) that emerged from the data. This chapter discusses family trust
and the elements of sustainable trust and its importance in resolving issues and
achieving sustainability of family businesses. Again this discussion will be
supported by participants’ quotes and the literature, similarly to Chapter Five.
Therefore this chapter contributes to the development of the family business

sustainability model as the main aim of this research.

Chapter VIl is the third discussion chapter and discusses the third theme
(Family integration) that emerged from the data. The discussion, similarly to
chapters five and six, is based on quotations from participants supported by the
literature. Areas of discussion include the various purposes of family members’
involvement and parents’ role in preparing their children for the business and
emotional ownership as important factors in sustainability of family businesses.
By showing how this theme affects the continuity model for family businesses,

this chapter meets the aims and objectives of this research.

Chapter ViIll provides a conclusion to the thesis. The chapter reviews key
findings and, therefore, the contribution of this thesis to knowledge and practice.
It includes the key recommendations in relation to family businesses. It also
highlights the key strengths of the research and some limitations, and makes
suggestions for further research. The chapter ends with personal reflection on

the thesis journey.

The next chapter will review the literature about family businesses, concepts

and definitions, and will focus on issues relating to their sustainability.
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Chapter 2: Literature review

The aim of this chapter is to review what is already known about family
businesses. Accordingly, it starts by exploring what a family business is. In
order to have a better understanding of family businesses, the chapter will focus
on what characterises a family business. Then, based on the literature, key
generational issues affecting family businesses will be explored. The chapter
will continue by exploring cross-national differences and will finish by
considering how to resolve the issues and create a dynasty. This chapter will

start by exploring what a family business is.

2.1 Family-owned company

2.1.1 Family business concept

The literature provides abundant evidence regarding the importance of family
business and its significance has been documented by numerous scholars
(Bateson, 1972; Bowen, 1978; Guerin, 1976; Haley, 1976; Minuchin, 1974;
Satir, 1967; Watzlavick, Beavin Bavelas, and Jackson, 1967; Eddleston,
Chrisman, Steier, 2010; Larsen, 2006; Massis, Chua and Chrisman, 2008;
Stanley, 2010; Zahra, Hayton and Salvato, 2004; Carlock and Ward, 2010).
However, the concept of the family business itself is still vague and there is no
clear understanding of what constitutes a family business (Stanley, 2010).
Accordihg to Chua, Chrisman and Sharma, (1999), this vagueness is mainly
due to the fact that this is a comparatively new research field (Low & MacMillan,
1988; Basco & Rodriguez, 2009). Therefore, understanding family businesses is
an under-studied topic that requires more research and the current study aims

to contribute to bridging this research gap.

However, regardless of the diversity of conceptions, the undeniable fact is that
this type of business is of concem to the major world economies, as Wang,
Walker and Redmond (2007) state that family business is estimated to account
for two-thirds of all enterprises worldwide and contributes almost half of the
GDP in most of the world’s countries. In both advanced and developing

economies, the vast majority of business enterprises are family owned and they
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account overall for most of the jobs created in the economy (Hisrich and Fulop,
1997). Furthermore, family businesses contribute to the economic and social
well-being of societies (Sorenson, 2000). In the United States, family
businesses are estimated to account for up to 49% of GDP and 78% of new job
creation (Astrachan & Shanker, 2003), these figures being reflective of most
developed countries around the world (La-Porta, Lopez-de-Silanes, & Shleifer,
1999). Additionally, family businesses continue to stand for an important form of
work organisation within economies (Goffee, 1996). Most small and medium
sized enterprises are family businesses and a small but important number of
very large businesses are still owned and controlled by private families (Scott,
1986; Karatag-Ozkan, Erdogan & Nicolopoulou, 2011). Consequently, family
businesses are an important form of business for any nation’s economy and an

under-studied research area to which this research will contribute.

There is growing agreement about the relevance of family firms to the
economies of many countries in the world (Deniz and Suarez, 2005; Chrisman
et al., 2003). For instance, Gersick et al. (1997) state that in Britain and the
USA, 75 and 80 percent of all firms, respectively, are family-owned or controlled
businesses. Meanwhile, referring to family firms’ presence in European
countries, common estimates include: France, 60 percent; Germany, 60 percent
in 1995; 84 percent in 2000; The Netherlands, 74 percent; Portugal, 70 percent;
Belgium, 70 percent; Spain, 75 percent; Sweden, 75 percent; Finland, 75
percent; Italy, 80 percent; Greece and Cyprus, 75-80 percent, among others
(Rodriguez, 2009). Meanwhile, in Latin America, numbers vary between 70 and
80 percent (i.e. Argentina, Chile, and Uruguay) and 85-98 percent (i.e. Mexico
and Brazil) (Rodriguez and Bontis 2007). The situation in Australia is similar,
with family firms representing around 75 percent of the overall business stock.
In India, they account for 80 percent; while in China they represent a powerful
economic driving force (SCMP, 2006). In the same way, evidence has shown
that family firms play a significant role in emerging and developed economies in
terms of GDP growth and employment (Carraher, 2005; Carraher and Carraher,
2006). In addition, family firms generate about 40-45 percent of the Gross
National Product (GNP) of North America, between 35 and 65 percent of the
GNP of the EU member states, between 50 and 70 percent of the GNP of Latin

25



America, and between 65 and 82 percent of the GNP of Asia (International
Family Enterprise Research Academy (IFERA, 2003). Indeed, a number of
world-class firms, such as Wal-Mart, Michelin, Armani, Home Depot, IKEA, Ford
Motor Co., Samsung, LG, Cargill, Tata Group, Cemex, Du Pont, IKEA, Grupo
Carso, Michelin, are classified among the world’s 250 largest family-run
companies, each with annual revenues of at least $1.2 billion (Miller and Le
Breton Miller, 2004; The Family Business Magazine, 2004; Astrachan &
Shanker, 2003). Many of these dominate not only their local economies, but
also the global market, reaching far beyond their national borders (The Family
Business Magazine, 2004). Therefore, family businesses play an important role
in job creation and generating wealth in almost every economy around the
world. Consequently, this study will support not only family businesses

themselves but also their role in the world economy.

Furthermore, families make a substantial contribution to the economy via their
family businesses (Heck and Stafford, 2001; Haynes, Walker and Rowe, 1999;
Shanker and Astrachan, 1996). Based on data in the 1997 NFBS (National
Family Business Study) (Stafford, 2002), in 1996, family owners risked over
US$86 ftrillion in family assets— not business assets—for the support of their
businesses. They used over US$29 trillion to secure business loans from
financial institutions and lent their businesses another US$57 trillion and in that
same year, 21.6 million family members worked in their businesses without pay
(Olson, Zuiker, Danes, Stafford, Heck and Duncan, 2003). Additionally, family
businesses generated over US$10 trillion in gross revenue, which means over
60% of U.S. business revenue in 1996 was generated by family businesses
(Heck and Stafford, 2001). These facts reinforce the significance of family
businesses and the substantial investment the owning families make in their
businesses (Olson et al., 2003). Consequently, family businesses are important
for the economy’s structure, and for the benefit of both the economy and the
owning families it is important to ensure that family businesses continue to exist

for a long time.

As mentioned before, family businesses play an important role in the economy
of every country around the world and consequently their continuity is important

to the support of the economy. This renders especially important the fact that
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that there is vagueness in the literature about what constitutes a family business
(Gaskill, Auken and Mannung, 1993). However, in 2000, according to National
Family Business Panel (NFBP), 69% of all businesses closing between 1997
and 2000 did so for personal or family reasons. Furthermore, scholars have
indicated that most family businesses are dysfunctional in transferring the
business to the next generation (Feltham et al., 2005, Stafford et al., 2010,
Lavinson 1971; Ward, 2004; Rodriguez, 2009; Sorenson, 2000; Miller and Le
Breton Miller, 2005). Therefore, the continuity of family businesses is an
important research field and consequently this research aims to create a
sustainability model for family businesses that is appropriate to as many as

possible of them.

The above sections emphasised the importance of family businesses around
the world and the fact that these important economic promoters should continue
to exist for a long time. However, according to the presented data, there is a
high failure rate among family businesses regarding their long-term survival.
Additionally, this is a new and under-studied field of research and there is
vagueness on what a family business is. Therefore, in line with the research aim
of studying sustainability of family businesses, this research will start by

discussing characteristics of a family business.

2.1.2. Family business characteristics

In order to have a better understanding of family businesses there should be
clear criteria for differentiating between family and other forms of business.
Family businesses have usually been found to be more profitable (Daily and
Dollinger, 1992; McConaughy, Mendoza and Mishra, 1996; Pieper & Klein,
2007), provide better customer service (Lyman, 1991), and offer a wider
commitment to the community (Dunn, 1996; Niehm, Swinney and Miller, 2008)
compared to non-family businesses. There are two main models expressing the
family business characteristics: the Mustakallio (2002) model and the Hollander
and Elman (1988) Model. Both models will be discussed next.
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2.1.2 a: Mustakallio family business characteristics model:

Mustakallio (2002) proposes a framework based on different factors to
distinguish family businesses. The presented framework includes (i) ownership;
(i) family involvement in management and in the strategic process; (iii)
generational transfer; (iv) family views of longevity and its intention to continue
as a family business; (v) family goals; and (vi) interaction between the family and
business. Therefore, the next part will expand upon each factor based on the
Mustakallio (2002) framework for distinguishing family businesses.

i. Ownership

It is acknowledged that the ownership of a family business remains largely
concentrated within a single private family (Corbetta and Montemerlo, 1999;
Jaffe and Lane, 2004). Barnes and Hershon (1994) consider a family business
as one over which a single family has overall control, while for Donckels and
Frohlich (1991) asset ownership is more important than management control.
Litz (1995) considers a family business as one controlling both ownership and
management within the organisation. Lansberg, 1988, meanwhile, defines a
firm as family-owned when members of the same family have legal control of its
belongings. Moreover, Sciascia and Mazzola (2008) argue that family.
presence in ownership can be a benefit or a disadvantage, depending on the
nature and level of family influence over the business. Consequently, as a
characteristic of a family business, the ownership of the business remains
within a family. Therefore, the nature of the ownership should be considered in
research on a model for family firms' continuity as the business’s transition to
the next generation consists of ownership transition, which has been identified
as a characteristic of family business. The second factor presented by
Mustakallio 2002 in differentiating family businesses from non-family ones is
the involvement of family members in the management, which will be discussed

in the next part.
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ii. Family involvement in management and in the strategic
process

Family businesses in the first generation are usually dominated by the values of
the founder and the presence of family members in strategic positions such as
executive or management boards, and their influence over the business is the
most distinctive aspect of family business for Bornholdt (2005) and Handler
(1989). Therefore, the owner's strategies are expected to influence the
development of the business (Basu, 2004). it has been well documented that in
the majority of first-generation family businesses, the ownership and control of
the business is in the hands of the owner/founder (Harvey and Evans, 1994;
Carlock and Ward, 2001). In first-generation family businesses usually the
founder is the sole controller of the firm, as the ownership remains with him/her
(Lansberg, 1988; Harvey & Evans, 1994; Ward 2004). However, as the
business grows, more members of the family need to be involved in the
process, which in turn results in relationship conflicts due to the limited power of
the other members in the decision making process (lbrahim, Soufani and Lam,
2004). In contrast, Kellermanns, Eddleston, Barnett and Pearson (2008)
indicate that participation of more members in decision making in the family firm
will reduce the level of conflict among family members, due to their increased
sense of involvement. First-generation family businesses are usually
paternalistic in approach and hence reluctant to use professional forms of
management external to the family, while in decedent controlled companies this
practice is more common (McConaughy and Phillips, 1999). Consequently, in
family businesses the involvement of new family members may cause conflict
due to change in the first generation’s sole decision making process and their
paternalistic approach. Therefore, in the search to create the best model for
sustainability of family businesses according to the aims of this research, the
involvement of new family members and their effects on the family business
and possible conflicts will be considered. This family business characteristic is

considered in the objectives of this research (1.4 aims and objectives).

Davis (1983) claims that if family members have a significant influence on
business politics and direction, this is enough to characterise it as a family-

owned company. The family business is a business governed and/or managed
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by a dominant coalition controlled by members of the same family or a small
number of families which is potentially sustainable across generations of the
family or families (Chua et al., 1999, p.25). Accordingly, the dominant coalition is
the one that fully controls the organisational agenda. Therefore, if the family is
the dominant coalition within the business it is considered a family business,
regardiess of ownership control or participation of the family in management.
Consequently, in order to create a continuity model for family businesses, the
family members' participation in the business politics and strategic decisions and
their involvement in power conflicts should be considered as characteristics of
family businesses. Participation, conflicts and strategic decisions are designed to
be considered based on the objectives of this research (see aims and objectives
1.4). According to Mustakallio (2002), another factor that characterises family

business is generational transfer.

iii. Generational transfer

A family business is defined as a business that is created or acquired by a family,
belonging only to the first and founding generation of the family (Yan and
Sorenson (2006). New-generation family businesses are highly dependent on
leadership by their founders, who are usually involved in the management
(Lansberg, 1988). Moreover, founders establish the cultural shape of family-
owned firms according to their own personalities (Dyer, 1986). In contrast, Davis
(1983) believes that if family members have sufficient power to influence the
direction of the business, even if they are not part of the management of the
company, then that should be considered a family business. Although
controlling ownership and management of the business by a family could cause
it to be categorised as a family business, this is not sufficient for such
consideration (Chrisman, Chua and Steier, 2003). Therefore, in a family
business, a family controls ownership and management of the business as
well as having enough power to influence the direction of the business.

Additionally, Davis (1983) considers the intention to achieve succession to the
next generation as another characteristic of family businesses. Ward (1987)

verified that expecting transfer of control of the family business to the next
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generation is an important element in its classification as a family business.
Moreover, Chua, Chrisman and Sharma (1999, p.25) follow a similar logic in
explicitly stating that a family business is a business governed and/or managed
by members of a family with the intention to sustain it across generations. Dean
(1992) supports this view and states that family businesses often offer a
professional background for children in the family. In fact, succession within the
family and intergenerational aspects of the business have been widely
accepted as the main characteristics of a family business (Royer, Simons, Boyd
and Rafferty, 2008; Bigliardi and Dormio, 2009; Janjuha-Jivraj and Spence,
2009; Mitchell, Hart, Valcea and Townsend, 2009; Van der Merwe, 2009;
Howorth, Rose, Hamilton and Westhead, 2010). A few scholars, such as
Donnelley (1988), take the extreme view of recognising a business as a family
business provided that it has lasted for at least two generations within the same
family. Therefore in the journey of creating a sustainable model for a family
business, intergenerational aspects of business and providing professional
background for new members need to be considered. Family businesses’
succession planning was considered as one of the objectives in the design of
this research (see aims and objectives 1.4). The next part will discuss other
characteristics of a family business, namely, the longevity view and intention to

continue.

iv. Family view on longevity and the intention to continue as a family
business

From this perspective, a business should be considered a family business
when the members of the owning family 'strive to achieve and/or maintain
intraorganisational family-based relatedness' (Litz, 1995, p. 103). For Hoy and
Verser (1994), the owners of family businesses should be devoted to ensuring
their businesses continue to exist and thrive over the long term. Therefore, it is
often suggested that while first generation family-owned firms need to possess
the special technical or business backgrounds necessary to start a business,
subsequent generations need to be focused on maintaining and enhancing their
business's growth and success (McConaughy, Walker, Henderson and Mishra.,
1998).
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It has been widely discussed that the intention of continuous family involvement
in the future of the business is a crucial aspect for a family business (Neubauer
and Lank, 1998; Chrisman et al., 2003). However, Donnelley (1988) argues that
a family business has to have survived at least for two different generations
under family control to be characterised as a family business. This dominant
vision of continuity of control within the same family (Donckels and Frohlich,
1991) is best achieved through a well-planned succession process, allowing
change and reducing confrontation. Hence, family businesses have a view of
longevity and under this view they invite and encourage new family members
into the business. According to this view, one of the characteristics of family
businesses is to plan the succession process and plan to reduce conflicts in
order to survive to the next generation. Therefore, this research will consider
this characteristic based on its objectives to consider family businesses’
succession planning and any policy or plans to reduce confrontation (see aims
and objectives 1.4). Consequently, the longevity view and involvement of new
family members in the business will be considered in creating a family business
sustainable model. The next characteristic of family business to be discussed is

family goals.

v. Family goals

Donnelley (1988) identifies a company as a family business where there is
mutual influence between its business policy (vision, values and goals) and the
interests and goals of the family. In addition, Sorenson, Goodpaster, Hedberg
and Yu (2009) argue that to understand the family business it is hecessary first
of all for family members to share the values and objectives that guide it.
Accordingly, Olson et al. (2003) state that a family business has both economic
and non-economic goals; this mainly refers to the relationship of the company
with its stakeholders, both internal and external. As a result, there should be a
clear understanding of the business goals and how different aspects of the
business are aligned around this goal to avoid future conflicts being caused by
pursuit of different objectives (Astrachan and McMillan, 2003). Therefore, the
family business’s economic and non-economic goals, based on the family's
goals and business policies, will be considered in order to create a continuity

32



model for family businesses. The next part illustrates other characteristics of a

family business.

vi. Interaction between the family and business

Davis (1983) claims that it is precisely the kind of interaction between family and
business that characterises the nature of a family business and defines its
uniqueness. Involvement and interaction of family and business enhance skills
and ability within the business (Chrisman et al., 2003). In a recent study,
Nordqvist (2012) introduced family interaction as the main feature in adopting a
dynamic process for strategic guidance of a business which is deeply
influenced by family values. Not only does this interaction characterise the
family business but it can also result in better outcomes for the company and
create a unique competitive advantage. However, Martinez, Stohr and Quiroga,
(2007) point out the negative aspects of such interaction, such as overlapping
of family and business issues, nepotism, resistance to change, all of which
need to be dealt with. Therefore, interaction between family and business and
family values which influence the family business should be considered as

factors in the process of creating a continuity model.

2.1.2 b: Hollander and Elman family business definition model

In the same line of thinking to Mustakallio’s 2002 framework for characterising
family businesses, Hollander and Elman (1988) propose four distinct
~approaches for characterising family businesses: rational, founder’s role, growth

stage, and systemic approach.

i. Rational approach

According to the rational approach, in a family context, usually feelings rather
than logic control the decision making process. Danes, Zuiker, Kean and
Arbuthnot (1999) define the company as being the rational arena and its family
members as being the emotional. In fact, family members as the core of the
business are tied by strong emotional bonds (Davis, 1983) which inevitably
affect the business, as these emotions, rather than logical business
approaches, dictate strategic decisions. Accordingly, this conflict of feeling and
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logic in control of business causes conflicts between family needs and business
needs (Olson et al. 2003, Ward 2004).Therefore, creating a balance between
family needs and business needs in order to manage the possible family
member’s conflicts will be considered in making a sustainable model for family
businesses. The next approach for characterising a family business to be

discussed is focus on the founder.

ii. Focus on the founder

The founder, as Hollander and Elman (1988) affirm, occupies a central position
in steering the company’s destiny, as the personality and character of the
founder shape the strategic performance of the company and influences its
operational culture to a large extent. The authors state that usually the founder
brings values and rules into the company under his’her management. However,
as the company grows and the need for more professional management
appears, conflict emerges due to the resistance of the founder to delegating and
employing professional executives or even passing the business on to the
successors, which mainly derives from their concern to protect their legacy
(Janijuha-Jivraj and Spence, 2009). However, as Ward (1987) points out, there
should be new management practices in place for hiring and promoting staff
should the company intend to outlive its founder. Therefore, the role of the
founder in forming the family business and preparing the new generation for
taking the power will be considered according to the aims of this research. The
next approach to be discussed for characterising family businesses according to

Hollander and Elman 1988 is focus on stages of growth.

iii. Phases and stages of growth

There are different stages of stability and transition in the lifetime of a company,
caused by changes in various aspects of the business (Ward 2004). Hollander
and Elman (1988) identify three different managerial practices in a family
company, relating to three different generations within the business: paternal
and entrepreneurial management by the first generation (founder), a second
generation management style which they refer to as “brotherlike” management,

and finally, collective management of a family network run by the third
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generation. Therefore, the characteristics of family businesses in each of these
stages are different. Consequently, the continuity model of family businesses
should be suitable for each phase of growth. Life cycle changes and the relative
changes to ownership and management will be considered (see 2.2) in order to
gain better understanding of these phases’ changes and their effects on the
sustainability of family businesses. The final approach to be discussed
according to Hollander and Elman’s (1988) framework for characterising family

businesses is the systemic approach.

iv. Systemic approach

Distelberg and Sorenson (2009) affirm the perception of family businesses as
highly complex systems. According to them, since the early '90s, driven by a
systemic approach, a school of thought has been developed to gain deeper
understanding of the interaction between the family and business. Accordingly,
Tagiuri and Davis (1982) developed a model of family business referred to as
“3-circle”, in which the alignment of three independent but overlapping
subsystems of family, business, and ownership represents the essence of a
family business (see figure 2.1). Following their previous work, Tagiuri and
Davis (1996) proposed a referential framework of family businesses that
represents three independent but overlapping subsystems: business,
ownership, and family. A person who is part of the family firm system can
position himself/herself in each one of the seven sectors that are formed by the
overlapping circles of the subsystems. Additionally, Parker (2004) praises the
model in terms of illustrating the role of individuals in fulfilling the goals of each

subsystem as well as the whole family business.
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Figure 2.1: Three circle family business model by Tagiuri and Davis, 1982

Furthermore, McCollom (1992) indicated that the strength of a family business
depends on parallel developmental processes happening in all three subsystems
(Family, Business and Ownership). Similarly Davis (1983) puts forward the idea
of a “joint system”, based on the needs of family and business collectively,
which serves to achieve the goal of the whole. It has been empirically tested
that considering the family and business as parts of a whole system results in
better governance (Basco and Rodrigues, 2009). On the other hand, the need
for specifically tailored structured processes for addressing the family related
problems in a separate but related context to the business issues has been
highlighted (Davis and Stern, 1988; Mustakallio, 2002). According to Hollander
and Elman (1988), family and business are two interlinked and interdependent
processes that need to be understood simultaneously and effectively managed
to evade potential conflicts (Olson et al., 2003). Therefore, according to the
Tagiuri and Davis (1982) model, family businesses consist of three overlapping,
different and independent entities which characterise family businesses and
could be the sources of issues. Consequently, any practical sustainability model
that represents the continuity of family businesses needs to include family,
business and ownership circles as a whole system in order to minimise the
issues and support continuity of the family business. This research will consider
the family business as system characteristics, in seeking a sustainable family

business model.

It becomes evident from the above discussion, especially on comparing the
Mustakallio (2002) and Hollander and Elman (1988) family business definition
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models, that involvement, ownership, interaction between family and business
and generational transfer are components of a family business. More
specifically, generational transfer, the main interest of this research, is a part of

family businesses.

Considering the given definitions on the above two models, certain criticisms
emerge in relation to the components of these proposed models. The following

paragraphs reflect some of these criticisms.

First of all, Mustakallio (2002) indicates that in a family business, the ownership
of the business should transfer to the next generation. Furthermore, he
suggests that the goals of the family and the aims of the business should be
considered as they may not necessarily be on the same lines. Accordingly,
Olson et al. (2003) state that a family business has both economic and non-
economic goals. As a result, there should be clear understanding of the
business goals and how different aspects of the business are aligned around
these goals. Differences among family members over family and business goals
will cause conflicts in the future and will often result in family members pursuing
different objectives, which will threaten the ownership transfer (Astrachan and
McMillan, 2003). Furthermore, Hollander and Elman (1988) support this idea
and caution that creating a balance between family needs and business needs
is necessary in order to manage possible conflicts among family members.
Despite the necessity for clarity between family goals and business goals in the
transfer of ownership of the business to the new generation, their model did not
consider how to create this balance between family needs and business goals.
For instance, there was no consideration of economic and non-economic goals
among family members. In addition, both authors considered only financial
ownership transfer and neglected emotional ownership and its possible effect
on sustainability of family businesses and transferring the business to the new
generation. Furthermore they did not consider family members’ integration in
the business to be necessary for ownership transfer. Hence, the models
presented by Mustakallio (2002) and Hollander and Elman (1988) fail to
consider the potential effects of non-economic goals and non-financial

ownership on ownership transfer and continuity of family business.
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Secondly, Mustakallio (2002) indicated family involvement as a characteristic of
family businesses. Furthermore, he mentioned generational transfer and a view
of longevity as the main characteristics of family business. In the same vein,
Hollander and Elman (1988) proposed different stages for family businesses in
terms of family members’ involvement into the business. However, they did not
consider how to transfer the business to the next generation or whether the
involvement of family members into the business is enough for achieving
continuity of the family business. In other words, they did not consider the aims
of involvement or the notion of active participation and commitment. Therefore,
the models of Mustakallio (2002) and Hollander and Elman (1988) do not

include the elements of longevity and generational transfer.

Thirdly, Mustakallio (2002), in his family business model, argues that interaction
between family and business enhances skills and ability within the business
(Chrisman et al., 2003). In a recent study, Nordqvist (2012) introduced family
interaction as the main feature in a dynamic process for strategic guidance of a
business which is deeply influenced by family values. Not only does this
interaction characterise the family business but it can also result in better
outcomes for the company and create a unique competitive advantage.
Additionally, the Hollander and Elman (1988) model proposed a systematic
approach to family businesses that includes interaction between family,
business and ownership as three different entities that overlap each other.
However, they did not suggest how to create balance between these different
entities in order to support the family, the business, and its continuity. They also
failed to mention the role of trust among family members in terms of maintaining
a balance between family, business and ownership and thereby helping to
sustain the family business. Therefore, their model did not include the elements

of family business sustainability.

Given the above discussion, the definiton proposed by the European
Commission’s Enterprise and Industry Directorate-General (2009) seems to be
the most appropriate for the purpose of this research into understanding family
business. The definition expresses that: a firm, of any size is a family business if
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the majority of decision-making rights are in the possession of the natural
person(s) who established the firm or acquired the share capital of the firm, or in
the possession of their spouses, parents, children or children’s direct heirs, and
at least one representative of the family or kin is formally involved in the
governance of the firm. In the same way, the indefinite nature of the concept
was indicated by the European Commission’s Enterprise and Industry
Directorate-General (2009), by taking into account disparate aspects such as
family ownership, involvement in management, strategic control, business as
the main source of income for the family, and intergenerational transfers.
However, as Sharma, Hoy, Astrachan and Koiranen (2007) state, a common
feature of the majority of these definitions is that they are not operational.
Therefore, ownership is the core feature which distinguishes family from other
forms of business. The next part discusses the typology of family firms in order
to consider family businesses, based on their size, according to the aims of this

research.

2.1.3 Typology of family firms

The characteristics of family businesses differ based on differences in their size
(Carlock and Ward, 2010). Moreover, Mintzberg (1979) classifies family
businesses into two groups based on their size and management system: small
and medium sized companies with centralised control, and larger organisations
and public companies with decentralised control. Despite the different
classifications, undoubtedly all family businesses are prone to conflict as a
result of the intense interaction of family and business, which are two different
institutions (Sardenberg, 2013). Therefore, according to the aims of this
research, medium sized family businesses will be considered in conducting this

research.

To conclude, in this research for a sustainability model for family businesses,
section 2.1.1 highlighted the importance of family businesses around the world.
The section continued by demonstrating that family businesses, as important
economic promoters, should exist for a long time. However, according to data
presented later in this section, there is a high failure rate among family
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businesses and many of them cannot survive to the next generation.
Additionally, it is indicated that family business is a new and under-studied field
and there is vagueness on what a family business is. Then, this part discussed
family business characteristics, based on the Mustakallio (2002) and Hollander
and Elman (1988) frameworks. Each of these factors and their relation to this
research has been discussed in order to understand the nature of family
businesses. The relationship of the frameworks to the aims of this research has
been clarified in each section. Finally in this section, the typology of family
businesses was discussed and it was indicated that, based on the study aims,

this research will focus on medium sized family businesses.

Various approaches have been adopted in the study of family businesses. As
indicated in the phases and stages of growth according to the Hollander and
Elman (1988) framework, ownership configurations and management change
based on the lifecycles of family businesses. Therefore, in the search for a
sustainability model of family businesses, the next parts will focus on life-cycle
changes within family businesses as this may help to explain the effects such
changes have on family businesses over time, and the reasons behind their

success or failure, in the search for a family business sustainability model.

2.2 Life-cycle approach to the study of family businesses

Gersick, Davis, Hampton and Lansberg, (1997) claim that any model unfolding
family businesses should consider time and change in order to reflect the real
world accurately (Gersick et al.,1997). In their view, businesses evolve through
some type of life cycle. In terms of the life-cycle approach, family businesses
can prepare themselves for the personal and organisational developmental
tasks they will face in the future by considering people, families and businesses
as dynamic entities undergoing cyclical processes of birth, growth, and decline
(Gersick et al.,1997).

Various typologies have been used to describe the different stages of an
organisation or business life cycle (Dunn, 1996). Goldberg and Wooldridge
(1993), Leach (1990), Carlock and Ward (2010) and Neubauer and Lank (1998)

have discussed various business developmental models in the context of
40



understanding the family business. Neubauer and Lank (1998) proposed that
the challenge is to find ways of clearly describing the complex evolutionary
patterns of human organisations in general and family businesses in particular,
because the governance of a family business should be guided by its position in
the evolutionary life cycle. The life-cycle models were developed in literature
from individual physiology, organisational theory and family business theory
(Barnes and Hershon, 1989). Accordingly, in terms of durability, effective
owners must ensure that the business has qualified leadership (careers),
correctly allocates financial resources (capital), follows a plan (control),
maintains the family’s values (culture) and resolves disputes (conflict) (Carlock
and Ward, 2010).

As the business grows, transferring ownership and management across
generations presents many challenges (As discussed in 2.1.2) in today’s
complex business environment. Family businesses must cope with endless
industry related and organisational decisions while simultaneously planning for
the management and ownership transitions driven by individual and family life
cycles (Carlock and Ward, 2010). These challenges are not unique to a
particular family enterprise. Rather, they are related to predictable transitions
that occur as both families and businesses grow and mature (Carlock and
Ward, 2010). Families and their businesses must address life cycle change
because it is a biological inevitability (Churchill and Hatten 1997). Figure 2.2
shows the human life cycle from birth, through growth and development, to the
highly productive adult years and then phase-down. In a family business,
managers and owners have the most influence during their adult years, from
around age 30 until they peak in their 60s or 70s (Carlock and Ward, 2010).
Moreover, the life cycle of the business is similar to the life cycle of owners
(Ward, 2004). Therefore, in the search for creating a continuity model for family
businesses, which is an aim of this research, the life cycle of the family
business and its influence on the family members, management and transition

of the business need to be considered.
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Figure 2.2: Human life cycle: Biological Imperative
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Source: Adapted from: N.C. Churchill and K.J. Hatten, ‘Non-market-based transfers of wealth
and power: a research framework of family business’, Family Business Review, 10(1): 53-67.
Copyright 1997 by the Family Firm Institute. Reprinted by permission.

2.2.1 The influence of life cycle on management transition in a family
business

One challenge all family firms face is planning for management succession
when the family members are experiencing mutual life cycle transitions
(Hollander and Elman, 1988; Janijuha-Jivraj and Spence, 2009; Chrisman et al.,
2003). This means that when the senior generation is facing the uncertainties of
retirement, their children may be entering middle life and the grandchildren may
be entering young adulthood. The three generations should all understand their
roles in the family business; otherwise the family business will suffer from
conflicts and may not survive to the new generation (Carlock and Ward, 2001).
Therefore the effect of lifecycle on the management transition in a family

business needs to be considered in the search for a sustainable model.

The family business will be extremely influenced by the senior manager’s
personal development over the years (Janijuha-Jivraj and Spence, 2009;
Chrisman et al., 2003). Accordingly, as senior managers mature, their personal
management skills, leadership styles and their own personal motivations will
influence their companies (Ward, 2004). Management transition from the senior
to successor generations has significant consequences for the family firm
(Stafford et al., 2010). Figure 2.3 presents the overlapping life cycles of two
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generations in a family business. As the figure shows, the senior generation
move through several phases in their life-cycle: planning the strategy, growing
the business, mentoring the successor, letting go of control and supporting the
transition (Stafford et al., 2010). Each of these phases creates the potential for
conflict and blocked careers if either generation stops or delays the process
(Carlock and Ward, 2010). Therefore the life cycle includes several phases and
each phase may include potential conflicts at managerial control level.
Consequently, changes in life cycle phases need to be considered according to
one of the objectives (elaborate the conflicts which threaten the family business
continuity in different phases) of this study in the search for a sustainability

model for family businesses.

Figure 2.3: Individual life cycle influence on family firm transition
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Source: Adapted from: N.C. Churchill and K.J. Hatten, ‘Non-market-based transfers of wealth
and power: a research framework of family business’, Family Business Review, 10(1): 53—67.
Copyright 1997 by the Family Firm Institute. Reprinted by permission.

The next part will discuss the effects of life cycle on ownership changes in
different phases as life cycle changes may result in ownership changes that can

raise issues that put the sustainability of the family business in danger.

2.2.2 The influence of life cycle on Ownership Configurations

The family’'s movement through individual and family life cycles directly

influences family Ownership Configurations (Stafford et al., 2010). Life cycle
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events such as birth, marriage, retirement and death create the potential for
changes in the ownership group. Examining the life cycle helps to identify its
impact on the family business and demonstrates the need for ownership
education progra‘mmes (Ward, 2004). In addition, family firms should also
consider as part of their growth strategy, the development and adaptation of
their ownership structure. As time passes and the family gets bigger, more
people become involved in the management of the family business; thus,
changes in the ownership structure and the management decision-making
configuration should be accomplished in order to organise the firm's growth
(Rodriguez, 2009). Moreover, understanding ownership configuration or stage
of ownership evolution helps to explain family business behaviour regarding
management decisions and strategic professionalisation (Buckley, Mobbs,
Mendoza, Carraher and Beu, 2002; Gersick et al., 1997; Ward and Dolan,
1998). Furthermore, different life cycle stages are associated with behaviours
that directly impact the family business system (Carlock and Ward, 2010). Life
cycle transitions often trigger events leading to changes in ownership (Stafford
et al., 2010). The founder’s retirement or 65th birthday will often coincide with
the transferring of stock to the next generation of family members (Carlock and
Ward, 2010). Therefore the family needs to anticipate and plan for individual
and family life cycle transitions because they create changes in personal goals,

financial situations and investment objectives.

The interaction of life cycle forces and family ownership decisions determines
the family business’s ownership configuration (Carlock and Ward, 2010).
Moreover, different ownership configurations have unique ownership groups
and characteristics. According to Gersick et al. (1997), as the life cycle
changes, business families potentially move through six possible ownership
configurations: Entrepreneurship, Owner-managed, Family Partnership, Sibling
Partnership, Cousins’ Collaboration, Family Syndicate (Gersick et al. 1997), and
(see Figure 2.4). In the family business arena, the most popular ownership
configuration model describes three stages of ownership evolution: owner-
managed, sibling partnership, and cousin collaborative (Ward, 2004).
Meanwhile, it is important to realise that ownership configurations are not

necessarily linear — not every family business goes through them or completes
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them (Churchill and Hatten, 1997). In fact, the family firm may skip phases or
circle back into a phase because of family ownership decisions or actions. An
owner-manager may transfer majority ownership to his or her children but
personally continue to control the firm’s business direction. This business
remains in the Family Partnership Phase until the parent’'s death (Carlock, and
Ward, 2010). Therefore, in the search for a sustainable family businesses
model, considering ownership configuration is an important aspect, as
ownership changes based on the family members’ life-cycle changes. The
following paragraphs will expand on the ownership configuration characteristics

of family firms in each stage according to life cycle changes.

i) Owner-managed

According to Ward and Dolan (1998), owner-managed firms usually stress
autocracy and they are tightly controlled by one or two company founders (or
generation-in-charge). This is the stage from the start-up to entrance into the
business of a family member (Churchill and Hatten, 1997). As the ownership
configuration progresses to include next generation members, the autocratic
control style may either change (i.e. sibling partnership) or remain the same (i.e.
owner-managed). When the ownership rights and managerial decision-making
are passed on to one or two members of the next generation, the owner-

managed ownership structure repeats itself (Rodriguez, 2009).

ii) Sibling Partnership

Sibling partnerships are family companies where the ownership and control are
divided among a group of siblings. In order for these partnerships to work out,
siblings must have the ability to work well together. This is often achieved
through equality, whether in terms of recognition, title, ownership, etc. (Ward
and Dolan, 1998). Sibling partnerships can be of two types: joint partnership
and controlling partner. In a joint partnership, the rights are distributed more or
less equally among two or more siblings (no one dominates control), while in

the case of a controlling partner, one member of the ownership team has
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effective control over shares, with the other(s) sharing the rest of the rights
(Ward, 2004; Rodriguez, 2009).

iii) Cousin collaboration

The cousin collaborative, cousin syndicate or cousin consortium stage is
characterised by a fragmented structure. In this structure, ownership has
become divided among several generations of extended family members, with
shares distributed among a widespread number of cousins (different family
branches) who may not actively participate in the business and who do not
always agree on what strategic vision the company should adopt (Ward, 2004).
Therefore family businesses usually go through three main ownership
configurations such that each stage may entail specific issues. Therefore,
considering ownership changes in different stages based on the life cycle
seems important in order to recognise and resolve generational issues, in line

with the purpose of this research.

Accordingly, Figure 2.4 explains the four life cycle forces that create challenges
for family firms. This framework integrates industry, organisation, family and
individual life cycle forces to demonstrate their impact on family business
ownership configurations (Carlock and Ward, 2010). What is important to
understand is that life cycle forces shape individual, family, organisation and
market behaviours. Different life cycle situations and combinations require
different planning and strategies (Rodriguez, 2009). A change in any of the four
life cycles presented in Figure 2.4 means that the family and business plans
require new thinking and possibly revision (Stafford et al., 2010). Furthermore,
Figure 2.4 shows all of the possible phases that may occur within each of the

four life cycles operating in family businesses.

In addition, families face additional pressures when life cycle transitions occur in
two or more life cycles at the same time. When this happens, planning also
becomes more challenging (Carlock and Ward, 2010). Therefore, lifecycle

forces influence the ownership configuration through their effects on family
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members, organisation and family. Consequently these factors need to be

considered in creating the family business continuity model.

Figure 2.4: Life cycle forces influencing family business
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Source: Randel S. Carlock and John L. Ward. Strategic planning for the family
business: parallel planning to unify the family and business. Palgrave Macmillan, 2001.

Now that the influence of life cycle on family business ownership and
management has been reviewed, the next part will explain the influence of life
cycle on the careers in a family business as change in life cycle may result in
change in ownership configuration and change in ownership configuration may
cause change in family business careers (Ward, 2004). Therefore, these
changes may increase the conflicts level and consequently, in order to create a
sustainable family business model and minimise the generational issues, it is
important to consider the career changes in family businesses based on life

cycle changes.

2.2.3 The influence of life cycle on family business careers

According to Carlock and Ward (2010), it is important to understand the effects

of the family life cycle on family careers for two reasons. First, it is a force that

shapes all aspects of family business careers. The birth of a child creates a
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potential employee, senior adulthood signals retirement and death, which is a
guaranteed triggering event for management succession. Second, families often
have great difficulty negotiating transitions created by the family’s life events
(Carlock and Ward, 2010). Accordingly, Ward (2011) presented a successor’s
possible career path during the family business life cycle which supports family

business continuity (see figure 2.5).

Figure 2.5: Successor's career development time line
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Source: Ward, John L. Keeping the family business healthy: How to plan for continuing growth,
profitability, and family leadership. Macmillan, 2011.

Ward (2011) presented a time line of different stages of a successor’s career
development according to the family business life cycle. The first stage
demonstrates that when a child is at home, positive attitudes toward the family
business should be taught as well as basic education and skill development
(Ward, 2011). This is called family socialisation, and may last up to the age of
18 years. After family socialisation in business values, successors typically
spend the next ten years attending college and gaining outside work experience
as they develop their personal capabilities and self-confidence (Carlock and

Ward, 2010). Afterwards new family members will join the family business full

48



time in their mid-to-late twenties and they will gain experience in making
decisions (Ward, 2011). Then they will be ready to take responsibility for one or
more profit centres in order to acquire general management skills. Apart from
that, the family members must begin to explore outside resources that will allow
them to continue their professional development (Carlock and Ward, 2010). The
final two stages of a family business career based on the life cycle of a family
member include being appointed CEO and ultimately attaining the position of
chairperson (Carlock and Ward, 2010). As successors fulfil the role of CEO and,
later, of chairperson, they will encounter new challenges in addition to the
functional and general management skills they mastered earlier in their career
(Ward, 2011). Therefore, one of the most important long-term considerations for
planning a family executive career for successors is the focus on their
continuous learning and personal development and preparing them for taking

over the business in the future.

According to Carlock and Ward (2010), a successor's development will not
always follow such a smooth course. For some successors, sudden death,
disability, or retirement of the parent rushes their development. Because they
have not yet acquired the proper skills, these young heirs are forced to act more
like entrepreneurs than like professional managers. They learn to do what is
necessary through instinct and the sheer need to survive (Ward, 2011).
Therefore, it is beneficial to consider the successor's career development plan,
while designing the family business sustainability plan, as it indicates the
successor’s personal development (necessary to taking over the business) over

time as well as highlighting conflict points.

As mentioned before, according to Hollander and Elman’s (1988) framework,
ownership configuration and management change based on the lifecycle of the
family business. Therefore, in the search for a sustainability model of family
businesses and better understanding of family businesses, this part explained
the effect of family business life cycle on management, ownership configuration.
The next part will consider the family business’s struggle for succession as one

of the characteristics indicated by Mustakallio’s (2002) framework.
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2. 3. Family business succession

As mentioned earlier, a family business is 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 et al., 1999: 19; Hollander and
Elman, 1988). Succession and conflict have been identified as key issues in
family businesses (Mustakallio, 2002). Succession is described as transferring
the control and management of the business from an elder to younger family
members (Brockhaus, 2004; Churchill and Hatten, 1987; Ward, 2004). It is
considered by many scholars as the most important test for any family business
(e.g. Barach and Gantisky, 1995; Chrisman, Chua and Sharma, 1998; Davis
and Klein, 2005; Landsberg, 1999; Le Breton-Miller et al., 2004; Massis et al.,
2008). Family businesses are usually faced with the challenge of ensuring
competent family leadership across the generations (Le Breton-Miller et al.,
2004). Accordingly succession planning is a major area in family business
literature (Sonfield and Lussier, 2002; Danes et al., 2008).

A smooth succession requires the cooperation of the incumbent and the
successor (Handler, 1992). Cabrera-Suarez, De Saa-Perez, Garcia-Almeida,
(2001) emphasised the importance of the quality of the relationship between the
successor and the incumbent in facilitating the effective transfer of knowledge
required for the continuity of the business. According to Astrachan and
Jaskiewcz (2008), many researchers have found that the succession process
can be positively enhanced through good relationships, mutual respect and
understanding (Goldberg, 1996; Handler, 1990; Lansberg & Astrachan, 1994,
Ward, 1987). Likewise, a study by Morris, Williams, Allen and Avila (1997)
illustrates that in a balanced family relationship, incumbents should be building
trust, encouraging communication, and developing shared values among family
members in order to support the succession. On the other hand, according to
Astrachan and Jaskiewicz (2008), negative emotions can be aroused by family
conflicts (Levinson, 1971), rivalry (Grote, 2003), and stress (Narayanan,
Menon, & Spector, 1999; Ward, 2004; Miller and Miller, 2014). They, in turn,

can negatively affect business processes, and performance (Pelled,
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Eisenhardt, & Xin, 1999). This part explained that succession in family
businesses is mostly associated with transferring the business to the new
generation and to do that family members should resolve the conflicts.
Consequently, this section has emphasised building trust, good family
relationships, encouraging communication and resolving conflicts as key
elements of family business succession that will be considered in this study in
order to design a sustainable model for family businesses. As illustrated earlier
in this chapter, unresolved issues are major threats to family business
continuity. Therefore, the next part will shed light on the major issues
confronting family business succession in order to illustrate them and attempt
to resolve them based on the objectives of this research in the search for a

sustainable model for family businesses.

2.4 Key Issues affecting Family Businesses

According to Goffee (1996), family businesses are very fertile ground for conflict
and need to be dealt with in a planned and controlled manner to avoid potential
pitfalls (Jaffe and Lane, 2004; Goffee, 1996; Zahra and Sharma, 2004; and
Carlock and Ward, 2010). Family issues play an important role in the
management of family businesses. Examples of such issues include
primogeniture (i.e. elder son takes over the business), and sibling rivalry
(Sorenson, 1999). The beliefs, personality and values of the founding
generation of the business influence the corporate culture of the family business
(Bennis, 1986; Harvey and Evans, 1994). The business culture and the family
members’ culture partially overlap and this may lead to conflict (Harvey and
Evans, 1994). Succession and conflict are interrelated. ‘Gender’ is another
variable in this complex equation. In addition, family businesses are disposed to
problematic issues such as nepotism, sibling rivalry, divergence of family and
non-family members (Hollander and Elman, 1998; Martinez et al., 2007).

Accordingly, Harvey and Evans (1994) classify conflicts in family business
based on their origin: internal to the organisation, external to the family involved
in the business and in larger organisations external to stakeholders (bankers,

suppliers, distributors and board of directors). Additionally Tagiuri and Davis
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(1996) identified three levels of conflict in family businesses, based on the three
circle model explained before (Figure 2.1). They state that level one occurs
when there is no interaction among the three elements (business, family and
ownership) and the conflict is limited to only one of the entities. Level two
conflicts happen when two of the three entities overlap, meaning that the
sources of the conflict are combined (business, family and ownership), which
makes it difficult to address. Level three conflicts encompass all three involved
parties: family, business organisation, and external stakeholders. Therefore,
overlap of the three entities creates conflicts that need to be considered in

developing a continuity model according to the aims of this research.

Furthermore, Danes et al. (1999) categorised family business conflicts into five
separate blocks: (i) justice conflict (concerns problems of compensation and
quality of treatment along with allocation of resources); (ii) role conflict
(confusion among roles when family members work together or when the family
business employs others who are not part of the family); (iii) work/family conflict
(those that surface at the intersection of the family and the business
subsystems); (iv) identity conflict (involves family members' need to differentiate
themselves from family expectations and act as independent, autonomous
people); (v) succession conflict (the effect of family business succession on

harmony in the family business).

Jehn (1997), on the other hand, categorises conflicts in family businesses
according to three separate aspects: task, process, and relationship conflicts.
Task related conflicts are mainly about goal setting and strategic management
of the organisation. According to Ward (2004), a moderate level of task conflict
is beneficial for the organisation as it increases the flexibility of the company
and enhances its sLlrvivaI chances if changes occur. Meanwhile, according to
Jehn (1997), process conflict can be defined as uncertainty in distributing power
and responsibility among family members and how the work should be
accomplished. High levels of process conflict mostly result in rivalry and
uncertainty of the roles, while low levels lead to difficulty in adjusting
responsibilities and resources (Jehn, 1997; Jehn and Mannix, 2001).
Relationship conflict is more to do with personal aggression and incompatibility,
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which include aspects like anger, disappointment and annoyance. It ultimately
results in negative personal feelings towards others and their work in the
organisation and a simultaneous decrease in the levels of mutual

understanding, which immensely affects the work and efforts (Jehn, 1997).

Consequently, conflict in family businesses is an important subject that attracts
a lot of interest among researchers (Hunt, Osborn, & Schuler, 1978; Goffee
1996; Hollander and Bukowitz, 1990; Ward, 2004; Le Breton-Miller et al., 2004
and Carlock and Ward, 2010), and their main common concern is how to
evaluate and address these conflicts to achieve the firm’s survival (Sorenson,
1999; Ward, 2004). In order to meet the aims of this research, the researcher
seeks to understand generational issues affecting family businesses. Therefore
the next part will highlight the most important family business conflicts that,

according to the literature, threaten the transition of a family business.

i) Unbalanced family needs and business needs:

Mustakallio (2002) points out the simple but critical difference in goals between
family (providing care and comfort for its members) and business (generating
economic profit for stakeholders). It has been discussed that the adoption of
non-monetary goals such as job creation for family members and gaining
respect might reduce flexibility and efficiency of the family business (Sharma,
Chrisman and Chua, 1997; Davis, 1983). Following personal interests at the
expense of business needs (Donnelley, 1988, Ward 2004) as a result of
divergence of interests is a common feature of family businesses. The
connections between family members could be a threat to the business if the
focus is on maintaining good family relationships rather than business purposes
(Sorenson, 1999). However, as mentioned in section 2.3, according to various
scholars (Pelled, Eisenhardt, & Xin, 1999; Astrachan and Jaskiewicz, 2008;
Cabrera-Suarez et al., 2001), building trust, good family relationships, and
encouraging communication are the key elements of success. Therefore,
unbalanced family expectations and business needs create conflicts among
family members. Consequently, many scholars (Sorenson, 2000; Westhead and
Howorth, 2006; Ward, 2004) suggested that there should be a balance between
family needs and business needs in order to manage the conflicts and support
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the business transition. Therefore, this issue will be considered in seeking to
create a sustainable model for family businesses as the main aim of this

research.
ii) Rivalry

The job of operating a family-owned company is often critically complicated by
friction arising from rivalries involving a father and his son, brothers, or other
family members who hold positions in the business, or benefit from it
(Sorenson, 1999). Rivalry among family members can cause the family
business to suffer and put it in danger (Levinson, 1971). Family members may
become involved in power conflicts over management and taking over roles to
prove themselves (Ward, 2004). Rivalry among family members creates
disagreement and harms family members’ relationships and communication
(Sorenson, 2000). Therefore, such rivalry creates conflicts that jeopardise the
continuity of family businesses. Karatas-Ozkan et al. (2011) conclude that the
only real solution to managing rivalry in family businesses is to move toward

professional management.

iif) Founder'’s fear of losing control (letting go)

According to Lansberg (1988), founders fear losing control, and retirement may
indicate demotion in his or her role in the family, therefore they develop self-
defeating mechanisms to help them cope with this anxiety, such as disrupting a
potential successor's professional development, to appease their need to
remain in control. In this case the potential successor may not get the
opportunity to develop the skills or respect necessary to manage the business,
which may drive successors to leave the family business or make them feel

incompetent (Massis et al., 2008).

In other respects, according to certain scholars (Handler, 1990; Cabrera-
Suarez et al., 2001; Astrachan and Jaskiewicz, 2008) it is important for the
incumbent to let the successor make their own decisions and mistakes, as this
is vital for their development as a leader. Barach & Gantisky (1995) emphasise
that incumbents with certain personality characteristics, such as being
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mistrusting, over-controlling, or negatively aggressive, can have a negative
impact on the succession process. On the other hand, a cooperative attitude,
openness to new ideas and a mentoring approach positively support successful
transition (Carlock and Ward, 2010). Furthermore, according to Miller and Miller
(2003), over-controlling the new family members will damage the independence
feeling they need to run the business. Therefore, involving family members in
important decisions of the business, passing the business on to them and
mentoring them will manage conflict. Additionally it prepares the new family
leaders for taking over the family business. Therefore, this issue will be
considered in creating a sustainable model for family businesses as the main

aim of this research.

iv) Gender issues and rivalries

There is an argument over whether primogeniture is still relevant and its
potential consequences for succession. According to Barnes (1988), the eldest
is chosen as the successor because of the incongruity that would develop in
the successor's standing in the business if a younger son or daughter were to
take over the business, which could lead to obscurity and rivalry within the
family. An incumbent is therefore reluctant to choose a younger son or
daughter to succeed, in order to preserve harmony in the business and family.
According to Collins (2011), few studies have examined gender and
succession, but the most cited is that of Dumas (1989), who compared father-
son and father-daughter relationships. Dumas (1989) suggests that father-
daughter relationships are not only more harmonious, but different in nature.
According to Collins (2011), daughters were happy to assume the role of carers
and did not compete with their fathers for power and control; however, in the
sample studied none of the daughters had even been considered as potential
members, managers, or successors in the business by their fathers. In addition,
Haberman & Danes (2007) found that father-daughter successions were less
competitive and conflictive than father-son successions. However, a similar
study carried out by Cadieux, Lorrain, & Hugron (2002), comparing the
succession processes of women and men owner-managed firms, failed to find
any significant differences between the two groups.

Nevertheless, criteria for selection of the successor have become more
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objective and the focus of matching the abilities of the successor to the needs
of the business has become more widely accepted (Brockhaus, 2004). A study
carried out by Chrisman et al. (1998) found that integrity and commitment to
the business were more important attributes in a successor than gender or
birth order. Meanwhile, successor abilities such as proven skills, performance,
and experience in leading the organisation have been linked to positive
successions, and also helping the successor gain credibility and legitimacy
(Barach, Gantisky, Carson, & Doochin, 1988). Training and development of
successors also plays an important role, as the extent of training to acquire
knowledge and develop capabilities will determine their credibility and prepare
them for future leadership (Ward, 2004). Hence gender preference or birth
order preference may create conflicts in family businesses and put their
survival in danger, although, according to evidence cited in this section, the
importance of matching the abilities of the successor to the needs of the
business has become more widely accepted. However, in the case of this
study, according to the main objective of this research to develop a sustainable
family business model for Iranian family businesses, perhaps there are big
gender differences between Iranian family businesses and family businesses in
the west. Therefore, this study will take gender issues into consideration.

V) Unclear Involvement structure

Business survival has been positively associated with family support and family
involvement in the business (Ward, 2004; Collins, 2011). Accordingly, family
business survival increases when family members help in the business and
provide emotional support to the owner (Danes and Lee, 2004; Danes and
Morgan, 2004; Green and Pryde, 1989). Moreover, Sorenson et al. (2004)
found family involvement in and control of the business was associated with
longer survival. Hence, the survival of family firms depends on the involvement
and inclusion of next generation family members (Bjérnberg and Nicholson,
2012). Moreover, according to Bjérnberg and Nicholson (2012), whether as
employees or owners, the next generation’s commitment and willingness to be
involved in the business is the key to the continuity of the family firm. Family
business scholars have devoted much attention to intergenerational transition in
the family firm (Dyer and Handler, 1994). Certainly, next generation family

members have received most attention from researchers (Zahra and Sharma,

56



2004). Commitment among next generation family members has emerged as
one of the key factors that contribute to and support the effective succession of
leadership (Sharma & Irving, 2005).

However, involving more family members in the business can give rise to issues
and conflicts (Chrisman et al., 2003) such as task conflict, power conflict and
role confusion (Ward 2004). Furthermore, Martinez et al. (2007) point out the
negative aspects of such interaction, such as overlapping of family and
business issues, nepotism, resistance to change, all of which need to be dealt
with. Therefore, if there is a lack of a clear structure for involving and promoting

new members in the business, such involvement may create conflict.

Vi) Unclear compensation

According to Carlock and Ward (2010), in some family businesses there is no
clear structure for compensation and dividend allocation, which means that
family members are just wealthy on paper. Additionally, according to Bjornberg
and Nicholson (2012), some family members viewed their ownership primarily in
nonmonetary terms. This means that to such people ownership represents
“sentimental value” and that the money was “paper wealth” or even “fiction in
my bank account,” regardless of the actual size of the wealth. Statements made
by individuals with a high degree of emotional connectedness but no other
stake in the business suggested that actual share ownership need not be a
prerequisite for the emotional bond needed to support the family’s involvement
and avoid conflicts (Bjornberg and Nicholson, 2012; Carlock and Ward, 2010;
Ward, 2004). Therefore, family businesses need to have compensation and
dividend payment plans as well as an involvement and promotion structure for
family members to manage the compensation issue. Consequently, the
compensation issue will also be considered in the search for a family business

sustainability model as the main aim of this research.

vii)  Conflict among family and non-family members

When family members and non-family members interact, different perspectives
may arise (Jehn, 1997). These different views may cause conflict, not only

among employees or between employees and family members, but even worse,
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among/between relatives. When daily operations are hampered by conflict,
family firms will experience a high turnover rate among non-family employees,
this being reflected in the business productivity and survival. In addition, if family
members let their behaviour be driven by emotional arousal instead of business
economics, the firm may end up being sold or failing to create economic wealth
(Jehn, 1997).

viii)  Identity conflict

Working under the shadow of a successful entrepreneur founder and a caring
father may result in the new generation not having enough confidence and
cause the creation of an unprepared successor (Carlock and Ward, 2010). This
situation will result in an identity conflict for the new generation (Shulze and
Lubatkin, 2003). Accordingly, the new generation may also be unclear about
their role and position in the business or their compensation (Ward, 2004). They
also may not be involved in major decisions regarding the business (Nordqvist,
2012). These issues will also result in identity conflicts (Carlock and Ward,
2010) and may cause founders to have difficulty in ‘letting go’ and passing on
control and authority to the successor, unclear structure for family members’
involvement and the lack of preparation of next generation family members to
take over the business (Cabrera-Suarez et al., 2001; Dyck, Mauws, Starke and
Mischke, 2002). Therefore, succession requires well prepared planning to
ensure sustainability of the family business (Hughes and Rubin, 2005; Stavrou,
1998; Upton and Heck, 1997). Consequently, identity conflict is another issue
threatening the success and smooth transition of family businesses that will be

considered in this research.

ix)  Not all family members work in the business

Family members may not be interested in or willing to work within the family
business (Carlock and Ward, 2010). However, they may be interested in
enjoying the handsome dividend (Ward, 2004). On the other hand, there may
be family members who are involved in the operation of the business and who
are unhappy about the non-involvement of other family members. Therefore,
conflict may arise between the family members who work within the business

and non-involved family members, regarding the latter’s receipt of benefit from
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the business (Carlock and Ward, 2010). Hence, there needs to be a clear
structure for involved and non-involved family members, their roles and their
compensation, in order to manage such conflict and support the transition
process. This research will consider this issue in creating the sustainability

model for family businesses.

This section has highlighted some of the major issues confronting family
business succession. Accordingly, this research will focus on these and other
possible issues and will attempt to resolve them according to the research
objectives in the search for a sustainable model for family businesses. The next
section will explore cross-national differences in relation to family business
survival as most of the résearch in this field has been conducted in the west and
such research can help the researcher in his study of Iran by highlighting

potential differences from the west.

2.5 Cross-national differences

As in other areas, much of the existing body of work on the management and
organisation of family businesses is either American or Western European
(Hollander and Bukowits, 1990; Karatas-Ozkan et al., 2011; Lerner and Malach-
Pines, 2011; Ward, 2004). Inevitably, this limits the conception of what such
businesses might look like, as well as the functions they might perform (Goffee,
1996). According to Lerner and Malach-Pines (2011), there are cross-cultural
differences between the owners of family businesses in different countries.
Therefore, there are cross-national differences in how the families act during the
transition process. Hence, western-based research helps with this Iran-based
study as there is little data available on continuity of family businesses in Iran.
Furthermore, there have been various calls for new research in other parts of
the world apart from the west (Lerner and Malach-Pines, 2011; Goffee, 1996;
Hollander and Bukowitz, 1990; Alrabeei and Scott, 2014). According to Goffee
(1996), cross-national differences relate to structure, economy and culture.
Therefore the next part will explore each of these three aspects, in order to

understand cross-cultural differences in the light of the relevant literature.
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i) Structure

There are three major ways in which cross-national differences may affect the
family enterprise (Goffee, 1996). First, the structure and functioning of family
businesses will be influenced by the wider economic context within which they
operate (Burrows, 1991; Goulding, Baum and Morrison, 2005). Accordingly, firm
survival has been linked to firm characteristics. Size, industry, age and
profitability have been positively associated with survival (Stafford et al., 2010).
Therefore, opportunities for business formation and growth vary significantly
across countries, due to the complex mix of historical, political and
socioeconomic circumstances (Goffee and Scase, 1982). In other respects,
there are differences between manufacturing and service sectors (Goffee,
1996); for instance, within Europe, Germany and France over one-third of all
manufacturing enterprises have less than 200 employees (Goffee 1996). Even
sharper contrasts exist between mature and newly developing industrial
economies (Gigoutzi, Nijkamp and Storey, 1988). Audretsch (1991) and
Audretsch and Mahmood (1995) found that larger and older manufacturing
businesses were more likely to survive, whilst businesses in the agriculture and
repair services industries were found to survive longer (Van Praag, 2003).
Meanwhile, Sorenson, Brigham, Holubik and Philips (2004) found business size
and profitability increased survival duration. Therefore, although survival of
family businesses in Iran may be affected by differences in structures there is
little available data available in this field, which provides further justification for
conducting this research in Iran. Therefore, this research will focus on medium
sized family businesses operating in the industrial sector in which my family
business operates. The next aspect of cross-national differences identified by

Goffee (1996) is economy, which will be discussed next.
ii) Economy

Goffee (1996) describes cross-national differences in the economy as relating
to the role of the government in the economy and the consequent effects on
family businesses. For instance, in free market economies there is less state
intervention, which is favourable to small business formation (Davis and Scase,

1985; Goffee, 1996). However, in countries with more state legislation, the cost
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of business ownership increases, which may restrict opportunities for start-ups
(Ward, 2004); for instance, there may be different regulation on family
businesses in terms of death taxes (Ward, 2004). In consequence,
interventionist states mediate the relationship between ownership and control in
ways which may limit managerial rights, reduce options on possible structural
(ownership) configurations and diminish opportunities for business owners to
pass down capital assets across generations (Johénnisson, 1987). Therefore,
the continuity of family businesses in Iran could be affected differently by
governmental legislation and policies, as Iran is not a free market economy.
However, this research will not consider the effects of state on family business
continuity in Iran as this is not among the objectives of this research. The next
part will explain the third aspect of cross-national differences, namely culture, as
family business sustainability and family businesses issues may be affected

differently based on differences in culture.
iii) Culture

The third aspect of cross-national differences identified by Goffee (1996) is
culture. Accordingly, the nature of family businesses is likely to be different
based on differences in social values and norms in different nations (Goffee,
1996). Some attempts have been made to categorise these value differences
(Hofstede, 1991) and link them to variations in social and workplace attitudes
and behaviour (Laurent, 1983; Trompenaars, 1993). However, few studies have
been conducted into the impact of such differences on family businesses
(Goffee, 1996; Karatas-Ozkan et al., 2011; Stafford et al., 2010). Hofstede, in
his 1988 study, distinguishes national cultures in terms of five orientations
(social, power, uncertainty, goal and time). Each cultural orientation affects the
perceptions, attitudes, values, motivations and behaviour of the local people
(Buchanan and Huczynski, 2010). Furthermore, each of the dimensions
identified by Hofstede (power distance; uncertainty avoidance;
collectivism/individualism; and masculinity/ femininity) offers a starting point for
the analysis of, for example, family size and role structure (uncertainty
avoidance), social and economic divisions between men and women

(masculinity/ femininity), kinship networks (power distance), child-rearing
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practices and cross-generational relationships. An illustration is provided in
Table 2.1.

Table 2.1: Cultural differences and the family business

Dimensions of difference Typical family/business characteristics
(after Hofstede, 1991) [ High low . .
Power distance Deference to authority Egalitarianism in family and
figures (in family and business relationships; more
business): acceptance of meritocratic relationships
inequality; paternalism or within family firms (less
autocracy in family firms nepotism)
Uncertainty avoidance Child-rearing practices -~ Child rearing practices
: o disciplined; greater emphasis  “looser” and person centred;
onrules, hierarchyand - greater tolerance of
structure in work ' ambiguity and flexibility in
, organizations ‘work relationships
Collectivism/ Individualism Close-knit, extended family Nuclear family; ownership
networks; ownership concentrated in individuals
dispersed among family
Masculinity/ Femininity Ownership and control highly.  Ownership and control less
concentrated among men; - - concentrated among men;
male and female work roles - greater interchangeability of
sharply differentiated ~ work roles; more women-

owned businesses

Source: Hofstede, G. (1991), Culture and Organizations, McGraw-Hill, London

According to Collins (2011), culture in families varies based on the attitudes,
values, beliefs and assumptions of family members. Accordingly, Steers,
Sanchez-Runde and Nardon (2010) concluded by defining culture as follows:
(1) culture is shared by members of a group and indeed sometimes defines the
membership of the group itself. (2) Culture is learned through membership of a
group or community. It is learned from elders, teachers, officials, experiences,
and society in general. (3) Culture influences the attitudes and behaviours of
group members. Cultural training and socialisation is the root for our natural
beliefs, values, and patterns of social behaviour. Culture tells us what
behaviour is acceptable and unacceptable, attractive and unattractive. It
influences our normative behaviour or how we think those around us expect us
to behave (Steers et al., 2010). These assumptions will shape the role models
which individual family members choose. For instance, first-born sons in most
western nuclear families often choose their fathers as role models (Goffee,

1996). Likewise, cultural assumptions will shape individuals’ work-related goals,
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whilst families will also vary in the way they relate to the businesses which they
own (Zahra et al., 2004; Ward, 2004). Therefore, the discussion indicates that
the culture of family members affects their values and perceptions in life and in
the business. It also affects how people engage in or react to the business,

which may affect the survival of the family business.

Dyer published a study in 1986 that has established certain principles in family
business literature. Dyer’s study classified family businesses cultures based on
examination of more than 40 family businesses (Dyer, 1986). According to Dyer
(1986), the most well-known type of family business culture is paternalistic. In
such a culture, relationships are arranged hierarchically, with all the key
information and decision-making authority held by the family leaders and
managers, closely supervising employees and giving subordinates little flexible
leadership. Autocratic leadership most excellently describes the leadership in
this type of organisation (Hunt, Osborn, & Schuler, 1978). Autocratic leadership
is usually opposite to participative leadership. The culture of business and
leadership style need to change as new family members join the business
(Ward, 2004). Therefore, the autocratic management culture found in the first
generation of a family business changes to a participative culture as the new
generation join and the business starts its transition. The next part will elaborate

on culture and religion in relation to Iran.

The literature on family business and entrepreneurship has not fully investigated
the combined effects of culture and religion on family firms (Karatas-Ozkan et
al., 2011). This is especially true for firms outside of Western Europe and North
America (Hollander and Bukowittz, 1990; Ward, 2004, Karatas-Ozkan et al.,
2011). There is also very little literature available related to culture and its effect
on lranian family businesses continuity. The researcher is aware that the culture
might be important and might affect family businesses’ sustainability; however,
instead of looking at differences in culture and religion this research focuses on
major cultural factors arising from the results. In other words, while this research
is not looking specifically at cultural aspects, it recognises that culture may play

a part. Consequently, the research focuses on culture in a general sense.
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Iran is a country located in the west of Asia in the Middle East. It is the second-
largest nation in the Middle East and the 18th-largest in the world; with 78.4
million inhabitants, which makes Iran the world's 17th most populous nation
(Curtis and Hoogland, 2008). Iran is home to one of the world's oldest
continuous major civilizations, with historical and urban settlements dating back
to 4000 BC (Curtis and Hoogland, 2008). Iran, formerly known as Persia, was a
major empire and superpower, comprising the area from Anatolia and Egypt in
the west, to the borders of Ancient India in the east. Iran has endured invasions
by Greeks, Arabs, Turks and Mongols and Russians (Carter and Philip, 2006)
and has continually reasserted its national identity through the centuries, to
develop as a distinct political and cultural entity (Carter and Philip, 2006). The
Islamic conquest of Persia (633—656) ended Sasanian rule and was a turning
point in Iranian history. Islamization in Iran took place during the 8th to 10th
centuries and led to the eventual decline of the Zoroastrian religion in Persia.
However, the achievements of the previous Persian civilizations were not lost,
but were to a great extent absorbed by the new Islamic polity and civilization
(Carter and Philip, 2006).

According to Collins (2011), Islamic culture shapes the Middle East and
therefore its organisations and managers working there. Passages in the
Islamic holy book (Quran) specifically address business transactions, with
directives on topics ranging from spending habits to financial and management
concepts. Management style is one contradiction that finds its roots in differing
Muslim groups (Collins, 2011). In addition, authoritarian management is
predominant in large organisations, while consultative methods prevail in other
arenas. Kets de Vries (1996) found that smaller, family-controlled firms in the
Middle East were less bureaucratic, authoritarian, and impersonal than larger
firms that were not family controlled. Moreover, some Islamic groups prefer
consultative methods of management (Ali, 1990; Ali, Al-Shakhis and Nataraj
1991), while others prefer authoritarian styles and encourage absolute authority
of rulers (Ali, 1990). Therefore, family businesses and their culture in the Middle

East, including Iran, are affected by Islam as the dominant religion.

Furthermore, Lewis (2005), in his book When cultures collide categorised the

cultures of different nations. He traced lranian, or Persian, culture back more
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than 3,000 years, and viewed Iranians as proudly sticking to their traditions and
to their sense of leadership and power relating to their Persian origin. Despite
the fact that Islam is the main religion in the country, Iranians identify little with
the many Arab states in the Persian Gulf (Lewis, 2005). Moreover, Lewis 2005
indicated that values such as spirituality, hospitality, new technology, research,
invention, family, neighbourliness, design and pattern, traditional music and
literature, seriousness, dignity, caution in decision making, academic
achievement, respect for the wisdom of the old, respect for the Islamic role of
women, politeness and clemency, their cultural achievements and Islamic faith
and values are important to Iranians. Therefore, the abovementioned values
may affect Iranian family businesses’ continuity, although there is little data
available in this regard. However, as mentioned earlier, this research will
consider culture in a general sense. The next section will consider suggestions
from the literature for resolving generational issues in family businesses, in line

with the research aim of creating a family business continuity model

2.6 Overcoming Crises to Sustain the Family Dynasty

Overcoming multigenerational issues within family businesses has been
discussed in the literature (Jaffe and Lane, 2004; Westhead and Howorth, 2006;
Carlock and Ward, 2001; Ward, 2004; Zahra et al., 2004; Aronof and Ward,
2002; Carlock and Ward, 2010; Carsrud and Brannback, 2012), and there has
been a variety of suggestions for resolving such issues (Ward 2004; Collins
2011; Jaffe and Lane, 2004; Westhead and Howorth, 2006; Carlock and Ward,
2001). Therefore, this section will consider these suggestions in order to

address generational issues in family businesses in the context of Iran.

In many multi-generation family businesses the family owners still shape the
future direction of the firm (Jaffe and Lane, 2004). Moreover, transfer of
business ownership to the next generation of family members is one of the
major objectives of family firm owners (Chua, Chrisman, & Sharma, 2003). The
ability to pass down their firms from one generation to another is the major
criterion for success in family businesses; it is what successful family
businesses do (Jaffe and Lane, 2004). Succession may be regarded as the
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ultimate delegation, but business proprietors are not always good delegators —
even within their own families; indeed, it is their failure with this management
skill which contributes to the termination of many enterprises (Lansberg, 1988).
Most family businesses fail after one generation. According to Goffee (1996),
amongst those which survive the family’s influence reduces. Data from the USA
indicate that of the 10 per cent of family businesses which survive to a third
generation, only one in ten has a family member still involved in management
(Goffee, 1996). Therefore most family owners fail to pass the business on to the

next generation.

The challenges for a family to succeed entail sustaining the family business or
diversifying into a number of investments jointly owned by family members who
multiply with each new generation (Jaffe and Lane, 2004). Although the family's
original opportunities are usually created by a single founder, over generations
there is increasing pressure to divide the fortune among heirs and relatives
(Ward, 2004). A family that succeeds in keeping its fortune unified within a
single business or series of shared investments, with multiple family branches
sharing control and ownership, is quite extraordinary and the passage is difficult
(Gordon and Nicholson, 2008). If the family is successful, the value of its
businesses and investments can multiply through the generations. These
successful multigenerational families are called dynasties (Jaffe and Lane,
2004).

In order to meet the various challenges confronting family businesses
throughout the world, it is proposed that family business owners must prepare
for leadership succession and ownership transition in a professional manner to
ensure stability and succession (Ward, 2004). In other words, such measures
as moving to a professional management level, establishing a dynasty,
establishing a corporation, family councils, have all been mentioned in different
literature (Dyer, 1986; Bass, 1990; Yukl, 2010; Sorenson, 2000; Jaffe and Lane,

2004) as means of resolving these crises and addressing the transition process.

A family enterprise rarely makes it to the dynasty stage (Gordon and Nicholson,

2008). Frequently, the core business is separated or sold or family members
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inherit their own fortunes and go their separate ways (Jaffe and Lane, 2004). To
succeed, families with considerable wealth have to be active guardians and
responsible owners in making key decisions and managing their assets
(Sorenson, 2000). The establishment of formal structures and processes to
organise these relationships is known as governance (Jaffe and Lane, 2004;
Carlock and Ward, 2010; Ward, 2004).

Furthermore, according to Jaffe and Lane (2004), overcoming generational
issues requires family businesses to create a complex web of structures,
agreements, councils, and forms of accountability in order to manage their
wealth need. This need arrives at a critical point for the family as the family
business progresses from the second to the third, fourth, and succeeding
generations, and seeks to maintain shared family control of its often much
diversified financial and business assets (Jaffe and Lane, 2004). Moreover, in
order to maintain the success of the business in the ever-changing world, family
businesses have to be well structured, especially as the family enters the
second and third generations, when, as described earlier, the structure tends to
become more complex, and challenges to sustain collaboration and
effectiveness increase as the business grows with new generations (Jaffe and
Lane, 2004; Carsrud and Brannback, 2012; Carlock and Ward, 2010).
Therefore family businesses need to be well structured in order to resolve the
issues and support success of the business. The next parts will explain the

kinds of structures that support the success of the family.

According to Handler's (1992) study, satisfied successors tend to be more
personally invested, more enthusiastic, and feel more adequate to take on the
required responsibilities. This was reinforced by another study by Stavrou (1998),
which found that the successor's choice to join or not join the family business
related to individual needs, goals, skills, and abilities. In other respects, the family
member's decision to join or not join the business was related to issues with the
family and not the business. Accordingly family members need to be prepared to be
involved in the business and prepared to take over the leadership (Carlock and Ward,
2010). Additionally, defining the purpose of wealth, defining the founder's intent
and values for inheritors may help in establishing a successful dynasty for the
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second and third generations (Jaffe and Lane, 2004; Sorenson, 2000; Ward,
2004). It can thus be concluded that preparation of family members for involvement in
the business and taking over the leadership of the business supports continuity and

success of the business to the next generation.

A family that owns a business, or substantial investments, faces continual
challenges from the business environment and from internal pressures
(Rodriguez, 2009). Furthermore, as the family develops, in order to succeed, it
must develop a clear infrastructure to manage the interrelationships of people,
business, and investment. It must regulate and integrate the interests and
concerns of the many involved people in many ways (Stafford et al., 2010).
However, family businesses should come with a clear governance structure that
presents a clear decision making plan to resolve task conflict, power conflict,
role confusion between family members, issues between family members and
non-family members and uncertainty on distribution of power (Goffee, 1996;
Rodriguez, 2009; Ward, 2004; Sorenson, 2000; Gersick, Davis, McCollom
Hampton, & Lansberg, 1997). The governance structure should manage the
family members’ expectations (Ward, 2004). Therefore family businesses need
clear governance in order to manage conflicts among family members, which
will, by resolving these conflicts, provide structural support for continuity of the

family business.

Planning retirement is another factor that scholars considered as an important
factor that may affect succession outcomes (Gersick et al. 1997; Lansberg,
1998; Sharma, Chrisman, & Chua, 2003; Stafford et al., 2010). However,
normative expectations about retirement (Neugarten, 1979) as well as the
aspirations of the potential business successor who is typically gaining
increasing levels of control over the business (Brun de Pontet, Wrosch, &
Gagne, 2007) may push a family business leader to think about retiring (Olson
et al., 2003). In another respect, the mixture of family and business makes
leadership transition complicated and often stops the family business leader
from planning his or her retirement in an appropriate way (Olson et al., 2003).
Retirement planning also depends on the incumbent and successor being in
sync in the timing of their mutual readiness for this transition (Davis & Taguiri,

1989; Dyck, Mauws, Starke, & Mischke, 2002). These issues are particularly
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pressing for family businesses that are eager to retain leadership within their
family (Ajzen, 1991). Therefore, planning for retirement and preparing the
younger generation for taking over the leadership is an important process which

supports continuity and success of the family business.

Consequently, family businesses face conflicts and need to achieve a direction
and implement appropriate strategies, plans and structures for the family
business (Jaffe and Lane, 2004; Sorenson, 2000; Westhead and Howorth,
2006; Levsin, 1971; Goffee, 1996; Carlock and Ward, 2010). Some of these
structures and plans have been discussed in this section and will be considered
in the search for a sustainability model for family businesses. The next part will

provide a summary and overview of this literature review chapter.

2.7 Conclusion

This chapter aimed to review what is already known about family businesses.
The chapter started by explaining the importance of family businesses in the
world economy and indicated further that family businesses play an important
role in the economy of every country around the world and consequently their
continuity is important to supporting the economy. Accordingly, there is growing
agreement about the relevance of family firms in the economies of many
countries in the world (Deniz-Deniz and Cabrera Suarez, 2005; Chrisman et al.,
2003). Furthermore, evidence has shown that family firms play a significant role
in emerging and developed economies in terms of GDP growth and
employment (Carraher, 2005; Carraher and Carraher, 2006; Miller and Le
Breton Miller, 2005; The Family Business Magazine, 2004; Shanker & Astrachan,
2006; Oslon et al., 2003; Ward, 2004; Zahra and Sharma, 2004; Hunt, Osborn,
& Schuler, 1978; Hollander and Bukowitz, 1990; Ward, 2004). However,
scholars indicated that most family businesses are dysfunctional in transferring
the business to the next generation (Feltham et al., 2005; Stafford et al., 2010;
Lavinson, 1971; Ward, 2004; Rodriguez, 2009; Sorenson, 2000; Miller and Le
Breton Miller, 2005). Family business research remains fragmented in its focus
and findings, and lacks a solid theoretical grounding (Pieper and Klein, 2007).
Similarly, Casillas and Aceda (2007), in referring to the high degree of
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fragmentation in the literature on family business, also indicate a lack of
consensus as to what are the prevailing conceptual foundations in this field.
Moreover, it is worthy of mention that many recent studies on sustainability of
family businesses have been conducted by Carlock, Ward, Miller, Zahra,
Bjorson and that this research will be informed by these studies.

The chapter continued by considering what constitutes a family business. In
order to gain better understanding of family businesses, the chapter focused on
the characteristics of family business. The effects of life cycle changes on the
characteristics of family businesses were also considered in this chapter. Then,
based on the literature, key generational issues within family businesses were
explored. The chapter continued by exploring the effects of cross-national
differences on family businesses, and finally considered how to resolve the
issues and create a dynasty. Therefore this literature review provided an
understanding of family businesses, their characteristics, their issues and how

to resolve the issues relating to sustainability of family businesses.

The literature indicated that family businesses struggle with different muilti-
generational issues which obstruct the continuity of the family business and
prevent the transition of the business to the next generation. However, the
literature on family business has not fully investigated the sustainability of family
businesses. In particular, it has not fully explored issues relating to unbalanced
family needs and business needs (Chrisman et al., 1997; Sorenson; 2000;
Mustakallio 2002; Ward, 2004; Westhead and Howorth, 2006), rivalries
(Levinson, 1971; Sorenson 2000; Ward 2004), founder’s fear of losing control
(Lansberg 1988; Massis et al., 2008; Suarez et al., 2001; Carlock and Ward,
2010), gender issues and conflicts (Barach, Gantisky, Carson, & Doochin, 1988;
Brockhaus, 2004; Ward, 2004), conflict between family and non-family
members (Jehn,1997; Ward, 2004), not all family members work in the business
(Ward, 2004, Carlock and Ward 2010). In addition, most of the studies on the
sustainability of family businesses have been conducted in the west and little
data is available for other parts of the world, especially the Middle East
(Karatas-Ozkan et al., 2011). In addition, according to the literature, unclear

structure, rivalry, and unclear compensation are among the main issues that
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confront family businesses (Ward, 2004; Sorenson, 2000; Danes and Lee,
2004; Danes and Morgan, 2004; Green and Pryde, 1989; Bjérnberg and
Nicholson, 2012; Chrisman et al., 2003; Martinez et al., 2007; Nordqvist, 2012).
Therefore the literature review leads to the following sub questions according to
the aims and objectives of this research: What is the nature of family business
governance? How do family members’ involvements affect the family business?
What are the main multigenerational crises facing family businesses in Iran?
Do cultural characteristics affect family business continuity in Iran? From these,

the first research question of this research emerged.

"What are the main areas where generational conflicts might exist among

family businesses in Iran?"

It was also found that the literature has not covered Involvement Issues (Danes
and Lee, 2004; Danes and Morgan, 2004; Green and Pryde, 1989; Sorenson et
al., 2004; Sharma, 2004; Martinez et al., 2007; Bjornberg and Nicholson, 2012),
identity conflict (Hughes and Rubin, 2005; Stavrou, 1998; Upton and Heck,
1997; Cabrera-Suarez et al.,, 2001; Dyck et al.,, 2002; Nordqvist 2012),
unprepared family members (Shulze and Lubatkin, 2003; Carlock and Ward,
2010;), policy and planning (Hughes and Rubin, 2005; Stavrou, 1998; Upton
and Heck, 1997). Moreover, the literature suggested that multigenerational
issues exist (Basco and Rodrigues, 2009; Olson et al., 2003; Heck and Stafford,
2001; Wang, Walker and Redmond, 2007); however, multigenerational issues
may differ in Iran as most of the literature data represent family businesses in
the west (Ward, 2004; Karats-Ozkan et al., 2011; Rodriguez, 2009).
Accordingly, the following questions need to be answered as sub questions
based on the aims and objectives of the research: How could involvement be
managed in favour of family business transition? What is the appropriate family
business governance for supporting transition? What is the appropriate
ownership configuration to support continuity of family businesses? From these,

the second research question was developed:

"How could family businesses overcome multigenerational issues?"
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Consequently, this research on family businesses in Iran focuses on
generational crises and problems that they may face in transition from one
generation to another, with particular focus on transition from the first to the
second generation. The next chapter, Methodology, will explain how the
research was designed in order to answer the research questions and achieve

the research objectives.
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Chapter 3: Methodology
3.1 Introduction

The review of the literature explored the importance of survival of family
businesses. In order to understand how a family business in Iran could
overcome the multigenerational issues and survive into the next generation, this
chapter explains how the appropriate research methodology was designed for
this purpose. Furthermore, this chapter examines potential research methods,
justifies the approach taken and discusses the research strategy pursued. The
main aim of the chapter is to justify the methodological stances and to explain

how the data was collected.

This thesis was intended to contribute to an understanding of generational
issues facing family businesses, with the primary focus on survival to the next
generation. The research focuses on making suggestions for sustainability of
family businesses and also suggests a practical model for balancing the three
key entities in a family business, identified as business, family and ownership.
Therefore, the data of this research are explored inductively using a narrative

approach to represent the data.

The literature review chapter revealed that family businesses play an important
role in the economy of every country around the world and consequently their
continuity is important to the support of the economy (Deniz-Deniz and Cabrera
Suarez, 2005; Chrisman et al., 2003). However, scholars indicated that most
family businesses are dysfunctional in transferring the business to the next
generation (Feltham et al., 2005; Stafford et al., 2010; Lavinson, 1971; Ward,
2004; Rodriguez, 2009; Sorenson, 2000; Miller and Le Breton Miller, 2005).
Then the literature review chapter explored the characteristics of family
businesses in order to understand what a family business is. The main research
questions and sub research questions subsequently emerged from the literature
review according to the aims and objectives of this research. From the literature
review the following sub research questions emerged: what is the nature of

family business governance? How does family members’ involvement affect the
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family business? What are the main multigenerational crises facing family
businesses in Iran? Do cultural characteristics affect family business continuity
in Iran? From these sub questions, the first research question of this research
emerged as: "What are the main areas where generational conflicts might
exist among family businesses in Iran?" Furthermore, in the search for
sustainability of family businesses in Iran according to the aims and objectives
of this research, the literature review identified a need to answer the following
sub questions: how could involvement be managed in favour of family business
transition? What is the appropriate governance for a family business that
supports transition? What is the appropriate ownership configuration to support
continuity of family businesses? From these sub questions, the second
research question has been developed as "How could family businesses

overcome the multigenerational issues?"

This chapter discusses the rationale for the research design in relation to
answering these questions, considering the underlying philosophical
assumptions, methodological commitments and evaluation criteria for assessing
the research. All the above-mentioned issues will be justified and discussed in
the following sections because, according to Thomas (2006), findings are
shaped by the assumptions and experiences of the researcher conducting the

study and the data analysis.

3.2 An Interpretive Approach to Exploring Family Business Succession

Creswell (2003, 1994) and Guba (1990) argue that most research paradigms
share three fundamental elements: ontology, epistemology and methodology.
Ontology concerns the nature and form of knowledge in the physical world,
while epistemology concerns the source of knowledge, or the ways of knowing
knowledge. Actors from the different generations were the source of knowledge
for this thesis. Thus, access to the knowledge or social reality was gained
through interviewing these actors (Alvesson, 2011). The third fundamental
element is methodology; that concerns the rationales behind the procedures
used to research what it is believed is possible to be known (Creswell, 1994;

Guba and Lincoln, 1994).
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The research philosophy for this study is interpretivism, which looks for insights
and draws a picture of reality. Therefore, this study seeks to interpret the
situation and understand it from the participants' point of view. Zahra et al.
(2004) discuss that family members are the key elements of sustainability of a
family firm. Therefore, the interpretation of their experiences, attitudes and

beliefs can be good sources for generating useful findings.

Research can be undertaken through a number of research paradigms that
shape the research design. Pittaway (2005) uses the term paradigm to define
different forms of social science demonstrating fundamentally different
philosophical orientations. Moreover, the types of contributions researchers will
arrive at are inevitably influenced by the choice of paradigm (Kapoulas and
Mitic, 2012). The current study followed Burrell and Morgan's interpretivist
paradigm (Burrell and Morgan, 1979) to explain the philosophy appropriate for
this research. This research therefore took an interpretivist approach, whereby
the research questions were explored and understood from the participants'
point of view, with the aim of understanding how their shared versions of reality
emerged and were maintained to help explain the sustainability of family
businesses. Since the researcher’s philosophical position can shape the
research design, knowing how the researcher was to explore the reality of the
issues between family members was important in order to adopt the appropriate

method to study the phenomenon.

Interpretivism is defined as understanding the meaning of a set of actions to an
actor through some form of contact with how they experience their experience
(Johnson and Duberley, 2000). In this study the process of understanding the
phenomena takes place through interpreting what the participating stakeholders
experienced. Accordingly, interpretivist approaches contribute to gaining better
understanding of the phenomena in building new theories and knowledge
(Kapoulas and Mitic, 2012). In the twentieth-century, among academics,
qualitative methodology and the interpretive stance increasingly gained
popularity, leading to a question as to whether a paradigm shift was occurring

on a larger scale, i.e. whether the interpretivist approach was going to replace
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positivism as the dominant paradigm in studies (Hunt, 1994; Hogg and
Maclaran, 2008), cited in Kapoulas and Mitic (2012).

Ngwenyama and Lee (1997), cited in Mingers (2006), suggest that interpretive
research is very critical of positivism, and statistical analysis in particular,
because the social world is naturally different to the material world and a human
social construction is not able to be measured via statistical models. Johnson
and Duberley (2000, p34) also believe that "anti-positivist claims have a very
practical significance for researchers since they demand an inductive approach
to gathering data about the constellations of norms beliefs and values (i.e.
culture) that influence actors' sense-making activities and thereby legitimate and
explain the particular courses of social action they adopt". The interpretivist
approach's strength and power lies in its ability to address the complexity and
meaning (consumption) of a situation (Black, 2006). The resulting data is rich
and holistic and this has been advocated as the best strategy for discovery,
exploring a new area and developing hypotheses (Miles and Huberman, 1994).
On the other hand, some commentators have argued that the results of
qualitative research may be of more relevance and interest to management
practitioners than those derived by conventional methods (Saunders, Lewis and
Thornhill, 2003). It is the role of the interpretivist to seek to understand the
biased reality of those that they study in order to be able to understand their
motives, actions and intentions in a way that is meaningful for these research

participants (Saunders et al., 2003).

| was trying to make sense of how actors make sense of family business
continuity. Gill et al. (2010) argue that the aim of an interpretivist approach is to
understand (verstehen) how people make sense of their worlds. Interpretivists
(Blaikie, 2007) argue that the study of social phenomena requires an
understanding of the social world that people have constructed and which they
reproduce through their continuing activities. People are constantly involved in
interpreting and reinterpreting their world- social situations, other people's
actions, their own actions, and natural and humanly created objects (Blaikie,

2007). Hence individuals in the first and second generations (different
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generations) are likely to view the survival of the family business differently,

because they have different experiences of their conflicts.

In this thesis the position taken is that the notion of perpetuation (sustainability)
of a family business could be understood through an understanding of the
meaning of the concept from those involved in this form of social action. In
order, therefore, to develop an understanding of the interpretations deployed by
the actors who were being studied (Denzin and Lincoln, 2000; Giddens, 1976;
Shotter, 1975), an interpretivist approach was adopted for this thesis, because
understanding of human behaviour is concerned with the perceived
understanding of human action rather than with the forces that are supposed to

act on it (Bryman and Bell, 2011).

However, it would seem that despite the "coming of age" of interpretivist
research (Prasad and Prasad, 2002), cited in Cassell, Buehring, Symon and
Johnson (2006), there are still a number of challenges that qualitative
researchers face in promoting their work (Cassell et al., 2006). Patten (2005)
states unless the author has funding for the research, qualitative data collection
methods are often more expensive and time consuming than quantitative data
collection methods. Interpretive research involves the interaction of the
individuals with themselves, family, society and culture, which makes it
extremely complex (Black, 2006). Therefore, the inductive/Interpretive approach
was adopted because the researcher believes that the way that people behave

is based on their interpretation of a phenomenon.

In conclusion, the essential principle of interpretivism is that there is a
fundamental difference between the subject matters of the natural and the
social sciences, namely that nature has to be studied from the ‘outside’,
whereas social phenomena have to be studied from the ‘inside’ (Blaikie, 2007).
This is in line with Gill et al.’s (2010) reasoning that natural scientists impose an
external causal logic for explaining a behaviour which is inappropriate in
explaining human behaviour. For example, family members in different
generations behave differently, which causes conflicts or resolution of conflicts
and this has an effect on the survival of the family business. Therefore
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qualitative research is fundamentally interpretive, in that the researcher
attempts to make a logical interpretation of the data. This includes developing a
description of an individual or setting, analysing data for themes or categories,
and finally making an interpretation or drawing conclusions. Therefore, the
qualitative researcher views social phenomena holistically and systematically

reflects on the subjects of the inquiry (Creswell, 2003).

According to Blumer (1969), meaning arises from social interactions. Therefore,
the reality is different from each actor’'s point of view in this research, i.e.
interpretations by participants in the first, second and third generations differ
because they have different experiences of their relationship or conflicts and
they perceive the reality based on their understanding. Thus, the reality about
the conflicts between family members is out there, with the researcher gaining
access to actors' reality by exploring their views and then giving his personal
understanding to participants' thinking by interpreting their views. As Bulmer
(1969) discusses, meaning is handled and modified through an on-going

interpretive process, i.e. meanings are not fixed.

In interpretivist research, in understanding the world, researchers must engage
and participate in it (Hatch, 1997). In treating this thesis as interpretivist
inductive research, during the data collection process the researcher was in a
privileged position to stand back and listen to the actors' perceptions about their
conflicts and how to overcome them. Therefore the knower and the known
(Johnson and Duberley, 2000) were separate, and thus the researcher was
aware that he should not to bring his bias into the process and should not
influence the participants' views. Accordingly, the researcher recognised the
need for separation of the knower and the known and he had to design the
research to minimise the influence of the researcher in collecting the
participants’ views. Later, at the data analysis stage, he engaged with rigorously
interpreting the data, as is described in more detail in chapter 4. Hence what we
call our data are really our own constructions of other people's construction of

what they and their compatriots are up to (Geertz, 1973).
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3.3 The Qualitative Research approach

In the previous section, interpretivism as a methodological or theoretical
position has been discussed. Explanation will now follow of how this research
was conducted through this interpretivist approach. Interpretivism is seen as a
qualitative research approach by many authors (Bryman and Bell, 2007) and
this section will discuss how the design of the current study was based on this

form of qualitative research.

There are two approaches to exploring a research issue: quantitative and
qualitative methods. Both terms are related to the type of methodology adopted
for data collection and data analysis. The quantitative approach usually has its
basis in positivism, and entails an objectivist conception of social reality that
adopts a distinctive epistemological position wherein numbers play an important
part (Bryman and Bell, 2011), which differentiates it from qualitative research. If
researchers are interested in finding the cause and effect relationship in a
phenomenon, the quantitative approach may be appropriate (Bryman, 2004).
However, it was not the aim of this research to establish a cause-effect
relationship between the family members' views and their generational conflicts
in the family businesses. Neither did the researcher intend to quantify the
actors’ attitudes and values with respect to developing their relationships.
Therefore, a quantitative approach was not considered appropriate for the

purpose of this thesis.

"It is fair to say that qualitative research is no longer viewed as merely
‘speculative’ or ‘soft’, as was generally held to be the case by many in the past”
(Goulding, 2005, p294). The results of qualitative research are presented as
discussions of trend and/or themes based on words not statistics, whereas in
quantitative research, the results are presented as quantities or numbers
(Patten, 2005). However, it is necessary for the qualitative researcher to
produce detailed explanations and interpretations of data that can hold a myriad
of meaning (Black, 2006).
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King and Horrocks (2010, p7) suggest quantitative data is "concerned with
measurement, precisely and accurately capturing aspects of the social world
that are then expressed in numbers, percentages, probability values, variance
ratios, etc. Measurement, a term loosely employed here, is approached
differently by qualitative researchers. The aim is still to capture aspects of the
social world but this is done in numerous ways that do not rely on numbers as
the unit of analysis. Using the term ‘qualitative interviewing’ which situates the
methodology deliberately within the qualitative domain where a broad and
holistic approach is taken to the study of social phenomena ".

The key distinction between quantitative and qualitative is that the role of
quantitative inquiry is to describe the general and to ignore the particular, while
qualitative inquiry seeks to explain the particular (Hyde, 2000). The major
feature of qualitative researchers is that they concentrate on naturally occurring,
ordinary events in natural settings, so they can develop a strong understanding
of what real life is like. Furthermore, confidence is supported by local
groundedness that refers to the fact that data was gathered in close proximity to
a specific situation, rather than through the mail, or over the phone. Another
feature of qualitative data is its richness and holism, with a strong possibility for
enlightening complexity (Hyde, 2000). As the data is typically collected over a
sustained period, this makes it powerful for analysing any process, and the
inherent flexibility of qualitative studies gives further confidence to understand
what has been going on. Qualitative data, with its emphasis on people's lived
experience, is fundamentally well suited for locating the meanings people place
on events. Qualitative data is the best strategy for discovery, exploring a new
area, and developing hypotheses (Miles and Huberman, 1994). A qualitative
approach was adopted to undertake this study and to gain an understanding of

the situation from the participants in the selected family businesses.

Silverman (2000) argues that the methods used by qualitative researchers can
provide a deeper understanding of social phenomena than would be gained
from purely quantitative data. This research study chose to interpret changes
over time and to generate better understanding by exploring the sustainability of

family businesses in the perspective of family-members. Furthermore, the
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participants in this study were mainly family members but were also family
owners or managers and policy makers. Thus, they can understand what is
going on as well as where their company is heading. The roles of leadership
and their commitment are essential to the sustainability of their family firms.
One of the focuses of this study was therefore to understand their motives and

also their plans and actions towards their family firm’s sustainability.

Consequently, the qualitative approach differs from the quantitative approach in
that it tends to be concerned with words rather than numbers. For example, in
the qualitative interpretivist approach the stress is on understanding the social
world through an examination of the interpretation of that world by its
participants (Bryman and Bell, 2011). Through Verstehen, qualitative methods
aim (see Alvesson and Deetz, 2000; Denzin and Lincoln, 2000; Van Maanen,
1998) at understanding of others’ experiences by inductively accessing the
actual meanings and interpretations they subjectively and inter-subjectively
deploy in making sense of their worlds and which influence their on-going social
construction and accomplishment of meaningful action (Gill et al., 2010, p. 62).

The qualitative approach allows researchers to capture data on ‘the perception
of respondents in the context of their setting, through a process of attentiveness
and empathetic understanding’ (Miles and Huberman, 1994, p. 6). In the
present study, qualitative research allowed the researcher to get a deep
understanding of the personal views of first, second and third generations at the
family businesses as decision makers in their business regarding their
succession planning: why do different generation family members conflict with
each other in the business, what could trigger them to become involved in the
family business and how do they plan to transit the family business into the next
generation? That approach helped the researcher to get a rich picture of the
stories behind each relationship by collecting very detailed qualitative data. The
following section explains the research strategy, the sampling selection and

data collection methods that were used.
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3.4 Research Method

The aim of this chapter is to explain the methodological approach taken to
achieve the objectives of the research study. The author started his research
journey with an evaluation of the literature (see Chapters 1 & 2) to gain a pre-
understanding of the research study subject. This is considered as a vital
process towards understanding the research subject and contributes to the
body of knowledge with some valuable insights. Aspects such as people's
knowledge, insights, and experience before they engage in a research
programme or a consulting assignment are considered as pre-understanding;
understanding refers to their improved insights emerging during the programme

or assignment (Gummesson, 2000).

Data for a case study can come from many sources of evidence, such as
documentation, archival records, interviews, direct observation, participant-
observation and physical artefacts (Yin, 2003). Creswell (1998) argues that
observations (ranging from nonparticipant to participant), interviews (ranging
from semi-structured to open ended), documents (ranging from private to
public) and audio-visual material (including materials such as photographs,
compact disks, and videotapes) are considered as basic types of information to
collect. In this context, semi-structured interviews were the appropriate method
to collect data for this study. The generation of data is reliant mainly on the
experiences, beliefs and attitude of the participants. Since the author visited all
the companies' sites, some notes were taken through the process of

observation whilst conducting the interviews.

The purpose of this study was to collect data from manufacturing family firms as
cases to study using face to face semi-structured interviews with key managers.
However, the amount of time required as well as recruiting the participants
should be considered in conducting qualitative research. The best recruitment
strategy is probably to send a letter with basic details of the study's aims and
what will be required of the interviewee, with a follow-up phone call in which the
author can explain his/her aims in more depth and answer any queries (King,
2011).
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As explained above, a qualitative research method was adopted for this thesis.
According to Creswell (2003), the qualitative researcher views social
phenomena holistically. This explains why qualitative research studies appear
as broad views rather than micro-analysis; it can enable the researcher to gain
a holistic view of the phenomenon under investigation. Different ways are
available of collecting qualitative data, such as observation, interviews,
documents, and audio-visual materials (Creswell, 2003), in order to understand
people’s perceptions of the phenomenon under investigation. Interview is the
most widely employed method in qualitative research and is attractive to
researchers because of its flexibility (Bryman and Bell, 2011). Using interviews
for this thesis allowed the author to pick up on the interviewees’ responses and
ask new questions during the interview process, giving new insights into the
data.

In order to gain a better understanding of the conflicts and how to overcome
them, the researcher interviewed family members from the first, second and
third generations. The first generation were entrepreneurs and senior
experienced family members and their views helped to explain the background
of the business and their expectations from new family members in the family
business. The perceptions of these people were very important as they were
the prime sources for the business and family as they were head of the
business and head of the family. Furthermore, they could have the most impact
on the continuity of the family business as they were the most influential people
in the family and the business. Therefore, the researcher conducted three

interviews with first generation family members.

The majority of the interviews in this study were conducted with second
generation family members who were involved in the business, in order to get
the new generation’s views on their involvement in the business, on conflicts
and on continuity of family business, and compare these with the first
generation's views. This helped the researcher to compare the two generations’
concerns over continuity of the family business. The researcher also

interviewed some second generation non-involved owner family members to
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compare different ideas on the reasons for involvement, resolving issues and
continuity. In total, the researcher conducted eleven interviews with second

generation involved family members.

The researcher also interviewed non-family managers involved in the business
in order to get perspectives on the continuity of the family business from
employees outside the family circle and compare and contrast these
perspectives with those of family members. They may have had relevant first-
hand experience of conflicts among family members during their career in the

family business. Therefore two non-family managers were interviewed.

The researcher also conducted interviews with third generation family members.
Companies who have made it to the third generation have also been successful
in the transition between the first and second generations. These successful
transition experiences and the views from third generation people on how the
business adapted could help to identify the differences and similarities between
successful generations and those that have struggled with transition. Therefore,
first, second and third generation family members were interviewed in this

research.

3.4.1 Study of family businesses in Iran

It seems necessary to explain that all the interviews were conducted with
Iranian family businesses according to the main aim of this research. These
companies were selected, firstly, because they were operating in Iran, secondly,
because they were family businesses with family members involved in the

business, and thirdly, as SMEs, they were all of similar size.

The researcher is involved in a family business in Iran and the family business

has struggled with survival in the second generation, thus the researcher has a

personal interest in conducting research pertaining to Iran. Furthermore, after

the country's revolution in 1978 and the subsequent war between Iran and Iraq,

many individual medium size businesses were formed (Curtis and Hooglund,

2008), especially in the wake of the rapid growth in population after the
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revolution in Iran (Curtis and Hooglund, 2008). The country’s population
increased from approximately 35 million in 1979 to approximately 78 million in
2013. Some of these family businesses are struggling to successfully transit to
the next generation; however, there is a shortage of data for these family
businesses regarding successful transition. Therefore, in the absence of other
studies in this area, this research is being conducted to develop, explain and
present a model or process for success for Iranian family businesses struggling

to achieve continuity.

3.4.2 Purposive Sampling Technique

A purposive sampling procedure was followed in the selection of the
organisations and participants in the research. Creswell (2003) argues that the
idea behind interpretive research is to purposefully select participants that are
viewed as most likely to help the researcher understand the problem and the
research question. Thus, in this research purposive sampling demanded that
the researcher thought critically about the parameters of the population under
study and chose the sample cases carefully on this basis (Silverman, 2005).
The sample was selected from family businesses with family members involved
in the business in the first, second, or third generation. As a result of the
purposive sampling approach, three more family businesses were identified as

potential participants.

In total nineteen semi-structured interviews were conducted, with four family
business founders, two non-family members involved in the business, eleven
family members from the second generation and two family members from the
third generations. The family members selected for interview for this research

and their roles in the business are presented in chapter 4 (table 4.1).

The participants were chosen from family members involved at senior levels in
the family business; for example, family members who were working as
managing directors or CEOs or in the sales or purchase department. As
decision makers, it was important to gain the views of senior owner managers
at the family businesses. Similarly, it was important for the researcher to gain

85



access to the perceptions of experienced non-family managers in the family

businesses.

3.4.3 Interview Technique

Interview was the main method used for collecting data in this research. The
interviews were semi-structured, in-depth, face-to-face, and one on one. It was
the researcher's concern and interest to get a detailed and deep picture of the
interviewees’ perceptions and ensure their understanding of the interactive
collaborative process. As Silverman (1997) stresses, qualitative interviews
provide us with a means to explore the points of view of our research subjects,
and therefore semi-structured interviews were considered the appropriate data

collection method for this research.

Drawing on the themes derived from the literature, a list of interview questions
was designed (Table 3.1) based on two main themes: generational conflicts and
succession planning in Iran according to the aims of this research, to explore
how family members make sense of their family and business expectations, in
order to enable the researcher to gain the necessary insight to devise a
successful plan for family business continuity. The participants were asked to
state their role, the history of their involvement and some of their experiences
working within the family firms. Thereby, the questioning attempted to develop a
picture of the story behind the involvement, family participation, policies and
continuity planning. For example: ‘How did your business turn into a family
business?’ ‘Have you experienced any generational issues?’ 'How can a family

business survive into the next generation?’ (Table 3.1)

Table 3.1: Interview questions

Interview Questions

1. Could you please let us know how your business started? Background and
Biography?

2. How did your business turn into family business?
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10.

11.

12.

13.

14.

15.

16.

17.

When and how did family members join the business? Which generation are
they in?

How did you manage family members’ involvement into the business? Are they
aware of Family business values?

What is your policy or governance structure for family members’ involvement
and their role in the business?

How do their involvements affect the business or family?

What are the family members’ roles in the family business succession and
succession planning?

How do Family members act in their Professional capacities or has it not been
defined?

Have you experienced any conflict or issues in the business between family
members? If so, how did you manage that?

Has your business experienced any power conflicts between family members?
How do you prepare to transit the business to the next generation?

How do your cultural ties affect your family members and consequently the
business?

Could you explain if you have experienced any generational issues in your
involvement in the business? If so, what were they? And what was your
reaction?

How have you managed generational issues in the business?

How do you prepare or educate family members to continue the business or for
success of the family business in the future?

What is your perspective for the future of the Business?

Would you like to add anything else (How you could overcome family business
issues and survive to the next generation)?

The list order was not rigidly followed, but instead the researcher varied the
sequence as he picked up on particular comments by the interviewee. However,
all the questions were answered by all the interviewees. The same questions
were asked to all the interviewees. These interviews were semi-structured in
nature, thereby allowing the interviewees to talk about what they were
experiencing, what they thought about their family business, aims of
involvement, their expectations and the expected future of the business. This

form of interview also allowed the researcher to clarify the questions and
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answers and ask new questions, using interaction with the interviewees to
follow up their replies and gain a rich picture of each interviewee. The data

collection was conducted between June 2012 and April 2014.

Throughout the interview sessions, the focus was on discovering the history of
the family businesses, family members' involvement, and perceptions of
sustainability of the family business. The advantages of this method are that
participants can provide historical information and that it allows the researcher
‘control' over the line of questioning (Creswell, 2003). It allows the researcher to
fully explore the topic from the respondent's perspective (Doole, 2000). As
Denzin and Lincoln (2005) argue, an interview is a conversation; it is not a
neutral tool, for two people can create the reality of the interview situation. The
researcher gained historical and in-depth information about successful and
unsuccessful examples of different generations working together by asking

family member actors to tell the stories of their current and past relationships.

3.5 Data Collection Method and Procedure

In this thesis data collection took place in two phases which will be explained in

the next section.

3.5.1 First Phase of Data Collection

In the first stage of the study a number of preliminary interviews were conducted
in order to understand how people in family businesses make sense of their
understanding about their family business, the generational issues and their
understanding about how to achieve transition of their family business into the
next generation, The aim was to investigate the initial underlying assumptions
made by the researcher on succession of family businesses between
generations in Iran, where the researcher’s family business operates. From
June 2012 to September 2013, preliminary interviews were conducted with
three family business founders, both of whom were involved in their own family

businesses in Iran; the companies were from manufacturing industries (Table
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3.2). The researcher had initial difficulty in interviewing these family members
as, firstly, they were heavily involved in their businesses and, secondly, they did
not feel it was appropriate for them to share their family’s experiences in the
business and their family conflicts, because they wanted to protect the privacy
of their family business. However, as the researcher is a member of a well-
known family business he was familiar with other family businesses, which also
trusted the researcher on maintaining the confidentiality of the supplied
information as a matter of family privacy. The researcher’s strong connections
with other family businesses in different sectors that met the criteria for this
research (family businesses, first, second or third generation family members
involved in the family business, SMEs) helped him to find participants for the

interviews.

Table 3.2: First Phase Data Collection Sample

B Manufctug T ‘Founder and CEO
G Mafﬁufacturing Founderand CEO
H ywwl\wiléﬁﬂwfacturing  Founder

Making the appointments with interviewees involved different stages. First, the
researcher sent his profile and the aims of his research to different family
businesses in Iran and requested to interview some of the senior family
members who were involved in the business, especially the founder of the
business. At the second stage, through the intermediary support of mutual
friends, people involved in family businesses were contacted in order to gain
their agreement to participate in the research and share their experiences with
the researcher. At the third stage, the researcher followed up each family
member by telephone to make an appointment with the relevant people. From
the researcher’'s point of view it was important to gain the participants' full
agreement because of data protection and ethical issues, and also to provide
assurance that any information would be used for the purposes of the study and
nothing else. All these issues will be discussed in detail in the ethical issues
section.
89



Participants who were involved as family members were asked beforehand
whether they would allow the researcher to make audio recordings of the
interviews. However, at the beginning of the interview sessions the researcher
thanked respondents for their participation and repeated that he would like to
record the conversation and then recorded the participants' reconfirmation using
the audio recorder. There were four cases where the participants preferred not
to use the recorder during the conversations but the rest of the interviews were
recorded. The same procedures for making appointments and getting
agreement from non-involved family members and non-family manager

respondents were followed for the second phase of data collection.

The researcher had a list of questions which were informed by the literature
review framework and the research aims. The questions mainly focused on
conflicts between family members in the family business, how the family
business started and how it had grown and turned into a family business, the
multi-generational issues it faced and how it had survived these, and the stage
at which the family business was currently and its strategic plan for successful

transfer to the next generation.

At the end of the interview, participants were asked whether they would like to
add anything else to the conversation. In some cases respondents raised
interesting points which were useful to the research. However, prior to the main
questions, some basic questions were asked, relating to such as the role of the
interviewee in the organisation, working experience, the number of staff and the

size of the company.

These basic introductory questions made the respondents more comfortable in
answering the rest of the questions during the interview session, because they
helped to establish a trusting relationship between the interviewee and the
researcher. In other words, although the topic of the interview was not a
comfortable one for family members to talk about because the topic was related
to the privacy of their family and their family business, at the same time the

research topic was interesting for them as they were looking for the same
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practical result: to overcome their generational issues in the family business.
This common aim between the researcher and the interviewee made them
enthusiastic to participate in the interviews and share their ideas. The fact that
the researcher was a member of a family business struggling to succeed into
the next generation was further motivation for the interviewees to participate in

the interview.

All interviews lasted an average of an hour and were held at the interviewees’
offices, in the different cities in Iran (Isfahan, Kerman, Tehran, Shiraz) where
the companies were based. The results of the first phase of study, from the
founder’s point of view, revealed the diversity of involvement in the family
businesses. The family members cited different purposes for their engagement,
such as family needs, family succession planning, and family name as a brand,
knowledge transfer, trust, cultural expectations, and family ties. These details
will be explained in the discussion chapters. The outcomes of the first phase of
the study helped the researcher to clarify the selection of the family business
sample for the second phase of data collection. He decided to consider the
views of family members from different generations involved in the operations of
the family businesses because later generations that were operationally
engaged were likely to have different views compared to the founders as
decision makers in the companies. Moreover, as a consequence of the first two
interviews, the interview questions were re-phrased as the practitioners
expressed the opinion that the questions used in the interview were couched in

academic language.

Preliminary interviews also helped the researcher to assess whether the length
of the interview and the sequence of questions were appropriate, because long
interviews can tire the respondents, and an inappropriate order of questions

could cause confusion in the responses.
3.5.2 Second Phase of Data Collection

The second phase of the study faced the challenge of examining important

conflicts mentioned in the first phase of data collection. Since the first phase of
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research had illustrated diversity in aims and expectations of business
involvement based on the generations’ different attitudes, the researcher
arranged meetings and interviews with younger generation family members to
understand the conflicts that were important to the second generation and
compare them with the founders' generation. This comparison was designed to
understand how to overcome the conflicts, with the aim of achieving

sustainability.

Some interviews were conducted with non-family managers who were working
in the family businesses; here, the purpose of these interviews was to get the
ideas of experienced non-family managers in case the family members
hesitated to identify all the issues due to family ties, and also to look at these

issues from a different angle.

The researcher interviewed family members from the third generation to
compare their expectations and concerns (on working with the business) with
those of the first and second generation family members. It was also intended to
compare third generation members’ views on factors affecting transition of the

business with those of family members who had experienced it before.

3.6 Data Analysis Approach and Procedure

In this research, as social science research, it was necessary for analysis to
focus on explanations of human action generated inductively during data
collection, in order to develop an understanding of the interpretations deployed
by the actors being studied (see Denzin and Lincoln, 2000; Giddens, 1979;
Shotter, 1975).

The aim of the research was to contribute to the understanding of
multigenerational issues in family businesses, and how to overcome these
issues in order to create a successful plan for family businesses continuity. It
was decided to adopt a general inductive analytical process for the

interpretation of the data.
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3.6.1 General Analytic Induction

The method of induction is the process of proceeding from the particular to the
general- universal (Locke, 2007). It is a process that starts with an observation
of something that is a puzzle and needs exploration, e.g. a general question,
with the ultimate aim of developing a new theory. When applied to social
research this process leads to generation of a theory. Generalisation is
questionable in this approach because, according to Bryman (2008), the scope
of the findings of qualitative investigation is restricted; it is impossible to know
how the findings can be generalised to other settings. Can just one or two cases
be representative of all cases? The answer is no, but the findings of qualitative
research are intended to be generalised to theory rather than a population. It is
the quality of the theoretical inferences that are derived from the qualitative data

that is crucial to the assessment of generalisation.

However, Gill and Johnson (2006) argue that human beings are able to attach
meaning to the events and phenomena that surround them. Therefore,
examining family members in family businesses could reveal different
understandings and different views because they are from different generations
and have different experiences of their relationships with each other. It could
also provide fruitful contrasts and comparisons and thereby confront the
emergent theory with the patterning of social events under different
circumstances (Johnson, 1998 in Cassell and Symon, 1998). McCracken (1998)
believes that the object of analysing qualitative data is to determine the
categories, relationships and assumptions that inform the respondent's view of

the world in general, and the topic in particular.

Johnson (1998) claims analytic induction is a set of methodological procedures
that tries to generate theory grounded in observation. This approach shaped the
researcher's thoughts in applying the analytical induction approach to the data

analysis.

In developing the analytical approach, data were gathered from family members
and non-family managers and the interview transcripts were analysed,
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producing a provisional list of some common features and deviant cases. Then
similarities between categories were established. Deviant features were
accommodated either by linking them with other common features or by
generating a new category with unique features. Eventually, cross-case
analysis within the groups and between groups of family members was
undertaken and a number of themes emerged from the data. In the next
chapter, the details of the data analysis procedure in practice and findings will

be illustrated.

Thomas (2006) argues that many of the underlying assumptions and
procedures associated with qualitative data analysis are related to specific
approaches or traditions, such as grounded theory (Strauss and Cobin, 1998),
phenomenology (e.g. Van Manen, 1990), discourse analysis (e.g. Potter and
Wetherell, 1994) and narrative analysis (e.g. Lieblich, 1998). However, a much-
used strategy in qualitative data analysis is the 'general inductive approach’
(Bryman and Burgess, 1999; Dey, 1993). Thomas states that the inductive
approach is a systematic procedure for analysing qualitative data in which the
analysis is guided by specific evaluation objectives. It refers to detailed readings
of the raw data, and this drives the identification of concepts, themes, or a
model, through interpretations made from the data by the researcher (Thomas,
2006). The researcher begins with an area of study and allows the theory to
emerge from the data, thus building an understanding of data analysis and
theory in a manner that is consistent with Strauss and Corbin’s (1998) grounded

theory methodology. This approach was adopted in this thesis.

3.7 Problems encountered

Although this research has a well-designed methodology, the researcher
encountered a number of problems during the process of data collection and

data analysis.
The first of these was related to using an audio file recorder. In one case the

interviewer did not press the recording button properly, and as a result an

interview lasting more than one hour was lost and another appointment had to

e



be arranged with that interviewee. In that case it took one and half months to re-
schedule the appointment as the interviewee was a senior family member and
had difficulty finding free time to repeat the interview; also, the interviewee
understandably did not have the same interest in the questions. Therefore, the
interviewer had to exercise technical skill and attention to detail. That was a
lesson for the researcher to double-check the recording device, even during the

course of the interview, for the rest of the interviews.

The second challenge was generally related to making appointments with the
participants. At an interview with one of the family members, the researcher and
interviewee agreed on a one-hour meeting. However, in the middle of the
interview, the interviewee received a call and apologised that he needed to
answer the call and then apologised again that he needed to leave the session;
thus the interviewer had to cut the interview to half an hour. Therefore, the
researcher focused on asking a few crucial questions, as the view of that
interviewee was important to the research. In other cases, the researcher’s
interpersonal skill and network of contacts facilitated making appointments with
family members. In four other cases, the family members did not agree to audio
recording of their interviews and would only agree to the researcher taking

notes.

The third issue was related to a problem in transcribing two interviews which
were conducted on the interviewees' premises. Both interviewees were from
manufacturing companies and there was some noise from machinery and staff
talking to each other in the background. That caused some difficulty for the
researcher while he was transcribing the audios. However, the researcher
referred to the notes that he made during the interview session and after

listening a few times to the audio the problem was resolved.
The fourth issue was that in some cases the family members of a particular

business would not agree to any meetings or interviews so the researcher had

to use his network to find a new family business.
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3.8 Ethical Issues

Ethical issues were an important consideration throughout the research
process, i.e. before the data collection, in data presentation, analysis and
writing up. As human beings were involved in the research, the research
proposal was sent to the university research committee, to make sure that the
research would not harm the participants (Diener and Crandall, 1978).
Meanwhile, potential participants were fully informed in writing of the research
aim and assured that the interview data would be used solely for academic

purposes.

They were also assured that confidentiality of the interview contents would be
maintained, and informed that whilst the researcher wished to record the
interview, other methods such as note taking would be considered if they so
preferred. Most of the respondents confirmed their interest in participating by
verbal confirmation, whilst four of them did not agree to audio recording but only
to note taking. On the issue of invasion of privacy (Diener and Crandall, 1978),
the researcher let potential participants choose the location of the interview. The
AoM Code of Ethical Conduct recommends that issues relating to confidentiality
and anonymity should be agreed with the potential research participants
(Bryman and Bell, 2011, p. 129). This issue has to be taken into account when
findings are being published, to ensure that organisations and individuals are
not identified or identifiable (Bryman, and Bell, 2011). The issue of anonymity of
individual respondents was considered in presenting data; for example, letters
(A, B, ...... F') were used instead of companies' names, and the positions of the
participants mentioned in the research and the names of the family businesses

were not revealed.

3.9 Summary

This chapter discussed the researcher’s philosophical stance which guided the
research design, research method and methodology. The research question

shaped the philosophical stance of the researcher, i.e. an interpretive approach
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to understand how to overcome multigenerational issues in family businesses in

Iran. This approach had an impact on the research method.

A qualitative research approach was adopted to explore the research issue from
the respondents' views, and in order to gather rich and detailed data, semi-
structured interview was selected as the data collection method. Purposive
sampling techniques were used to gain access to the samples; this approach
was helpful in finding participants with the relevant knowledge about the
subjects, which increased the quality of the data and made the data rich and
reliable. In total nineteen semi-structured interviews were conducted: three with
family business founders, fifteen with family members from the second and third
generations and two with non-family members involved in the business. The
chosen participants were involved at strategic and operational levels in the
family businesses and were therefore able to give key insights into the issues.

The process of data collection started in June 2012 and finished in April 2014.

The analysis process included transcribing recorded interviews, multiple reading
and interpretation of the transcriptions and coding the words or statements and
developing categories or themes from the coding, finding sub-topics, including
contradictory points of view and new insights, selecting findings that were
significantly surprising and interesting, to make arguments and interpret them

continuously to draw the continuity model from the emerging themes.
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Chapter 4: Data Analysis Procedure and Conceptual Model

4.1 Introduction

This chapter explains the data analysis procedure, including qualitative data
reduction, and how analysis of the data led to the emergence of three main
themes. It also discusses the sample demographic, the participants’ main
concerns and finally highlights the contribution to knowledge and practice of this

thesis, which will also be explained in the conclusions chapter.

According to Thomas (2006), the inductive approach is a systematic procedure
for analysis of qualitative data that is guided by specific evaluation objectives. It
refers to detailed readings of the raw data, and this drives the identification of
concepts, themes, or models through interpretations made from the data by the
researcher (Thomas, 2006). The researcher begins with an area of study and
allows the theory to emerge from the data, thus building an understanding of
data analysis and theory in a manner that is consistent with Strauss and
Corbin’s (1998) grounded theory methodology. This approach was adopted in
this thesis as a means of dealing with the large quantity of qualitative data
amassed. The researcher’s rereading of the raw data helped him to break it
down into categories and themes based on interpretation of the data. This
resulted in grounding the model of continuity which will be discussed at the end

of this chapter.

The researcher followed a systematic procedure aimed at reducing the mass of
raw data, through coding and categorising, in such a way that clear links
between the research objectives and the findings could be derived, whilst
ensuring that these links were both transparent and defensible. Figure 4.1
below illustrates the data analysis procedure and themes and sub-categories

which emerged from the data.
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Figure 4.1: Data Analysis Procedure; Following Thomas (2006)
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The following section explains the step-by-step procedure that the researcher

followed to reach the above themes and conclusions.

4.2 Data Analysis Procedure

Audio file interviews with family members were transcribed into Microsoft Word
files and data analysis began simultaneously until data saturation — or according
to Glaser and Strauss (1967, p. 61) 'theoretical saturation' — happened, i.e.
'where no additional data [were] found whereby the [researcher] could develop
properties of the category'. In other words, the researcher was faced with
repetition in the answers to the interview questions and not much new data was

presented by the participants.

Lincoln and Guba (2000) state that the process of coding can be finalised when
the categories are saturated, incidents can be readily classified, and sufficient
repetition occurs in the data. Thus, in the current research, new data did not
add anything to the created categories or to the development of the model.
Therefore data collection ceased, with the last interview conducted in April
2014. Silverman (2000) describes transcription as a form of data analysis and in
this research the audio files were transcribed word for word and typed into
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Microsoft word files. The process of transcription was time-consuming, but it
enabled the researcher to get very close to and familiar with the content of the
data. Each transcription was read through several times. Through reading the
raw data the researcher had two options for managing and analysing the data,

either manually or electronically (i.e. using specialist software).

The first trial was manual, i.e. | read through the first transcription a few times to
understand what the sentence, phrase or even paragraph was about and then
wrote each of them on a ‘post it’, gave each of them a code based on my
interpretation of the quote, and then stuck them to flipcharts, moved the ‘post
its’ around the flipchart as necessary and put the 'post its' with similar content
together. As qualitative data is bulky by nature it was very hard to find enough
space to hang the flipcharts on the wall and look at them every day, and the
process became unmanageable. Therefore the use of Nvivo software was
designed to manage the data. The next two parts will provide a brief

introduction to the software.

4.2.1 Introduction to NVIVO

NVivo is a computer program designed for qualitative data analysis that allows
the user to import and code textual data; edit the text; retrieve, review and
recode coded data; search for combinations of words in the text or patterns in
the coding; and import from or export data to other quantitative analysis
software. NVivo was developed to support social science research and
contained tools for innovative ‘Non-Numerical Unstructured Data Indexing
Searching and Theorising’ (Bandra, 2006). The product has been further
developed over the years by QSR Company. The latest version of the product,

Nvivo 10, was used in analysis of the data in this research.

All data inputted into Nvivo is arranged around Documents and Nodes - the
two main working frameworks within the tool. Documents are data that the user
analyses in the study and all documents are in rich text format. In this study the
interviews were entered as documents. Meanwhile, nodes are physical
locations where the researcher stores ideas and categories for coding. Coding

(putting things into codes) is a process; a way to label certain aspects of the
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data and to sort information into distinct categories. A node holds all the
information that has been coded under a certain category (Bryman, 2012;
Bandra, 2006). The researcher coded more than 500 nodes while reading and

engaging with the data.

4.2.2 Strengths and weaknesses of NVIVO

The Nvivo software has various strengths, one of the most important of which is
its capacity to collate different data sources quickly and effectively. This feature
saved the researcher a lot of time in analysing the data. The other useful
feature of the software is that it enables researchers to spend more time on the

interpretive, creative dimensions of their work (Bandra, 2006).

Furthermore, the researcher found NVivo to be an easy-to-learn tool and was
able to start using it very quickly. Nvivo software works like the ‘old loose-leaf
binder’ that many qualitative researchers of the past are familiar with (Walsh,
2003, p. 253).

NVivo helped the researcher to organise and analyse non-numerical
unstructured data. The software allows the researcher to classify, sort and
arrange information; examine relationships in the data; and combine analysis

with linking, shaping, searching and modelling (Bryman, 2012).

Therefore, all the transcriptions were imported to NVivo software simultaneously
while data collection was still in process. Different folders were created for each
of the three generations of the family businesses, titled ‘First Generation’,
‘Second Generation’ and ‘Third Generation’, and transcriptions were transferred

to the relevant folder in NVivo Software (see Figure 4.2 below).
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Figure 4.2: Examples of First, Second and Third Generations in NVivo
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Miles and Huberman (1994, pp. 10-11) describe three broad tasks for
qualitative data analysis: data reduction, data display, and drawing conclusions

or verification.

Data reduction refers to the process of selecting, focusing, simplifying,
abstracting and transforming the data that appear in transcriptions. It is also a
form of analysis that organises data in such a way that 'final' conclusions can be
established. However, Thomas (2006) explains coding and data reduction as a
process in which the first step is initial close reading of the text, identifying
specific text segments related to objectives, labelling the segments of the text to
create categories, reducing overlap among the categories and creating a model
incorporating the most important categories. This coding process (Thomas,
2006) was adopted later in this research; however, at the first stage, the
researcher coded every single part of the text whether relevant or irrelevant to

the objectives of the research.

As Thomas (2006) argues, the general inductive approach is very similar to

other qualitative data analysis approaches such as grounded theory, however
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the outcome of analysis in the grounded theory approach is a theory that
includes themes or categories, while in general inductive approach the outcome
of the analysis is themes or categories most relevant to the research objectives,
and therefore the presentation of findings is a description of the most important

themes.

In this research, the researcher read each transcription several times and
labelled and coded every sentence, phrase or paragraph based on his
interpretation of the raw data. Codes are links between locations in the data and
sets of concepts or ideas, and they are in that sense heuristic devices, which

enable the researcher to go beyond the data (Coffey and Atkinson, 1996).

This differentiation was helpful for the last stages of data analysis, i.e.
comparing and contrasting the views in cross-case analysis within and across
the groups. This enabled me to distinguish the quotes from different generations
quickly and to find the original text easily if needed. Each sentence, phrase or
paragraph was considered as a free node. Free nodes were coded mainly from
the words mentioned by the participants. Eventually a list of 548 free nodes was

established (See Figure 4.3 below).
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Figure 4.3: Examples of Free Nodes in NVivo
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At the second stage of the coding process in inductive analysis (Thomas, 2006),
the researcher tried to find similarities between the nodes. Miles and Huberman
(1994) argue that pattern coding is a way of grouping codes into a smaller
number of sets, themes or constructs. Pattern coding, from the researcher’s
point of view, means finding codes with the same meaning and merging them
together. In other words, some of the free nodes had something in common in
terms of meaning and were therefore merged together, in order, as Miles and
Huberman (1994) describe, to reduce large amounts of data into a smaller

number of analytical units.

The researcher opened every single free node before coding and merging them
to make sure that they had something in common and then labelled them and

created 31 sub categories as tree nodes, i.e. each tree node, along with a few
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child nodes, was related to a category. Thus Thomas 2006 argues that the label
of each category carries inherent meanings that may reflect the specific
features of the category (see Figure 4.4 below). Each tree node was considered
as a category, whilst some of the free nodes were not linked to or fitted into any

category.

Figure 4.4: Examples of Tree Nodes in NVivo
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At the third stage, there was some overlap among categories (Thomas, 2006).
At this stage some of the categories which had a link or relation with other
categories were merged together in a hierarchical category system and labelled
with a larger heading. These links may point to super-ordinate, parallel and
subordinate categories (Thomas, 2006), for example advantages of involvement
under the main category of 'Family business involvement' (see Figure 4.5
below). At this stage the number of categories decreased to 9, in line with the
theoretical expectation (Thomas, 2006; Miles and Huberman, 1994) of a

reduction in the number of categories.
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As Thomas (2006) claims, for the findings to be useable the researcher must

take decisions about what is important and less important in the data.

Therefore, at the fourth stage, the most important categories were selected for

merging together to convey the core theme because some of the text was not

relevant to the objectives of the research; thus, three main themes and nine

categories emerged as the most important for creating the model (see Figure

4.5 below). At this stage, as the amount of data was still too large, some of the

categories were not assigned to the main themes and were instead put aside to

be used in suggested further research.

Figure 4.5: Examples of EmergingThemes in NVivo
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As a result of these analyses three main themes -Sustaining Governance,

Sustaining Family Trust, and Family Integration - emerged from the data.
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The vast amount of qualitative data posed methodological challenges for the
researcher in terms of management, and selection of the most appropriate data
for analysis. The researcher overcame this challenge by focusing constantly on
the objectives of the research and selecting the information most closely related

to those objectives (Thomas, 2006).

4.3 Context of the Research

This research was conducted in the context of succession of Iranian family
businesses through the generations; however, the main focus of the research is
transition of family businesses to the second generation, in order to address a
research gap that exists in relation to family businesses in Iran. In accordance
with Gallo (1998), of every 100 family-owned companies, 30 pass through to
the second generation and only 5 to the third. Therefore, family controlled
organisations need to prepare themselves for survival and development in the
face of challenges related to such transition. Consequently, this thesis explored
the perspectives of family members in the context of family business

succession through different generations.

This section gives information about the family businesses, the individual
research participants, and the context of the study. The first section will
describe characteristics of the family businesses and interviewees, such as the
company sectors, number of employees, turnover, and the interviewees'
position in the company, working experience, and the types of relationship they

have with the family business.

The second section will offer description of the family members, including their
business experience and background, and also the role that they play in relation

to the family businesses.

Family members were asked to illustrate their role, the history of their
involvement, and some of their working experiences within the family business.
Therefore, the questioning attempted to develop a picture of the story behind
the family business succession in different generations, for example: ‘How did

the business turn into a family business?’, ‘How do their involvements affect the
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business or family?’” ‘How do family businesses plan transition to the next
generation?’ ‘How do their involvements affect the business or family?’ ‘How
have they managed generational issues in the business? Do they have any
involvement plan?’ The data analysis process included coding, finding patterns,
developing categories and themes from the coding, finding sub-topics including
contradictory points of view and new insights, selecting some of the findings
that were surprising and interesting to make arguments and interpreting them

continuously to identify final themes.

The third section discusses the investigation of the data, for example family
members' concerns in the process of succession, and a discussion on the
process of data reduction and how the three main themes, which will be

discussed in the following chapters, emerged from the data.
4.3.1 Descriptive characteristics of the family businesses

This section aims to explain the context of fhe companies and participants in
family businesses. The following table (4.1) shows the family businesses'
explanatory characteristics which were identified during the data analysis
process. The details about the companies and the interviewees will now be

explained.
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Table 4.1: Descriptive Characteristics of the Selected Family Businesses
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A Manufacturing(N) | 250 N/A CEO- 35years | N/A Family member
MD 14 years MBA Active family member
Non(work | - IT Engineer | Non-Active Family-
. Member in the business
outside)
Manufacturing(S) | 150 70M CEO-MD 35 years | Bachelor Founder Of Business
MD 15 years Engineering Second Generation son
MD 12 Years MBA Second Generations Son
MD 8 Yoars S — Second Generation son
Non-family member
Manager 11 Years | Business .
Non-Family member
Manager 8 Years Accountant
Manufacturing 50 40M CEO 27 years | Engineering | Second generation
(KH) MD 5 years Business Third Generation Son
Manager | 2 years management | 1hird Generation Son
N/A
Manufacturing(Gh | 50 N/A Manager 8Years Second Generation son
)
Manufacturing (M) | 40 N/A MD 20 years Second generation son
Manufacturing 50 N/A 10 years Second generation son
(Shah)
Manufacturing 50 N/A CEO 15 Founder and CEO
(Sha) Manager 8 second generation
Manager 5 sister
second generation
Brother
Manufacturing (H) | 30 N/A Founder 15 Founder and CEO
Company A

The Company was founded in 1951 in Shiraz, specialising in supplying and
exporting the fruits, especially to Arab countries in the south of the Persian Gulf,
such as Qatar and UAE. The founder of the business (grandfather) gave a 35%

business share to his grandson and another 30% to his second son. This was
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how the family business started. The company is now operating in different
industries in manufacturing and exporting meat, dates, dairy products, nuts and
fruit, with more than 150 employees and turnover of more than 150M USD per
year. The CEO of the companies (Second generation) and two other family
members from the company were interviewed. The CEO is in his 70s, with more

than 35 years’ experience.

The other family member that was interviewed has been working for about 14
years in the family business and joined the business after finishing his MBA in
the UK as a third generation son. The last family member interviewed was

another third generation son but he was not involved in the family business.
Company B

The founder started the business in the 1970s but registered a family business
company in 1994 by allocating equal stocks of the company to family members
so it was turned into a family business before the founder's sons joined the
business. The founder started the lubricant factory as the first manufacturing
and first family business company in 1994. The business is diversified into
industries such as lubricants, agrochemicals, tea and construction. The
companies are specialised in manufacturing different products and employ
about 150 people. The company's turnover is about 70M USD. Although the
companies are specialised and diversified into different businesses, the

shareholders and the ratio of shares follow a similar model in every company.

The founder was the first person interviewed in the business and has more than
35 years’ experience in the business. The elder son, who is the managing
director of two other companies, was the second family member to be
interviewed. He joined the business after finishing his studies as an engineer.

He now has more than 15 years’ experience in the family business.

The other son joined the business 3 years after the first son, after finishing his
studies as a business manager and completing his MBA. He now has more
than 12 years’ experience. The last son joined the business 8 years ago but did
not want to stay in the family business under the current structure so he left the

business.
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The researcher also interviewed two other non-family managers involved in the
business as experienced non family members. One had 11 years and the other

had 8 years’ experience in the business.
Company C

The business was started in the 1970s by the founder as an entrepreneur
specialising in supplying and exporting fresh dates from Iran. The father ran the
business and he was well-known and had a good reputation in his industry. His
only son, as the business inheritor, did not want to join the business, although
his father asked him to do so when he became ill, in order to keep the family

business going.

The son finished his masters as a top engineer but he always aimed to pursue
his studies further and not to join the family business. The son joined different
engineering giant companies and followed his own dreams until his father
(Founder) became seriously ill. Then the son had to abandon his dreams and
join the business in order to help his father and support the business and family.
This was how the family business started. The founder died and the son
continued the business and diversified it into different industries close to the
original business nature for about 30 years. The company is now operating with

more than 50 personnel.

His elder son was interviewed as a third generation family member, having
joined the business five years ago, after graduating from university as a
business manager. His father recently made him the MD of the company and
guides him and controls his activities as the chairman of the board and head of

the family.

The other son joined the business two years ago and was interviewed as the
youngest family member in the third generation. He joined the business after
finishing his studies as a civil engineer but his father asked him to run the
construction business as his older son was running the manufacturing business.
Their father was always afraid their conflicts would have a negative impact on

the business and family.
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Company D

The Company was founded in the 1980s by the head of the family. The
company specialises in manufacturing and selling chocolate. The founder is the
father of the family and runs the business. The researcher did not have a
chance to interview the founder as he was out of the country for an exhibition on
the date of the interview and it was not possible to rearrange the interview for a

later date.

The first family member joined the business in 2006 as a second generation
female family member. She joined the family business to support her father as
the business was growing and needed more employees. This family member

was not interviewed as she was not available.

The second family member joined the business in 2008 as a second generation
family member son after graduating from university in industrial engineering.
The family business was growing and he needed to start his career. Therefore
he decided to join the family business and support his father who he respected
a lot. The son was interviewed as a second generation family member involved
in the business. The son was running the purchase department at the time of

interview.
Company E

Company E is a big manufacturing company specialising in cutting and painting
tin plate and forming it into various types of containers for tea, engine oil, food,
aerosol sprays and many different industries. The company was founded in the
1960s by the father of the family and turned into a family business after the

sons joined the business in 1971.

The second son was interviewed as a second generation family member. He
joined the business after finishing his studies in the USA. He has more than 30

years' experience in the business as a family member.

112



Company F

The company was founded in the 1980s after two brothers broke up the initial
business. One of the brothers, as the founder of company F, started another
business for himself as one of the pioneers in the packing and carton industry in
Iran. The company developed quickly and became one of the biggest
manufacturers of paper and cartons in the Middle East. As the business was
growing and the first son was old enough to start his career he joined the
business and this was how the business turned into a family business. The
company grew and diversified into five companies. | was not able to interview
the founder as he died of a heart attack a few years ago. The older son was not
available for interview and so the researcher just interviewed the second son

who was involved in the business.

The interviewed son had been studying in Switzerland as a mechanical
engineer but came back to Iran when his father suffered a serious heart attack.
He joined the family business in 2000 at the age of 18 to support the family and
business. He started work in the factory and has held different positions in the

company so far. He is an experienced second generation family member.

Company G

This company is a family-owned business operating in the aluminium industry.
The company specialises in manufacturing aluminium profiles for making doors
and windows. The business started 30 years ago in the aluminium service
sector, coating aluminium profiles. The founder owned a 66% share and his
father had 34% of the shares in the company as his partner. When the father

passed away, his shares were inherited by his other children.

Furthermore, the founder sold the other family members some of his shares in
instalments to encourage them to join the business as the business was
growing. Hence, now the Founder, his sister and three other brothers are

involved in the business in different departments.
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The founder was the most experienced family member interviewed, as the head
of the family and head of the business. The founder's sister, as a second
generation female family member, was also interviewed. She inherited some

shares and subsequently joined to support the family business.

The younger brother in the family was also interviewed as a second generation
family owner. He joined the business as the business needed employees and

he needed to start his career.
Company H

Company H specialises in manufacturing chocolate and operates in the food
industry. The company had been running for about 10 years and employed
about 50 people. The founder of the business shared the company with his
brother by selling him the majority of the company's shares; his brother then
became the major shareholder of the company although he is not working within
the business. The founder therefore runs the business as the sole owner-

manager and was interviewed as an experienced person in his field.

4.3.2 Descriptive characteristics of the family members and non-family

members

As the main focus of the research is the success of family businesses through
generations, the participants were mainly selected from the second and third
generations of the family businesses. However, it was important to explore the
founder's generation’s views and their considerable influence on the new
generation and therefore on the continuity of the family business. According to
Carlock and Ward (2001), the founder has the most important impact on the

continuity of a family business.

It does not always happen that all family members are involved in the family
business. On the other hand, as they impact on the ownership and therefore the
continuity of the business, the views of non-involved family members should be
considered. Carlock and Ward (2001) and Ward (2004) argue that family
businesses need family members' involvement in order to achieve successful

transition. Therefore, based on the aims of this research, some non-active
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family members were interviewed in order to understand why these family
members had not been involved in the business and the impact of their non-

involvement on the continuity of the family business.

Small to medium sized family enterprises employ key non-family managers in
the business. The researcher interviewed non-family managers in order to
investigate their ideas and experiences of working with family members in the
business. The researcher aimed to gain different views on the conflicts and
continuity of family business from outsiders who were close to and engaged in

the business.

In conclusion, in order to acquire the rich data required for conducting this
research, the researcher interviewed different key people in each family
business. Therefore, the interviews were conducted with first generation,
second generation and third generation family members involved in the
business, non-active family members and non-family members active in the
business. The following section explains the participants' roles, experience and

backgrounds in their family businesses.

4.3.2.1 First Generation

First generation senior family members are usually entrepreneurial people who
found the business, support it and develop it over the time. These people are
usually the head of the family and head of the business and have the most
important effect on the family business’s continuity (Carlock and Ward, 2001).
The researcher interviewed two founders of the business as the most powerful
and experienced people in their family and their firms. Everyone in the family
and in the business is in touch with him/her as the head of the family and
business. His/her plan and actions are very important to the succession of the

family business.
i) Founder and CEO of Company B;

The founder of company B is a 69-year-old man who is the head of family and

the head of business. He started the business singlehandedly in 1973 in the
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south east of Iran and expanded his business step by step by operating in

different fields. He has always been a very hard working person.

He started with the business of selling home appliances. Then he acquired a
dealership for selling lubricants from major domestic lubricant manufacturers
such as Behran Oil Co. (Esso), Pars Oil Company (Shell) and Iran’s national oil
manufacturer. At the same time he was working as an official dealer in
automobile brands, for instance, Datsun, Nissan, Pars Khodro and Mazda and
dealing in automobile parts as well as cooling and warming systems and other

products that were needed at the time.

In 1994 he opened his own lubricant manufacturing company specialising in
producing and packing different kinds of engine oil, diesel oil and industrial oil.
The company was the first private lubricant company to be set up after the
Iranian revolution. The company grew gradually and expanded its market
outside the region. In 2003, after the massive earthquake in the country's south
east, he had to move his business to Tehran as there was nothing much left
after the earthquake. In Tehran he opened two other manufacturing plants and

continued his business from there.

He opened another company specialising in double glazed door and windows
using special technology of electronic blinds in the middle of the glasses

imported from SPAIN. He assigned his older son to run this company.

After a while he started another factory specialising in packing tea. The aim was
to import tea in bulk and package it locally. That factory is also operating under

his older son’s management.

He expanded and diversified his business into the agrochemical business by
purchasing one of the oldest manufacturers in the Middle East. He assigned his

other son to run this company.
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ii) Founder and CEO 2;

The founder started the business in the 1980s. He started in the aluminium
service sector, coating aluminium profiles. Then the founder sold 34% of the
shares in the company to his father, making his father his shareholder. When

his father passed away his shares were divided between the children.

The founder wanted to keep the family business and expand it. Therefore he
sold some of his shares to other family members in order to motivate them to
join the expanding business. The idea was successful and most of the family
members joined the business. The founder, his sister and three other brothers

are all involved in the business in different departments.

The founder prefers not to diversify into different businesses as they are
specialists in the current one. Furthermore, they know the market and are well

known in their field.

The founder is the most powerful person in decision making for the business
and for the family. However, at the time of the interview he stated that he now
leaves some of the decisions to other family members and they make these
decisions based on everyone's participation as they have found this a better

way of continuing the business.

iii) Founder and CEO 3:

The founder was working as a sales manager, specialising in selling chocolate
in the market. After 15 years of experience as a sales manager, the founder
established his own chocolate manufacturing company in 2006. He then sold
half of the company’s shares to his elder brother. However his brother is not
working within the company and merely receives the company’s operation

reports.

The founder has two sons that are studying at high school and have not yet
joined the business. Although the founder is not sure about the economic

situation in the future, he is encouraging his sons to join his business.
117



4.3.2.2 Second Generation

Second generation family members (usually distant family members) usually
join the business when the founder is middle aged. These people are
successors of the family business, the people who will run the business after
the founder (First generation) if the family business transition process proves
successful. These people were interviewed as being actively involved in the
business and potentially taking over the business in the future. Their
collaboration with the founder could make the business successful into the next

generation or generations (Ward, 2004).

The researcher selected and interviewed both involved and non-involved
second generation family members but he focused on interviewing the involved
members. These are the second most important participants after the founder
generation for this research. A short introduction of each of the second

generation family member interviewees is given below.
i) CEO, Second Generation Family member, Company A:

At the time of interview he was the CEO and an older second generation family
member of a giant family business. The business has potential to survive into
the third generation. His father started the food and fruit business in 1948 in the
south east of Iran and was exporting products to the Persian Gulf countries. He
joined the business in 1971, a few years after his elder brother joined the
business, as the business was growing. The father gave 35% of business share
to his older brother and 30% to him so this was how the ownership of the
business was divided. After the death of the founder, his shares were inherited

by his children.

They were successful in expanding their business into different branches, and
different industries, including dairy, fresh fruit, fresh dates, supermarkets, and
dried fruit.

ii) MD, Involved second generation family member, Company B 1:

He is the first son of the family and joined the business when he was 18 years

old, with the aim of helping his father. He learnt the business from his father.
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The business turned into family business when he joined and he has been an
active participant in his father's company. He joined the business after finishing
his studies as a mechanical engineer at the age of 23. Currently, he is running
two separate manufacturing companies in the food and in the construction

industry.
iii) MD, Involved second generation family member, Company B 2:

This person was interviewed as a second generation family member who has
been actively involved in the family business for more than 10 years. He is the
other son of the family and actively joined the business as the business
manager at the age of 24, after finishing his studies. He joined the business at
his father’s request as the business was growing. He started in the business as
an inventory data enterer. Then he became the sales specialist and after a few
years, at the age of 28, he was assigned to the post of sales manager by his
father. He continued his studies as well as working with the family business.
Currently he is running another subsidiary company as the business has

diversified into different businesses.
iv) CEQO, Second Generation Family member, Company C

The researcher interviewed the CEO of company C as a second generation
family member who had been involved in the business for many years. He was
the only son of the family but he did not want to join the family business as he
was doing very well in his studies at university. He finished his studies as a

mechanical engineer and joined some famous companies that needed his skills.

He had to leave his dream job to continue the father’'s business as his father
was ill. Therefore, he joined the father’s business and worked with his father on

selling and exporting fresh dates.

He became the head of the family and the business after the death of his father.
He managed to diversify the business into different industries including
manufacturing fresh date cartons, selling fresh dates to domestic and

international markets, and operating in the construction business.
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He appointed his older son managing director of the fresh date packaging
manufacturing company and assigned his other son to the businesses of selling

paper and construction.

This interviewee was an experienced person who could potentially manage the
family business into the third generation; therefore, his thoughts and continuity

plans were important for this research.
v) MD, Involved second generation family member, Company D

This family member was interviewed as a second generation family member.
The business was founded by his father and he joined the business after his
sister as the business was growing and needed him. Furthermore, he was

enthusiastic to work with his father as he was highly respected in the family.

He graduated in industrial engineering and joined the business after finishing
his studies in 2007. He says that his relevant studies and his experience
working with his father helped him in the business. He is very active in the
business and runs the purchase department of the family business. They are

very well known chocolate manufacturers.
vi) MD, Involved second generation family member, Company E

This second generation family member joined the business after finishing his
studies in the USA. He joined the business as the business was growing and he
also respected his father and wanted to support him. As with most of the family
businesses, his father was the one who started the business. After he and his

brother joined, the business turned into a family business in 1971.

Currently he and one of his brothers are working in two sister companies,
operating in the same industry of cutting in plate and forming it into various
types of containers for tea, engine oil, food, aerosol sprays and for many
different industries. Interviewing him was important as he is an experienced

second generation family member.
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vii) MD, Involved second generation family member, Company F

This family member was born in 1983 and joined the father’s business in 2001
after finishing his mechanical engineering studies in Switzerland. He joined the
business as his father had a heart attack and he wanted to support his father’s
business. His father was the founder of the business as one of the pioneers in
the packing and carton industry in Iran. His father and his elder brother were

running 5 companies at the time.

At the age of 18 he requested to join the family business. As a young boy at the
age of 18 he was full of enthusiasm and energy to start a job. When he started
the job he assumed that his father would give him a high ranking position in the
family business but it was not like that. He started as a worker in the factory as
his father asked and after 18 months he was promoted by his father. After 18
months of slow promotion, he reached the head of workers position in his
father's factory. After a while his father appointed him plant manager. He was
gradually promoted after that. Currently, he and his brother are running the

family business companies.
viij) Manager, Involved second generation family member, Company G 1:

This person was interviewed as a second generation family member who was
experienced in their business. In the family business her older brother was the
major shareholder, owning 66%, and her father owned the other 34%. She
joined the business after the death of her father. Her father left her and her

other brothers the shares in the company.

The older brother, as the main shareholder, sold her and his other brothers
some of his shares in instalments in order to motivate them to join the business.
Currently, the founder and older brother is CEO and she and her other brothers

are working in different departments of the same company.
iv) Manager, Involved second generation family member, Company G 2

This male family member was interviewed as a second generation family

member who was actively involved in the business. His father left him some

;
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shares in the family business and also his brother sold him and other family
members some of his shares in instalments to encourage them to join the family
business. He joined the business after finishing his studies and is currently

running the finance department.

4.3.2.3 Third generation

This research, in order to seek a successful continuity plan for family
businesses, interviewed third generation family members whose businesses
had already passed successfully from the first to the second generation and
then on to the third generation. Their plans, experience and ideas for the future
of their family business were therefore important to this research. The aim was
to compare their experiences and plans they had made for the family business’s
continuity and also compare them with those of second or first generation
businesses. One of them had been working for more than 10 years in the family
business as a senior manager and then left the business and opened his own
business. The other had not yet joined the business but his plan was to do so in

the future, after gaining more experience.
i) MD, Involved third generation family member, Company A

This interviewee was a male third generation family member. He joined the
business after finishing his studies in the UK in 1955.The business was founded
by his grandfather and then transferred to his father and uncle. It has not been
transferred to the third generation. This family member joined the business
because it was growing fast and therefore needed family members to join. The

business now is diversified into different businesses.

He was running the purchase department in one of the family's businesses
where his English skills were needed most. Now he is running a company

specialising in supplying raw materials for the family business.
i) MD, Involved third generation family member, Company C 1

He is a 29-year-old third generation member of the family business. The
business was started by his grandfather and passed to his father. He joined the

business after finishing his studies as a business manager. He gained
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experience in the family business by working with his father as the oldest son

and was actively operating within the business.

His father appointed him as Managing Director and remained as CEO.

Therefore he is the person who is currently running the business.
iii) MD, Involved third generation family member, Company C 2

He is a 26-year-old third generation family member and is the other son of the
family. He joined the business after finishing his studies in civil engineering. His
father assigned him to work in their construction business, which was a
diversification from the original family business. He started work in the business
as it interested him and he was looking to start his career. He has been working

under his father’s supervision.

4.3.2.4 Non-active family member

There are some family members who are not active in the business even
though they have the opportunity and right to join the business. Their
impressions and willingness to join or their hesitation over joining were
concerns of the researcher in this research. Consequently three non-active

family members were interviewed from different family businesses.
i) Non-involved second generation family owner Company B;

He is a 33-year-old second generation family member who has not actively
joined the family business. He finished his studies in the UK in finance and
looked for a Job in the UAE. His views were of interest to the researcher
because he has not been interested in working with the family business in Iran

although his father and other family members have already asked him to join.
i) Non-involved third generation family member, Company A:

He is a non-involved-third generation family member who has not joined the
family business and was working in another company at the time of this
interview. The family have a big family business operating in different fields.

Although he respects his family business and the other family members he
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prefers not to join the family business. Therefore this person was interviewed to

explore the reasons for his hesitation.
iii) Non-involved third generation family member, Company C:

This person is a 24-year-old third generation family member. He was studying
at the time of the interview but at that time he was not intending to join the
family business. His family’s business is big enough for him to join but he

prefers to focus on his academic career.

4.3.2.5 Active non-family member

In these family businesses there are senior managers who have no ownership
relationship with the business but play key roles in the business. They are
experienced in working with family members and therefore can observe and
explain the success and weaknesses of the family businesses from the
perspective of an outsider. On the basis that they could offer views on the
operations of the business that were independent from the family view, two of

these experienced people were selected to participate in this research.
i) Finance Manager 1;

This female non-owner manager was an experienced person who had worked
for the business in its finance department more than 10 years. She started
working with the founder as the head of the business shortly after his older son
joined the business. The company was growing and the founder’s other son
joined the business. She had experience of working in the family business with

second generation sons for many years.
i) Finance manager 2:

The researcher interviewed another female manager working with the family
business. She joined the family business in 2007 and had been working in the
finance department since then. She had experience of working with the sons of
the founder after they joined the business. As the business was growing the
various departments grew as well and she was able to witness the family

members working together.
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4.4 Conceptual Model under Investigation of Data

This section aims to review the findings in order to show the process of data
reduction and how the three main themes emerged. This research, as social
science research, needs to focus its analysis on which explanations of human
action are generated inductively during data collection and analysis in order to
develop an understanding of the interpretations deployed by the actors who are
being studied (see Denzin and Lincoln, 2000; Giddens, 1979; Shotter, 1975).
Based on the data analysis procedure in Chapter 3, Thomas (2006) states that
the inductive approach is a systematic procedure for analysing qualitative data
in which the analysis is guided by specific evaluation objectives. It refers to
detailed readings of the raw data, and this drives the identification of concepts,
themes, or a model through interpretations made from the data by the

researcher.

This research followed a systematic procedure adopted from Thomas' (2006)
approach and the aim was to reduce the mass of raw data, through coding and
categorising it, such that clear links between the research objectives and the
findings could be derived, whilst ensuring that these links were both transparent
and defendable. The first part of the analysis process was reading the interview
transcripts from participants and making sense of them and coding them. The
second part was finding the patterns, i.e. similarites and differences in
participants' concerns; the third part created categories, and the fourth part let
each theme emerge from the data. This systematic procedure will now be
explained with data from the present examination. Table 4.2 shows some of the
concerns related to the family businesses and non-family business overview

which contributed to the first theme of this thesis, i.e. Sustaining Governance.

Table 4.2: Issues of Sustaining Governance

Sustaining Governance

First Generation e Every family has disagreements but should manage
them

e Tried stepping down but unsuccessful

¢ No education plan

e Unwritten involvement and employment plan

e Sole decision making
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Second Generation

One working harder than other Family Members
Some Family Members not working but expect money
Resolve the issues

Unbalanced Family values and business values
No plan for transfer of the business

Attract family members and employment
Investment ideas and opportunities

No decision making policy

Opportunism

No answers to change or no plan

No investment opportunity

No autonomy

Third Generation

Pay dividend to family members

Family members’ priority on investment opportunities
Welcome non-family managers to work

More transparency

Everything is clear in the business

Family meetings and gatherings

Organise business meetings and listen to family
members

Dividend payment plan

Clear involvement and employment policy
Family members are welcome

Non-Family
Members

No involvement policy

No decision making policy

Unclear sustainment plan

High tension in decision making

Founder resolves the issues by giving them money
Crisis if founder steps down

Problem of attracting family members to join the
business

Problem of keeping them in the business

The participants mentioned that they did not have any clear policy or plan to

guide them in the business and they emphasised that the unclear situation and

unmanaged expectations created conflicts among family members. Therefore a

category was created for the making of clear policies and plans as key elements

for the justification of resolving issues among family businesses. These policies

and plans act as the infrastructure for resolving issues and are very important to

the success of family business continuity between generations. Within this

category, subcategories named 'policy' and 'plan’ were created. Then, within

policy, the following subcategories were created: 'decision making policy’,
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retirement policy’, 'dividend policy', ' family support policy', 'employment policy'.
Based on the participants’ points of view, policy should cover a reliable plan for
family and business. Therefore, within planning, the following subcategories
were created: family members' involvement', 'early member education’, 'stock
gifting', 'financial independence and security',' family education plan' and
'structure and ownership plan'. Figure 4.6 below shows the development of the

data reduction process from subcategories to the emergence of Theme 1.

Figure 4.6: The Process of Data Reduction and Emerging Theme 1

Categories

Sub-categories

Family members’ involvement

early member’s education

stock gifting

Financial independence and security
Structure and Ownership plan

e e o o o

Planning

Decision making Policy ::> Policy Sustaining
Shared investment policy ; ‘———j‘—‘> Governance
Family support Leadership

Dividend Policy
employment policy

e Leadership Style

Different generations of family members and non-family managers that
participated in the interviews expressed that there is no clear and written policy
or plan for the family business. Clearly they insist that lack of such a policy or
plan for the family business increases the level of tension and creates more
issues. The concerns were mostly related to the issues raised from sole
decision making, unclear future for the business and business for all members,
unclear financial security for the family, undefined answer to the investment

opportunities and leadership.
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Participants in family businesses shared their perspectives, concerns and
interests on different issues. Table 4.3 below shows some of the main family
members’ perspectives that contributed to the second theme of this thesis, i.e.
Family Trust. There were some concerns for family members in terms of trust
and family issues. Table 4.3 shows the overall picture regarding some of these

concerns.

Table 4.3: Issues of Family Trust

Issue of Sustaining Trust

First e Communicate and trust better between family

Generation members compared to non-family members

¢ Family members are more committed to the work

e Family members are committed to the family as well

e Hard to find right person or trustful manager

o People are not committed enough to the business

e Founder prefer family managers rather than non-
family managers

¢ Family members are trusted more than non-family
members.

¢ Founder tries to minimise issues among family
members via meetings, giving opportunities,
guidance or appeasement

¢ Not being respecitful to elderly family members
causes conflicts.

Second o Family members are so committed to the family and

‘Generation work

o Family members not working just for money

e Family business honour and success is so important
to family members

e There are challenges between family members but
they are committed to resolving them

¢ Joining the family business is the priority of family
members at the beginning of their careers

e Trustis so important among family members

Third o Family gatherings are one of the best ways of
Generation reducing conflicts among family members
e Family businesses should trust non-family managers
on merit

¢ Family members resolve issues through meetings
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o Elderly family members in the family business judge
and make decisions on family members’ conflicts and
the rest respect and accept them

¢ High level of Transparency exists among successful
family businesses, which helps to resolve and
prevent issues.

e There is a high level of forgiveness among
successful family members.

e There is a high level of respect, especially for elderly
members, among successful family businesses

¢ Professional business board meetings are held by
successful family businesses, with the presence of
non-family managers and family members, in the
strategic decision making process.

As the above table shows, some similar concerns emerged in terms of trust. For
example, family businesses are keen on family members’ involvement because
they trust more in family members and there is a kind of feeling that family
members are more committed to the family and business. So a category called
‘commitment’ was created. This category has three sub-categories:
‘commitment to the family and business’, 'family core values' and ' family

business philosophy'.

Family members from all three generations mentioned the ways that family
business generational issues could be better managed, with 'business
meetings', 'family meetings’, ‘unity of command', 'keep everything inside’,
identified as approaches to resolving issues. Therefore, a category labelled

'process of resolving issues' was created.

The data presented above all reflect concerns related to Trust; therefore, from
analysis of the above-mentioned categories the second theme of this research
emerged, i.e. ‘Family Trust’. Family trust will be discussed in detail in Chapter
6 of this thesis, in terms of analysing how each of the constituent categories and
sub-categories are related to family trust in the context of this thesis. Therefore,
the discussion in chapter 6 will focus on the participants’ interests in resolving
issues that affect the sustainability of the family business, based on the level of

trust among family members.
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Figure 4.7 below shows the development of data reduction from sub-categories

to categories and from categories to the emergence of Theme 2.

Figure 4.7: The Process of Data Reduction and Emerging Theme 2

Sub-categories Categories

Clear Policies Z
Communication e Trust Mechanism

Open Disclosure/ Transparency e Commitment
Respect the challenge !:> e Process of resolving @ Family Trust
Commitment to the business and family issues

family core values
family business philosophy

family meetings
business meetings
Keep everything inside
Unity of command

As a result of reviewing the data on the 'Family trust' theme, it was seen that
trusting relationships among family members assist continuity. In addition,
trusting attitudes among family members enhance the members' knowledge and
skills about the family and business. As the family members are trusted people
it is easy for the senior owner managers to share the business, knowledge and
resources with more junior members in order to prepare them to act in the
business. Therefore, members can develop their business knowledge,
supported by family values, family experience and family business resources,
which in turn helps them to play an active role in sustaining the family business.
On the other hand, family members also raised concerns about barriers to
sustaining trust between family members, for instance, lack of communication,

lack of transparency, and unclear policies.

The participants demonstrated in their replies to the following interview

questions that resolving issues among family members is a vital need in

sustainability of a family business: 'How does family members' involvement

affect the business or family?' 'How did the family businesses manage family
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member’s involvement into the business? What is the purpose of involvement?
How does their involvement affect the business ?' Joint resolution of issues

also helps to increase the family members' involvement in the business and

improves the overall performance and development of the family business.

From the founder's point of view, involvement in the business brings
advantages for family members, such as up-skilling family members in a cost
effective manner, and also giving young family members the opportunity and
resources to get started in a new business. Therefore, the greater the family’s
integration, the more experienced and prepared they become to run or take
over the business and sustain it into the future in a competitive business

market.

Regarding the integration of family members into the business, the researcher
found that they often had different aims in becoming involved in the business,
some of which were monetary while others were non-monetary. It was found
that both monetary and non-monetary aims had the capacity to enhance
integration of family members within the business. According to the participants,
non-monetary objectives provide more commitment for family members to
involve themselves in the business and seriously pursue its success. This
enhances family integration and therefore the chances of success of the
business into the next generation. The participants believe that integration helps
to preserve the love between family members which is the key element in
supporting family members in coping with their differences in ideas and
opinions. Therefore a category called 'Purpose of involvement' was created with

two sub categories of 'monetary' and ' non-monetary' motives.

Family members referred to the critical role of parents in integrating family
members and encouraging them to be involved in the business. The
participants further illustrated that parents in family businesses should prepare
the family members for taking the business over and being strong and active
members of the family business and society. The other important issue raised
by participants was the role of parents in passing the family values on to family
members and to the business, in terms of helping them to understand the
meaning and value of wealth for the family. In conclusion, parents play an

important role in creating emotional ownership among family members.
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Emotional ownership represents the non-monetary motives that encourage
family members to involve themselves in the family business. This results in
greater integrity of the family, which will facilitate successful transition. This led
to the creation of a data category called ‘parenting’, with the subcategories of
family first environment', 'understanding wealth', 'educate responsible owners'

and 'Emotional Ownership'.

Figure 4.8: The Process of Data Reduction and Emerging Theme 3

Sub-categories Categories

Monetary

Non-Monetary

Family first environment
Understated wealth Family

Educate responsible owners i :urpo:e of volvernent Integration
Emotional Ownership SIETLEE
‘ Ownership

Share Gifting

Family meetings
Board meetings

The participants talked about appropriate ownership structures for running the
business as the family business evolves. It was suggested by the first, second
and third generations that giving shares to the family members, increases family
integration but affects the ownership. Ownership expectations need to be
managed effectively in a successful family business (Jaffe and Lane, 2004;
Carlock and Ward, 2010). Family meetings and board meetings have been
suggested by the participants as important forms of managing owners'
expectations and evolving an appropriate ownership structure. Therefore a
category called 'ownership' with the subcategories of 'share gifting’, ‘family

meetings' and 'board meetings' has been created. Figure 4.8 demonstrates the
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data reduction from sub-categories to categories and from categories to the

creation of Theme 3.

The data presented above relate to concems over integration and ownership,
as a result of which the third emerging theme of this research, i.e. ‘Family
integration’, was created. Family integration will be discussed in detail in

Chapter 7 of this thesis, in relation to each of the categories and sub-categories.

Based on the three themes that emerged from the data, a model was derived
which could provide useful direction to family businesses in attempting to
sustain to the next generation. The next section will explain the continuity

conceptual model.

This research explains the sustainability of a family business as a continuous
evolutionary process that includes evolution of the family and business as family
and business growth. According to Haag (2012), succession is not just about
handing the business over from one generation to the next; instead, the
business evolves as family members are socialised, engaged and trained
through the daily activities of the family business. She suggests the idea of
succession as a purpose in itself and a shift from “taking over’ to “being part’.
Furthermore, according to Carr and Bateman (2010), integration of family
members increases their involvement and performance. Meanwhile, Carlock
and Ward (2010) indicated that family participation and commitment can lead to
successful transition. Therefore the presented conceptual model (Figure 4.10) is
based on a continuous process that requires participative commitment in a

neuron system that connects all aspects of the process.

The model includes 'Sustaining Governance', 'Family Trust, and 'Family
Integration' as three themes derived in this research. In this model, involvement
of family members is very important, as discussed before. The members’
involvement forms the family business in the first place and their active
involvement and participation, supports the firm’s evolution in a continuous

process and therefore will result in supporting the sustainability family business.
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i) Sustaining governance

The starting point of this process, after involvement, is sustaining governance.
Family businesses need to manage the conflicts and expectations of family
members and make plans and create policies that will support family members
and the business. Sustaining governance includes plans, policies and
leadership styles that shape the governance structure of a family business.
Creating and sustaining governance and evolution of governance through
generations needs support from family members. Family business governance
structure is formed and developed through time by active participation of family
members. This is the first main component of the continuity model (See figure
4.10). The details of this theme will be discussed in chapter 5 of this research.

i) Family Trust

The second component of the continuity model (Figure 4.10) is 'Family Trust'.
Having a high level of trust among family members is a competitive advantage
in family businesses. According to the data of this research, successful family
businesses need to protect and preserve trust among their members if they aim
for continuity of their family business. At the same time, having a high level of
trust among family members reduces agency costs to the family business
(Sardenberg, 2013). Corporate governance began to gain importance because
of emergence of three sets of problems: failures in relations between
shareholders and corporations; the existence of boards of directors that were
only collegiate pro forma and ineffective in monitoring the interests of owners;
and performance of managers, whose interests often conflicted with those of
shareholders, whether controlling or minority (Andrade & Rossetti, 2011). These
problems eventually create opportunities for abuse of power, fraud and strategic
mistakes. Although family businesses tend to rely on a high level of trust, which
reduces agency conflicts, this level of trust starts to disintegrate as more family
members become involved in the family business and the company becomes
bigger (Sundaramurthy, 2008). Therefore, sustaining a high level of trust among
family members from different generations is very important to managing the
conflicts and ensuring the sustainability of the family business. Family trust is
hence the second component of the continuity model and is highlighted in Red
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in Figure 4.10. The details of sustaining trust as an important element of

sustainability of family businesses will be discussed in chapter 6 of this thesis.
i) Family Integration

The third component of the continuity model based on the findings of this
research is 'Family Integration'. Involvement of new family members affects the
ownership configuration, whilst the purpose of their involvement has an effect
on sustainability of the family business. The more the family is integrated the
more the members will support the family business and the more they will get
involved based on non-financial motives, which is very important for the
sustainability of family businesses. 'Family integration' supports the involvement
of family members in the business based on non-monetary (Financial) motives.
The research found that family members with non-monetary motives for
involvement in the business participate more actively to support the business.
Family integration is shown in green in the continuity model. The details of

family integration will be discussed in chapter 7.

Participative commitment is used as a key element in connecting the main
themes of this research. The connections between participative commitment
and the three themes presented in this research are presented in figure 4.9.
The model indicates the three themes (Sustaining governance, family trust, and
family integration) and the components of each theme, with participative
commitment as the core element in the centre of the circle, connected with the

three themes (see figure 4.9).
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Figure 4.9: Circular conceptual model of family businesses continuity

Participative Comifiitment:

Explaining the connections between the participative commitment and the
remaining segments of the conceptual model seems important to understanding
of the model. Therefore the next part will explain how the conceptual model and

participative commitment link together.

iv) Participative Commitment

This research came to the understanding that succession is a continuous
process that starts in childhood for the new generation. Family business
succession is not just about handing the business over from one generation to
the next but it includes an evolution process as family members are engaged
and trained through the daily activities of the family business. Engaging in the
family business is part of the new generation’s development. It is fundamentally
different from joining the business, because during engagement transfer of
leadership and/or ownership is needed. Therefore, participation and

engagement imply a shift from “taking over” to “being part” (Haag, 2012).

One of the main problems in transferring the family business to the next

generation is that the process generally starts too late. Raising awareness
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about the need to prepare for the transfer in advance is the starting point for a
successful transfer. Once entrepreneurs have been made aware about the
necessity of preparation for transition, then they need information and support
to prepare the transfer (Voithofer and Mandl, 2004). The potential successors
also need information about the process. This type of support should consist of
an overview of what steps need to be taken, what kind of specific advice is
available and where to get it (Ward, 2004). Therefore the continuity process

should be planned and started long before it is needed.

In a family business, the family is a source of employees, owners, managers
and directors. In committed families, everyone contributes to the goal of
success of the family business (Ward, 2004). The family’s active participation is
a powerful and constant influence in the continuity of family business, as
discussed throughout this thesis. Therefore, family members should actively get
involved into the business in order to engage more with the business and

enhance participation

Family participation is a tangible indication of the family’s commitment to the
business. But it is also an important tool for maintaining Family Commitment. If
everyone is positively involved with the business, the business has achieved
Family Commitment. Ownership continuity and successful business
performance both require Family Commitment over the long term. However,
what often happens is that family members are either unwilling to participate in
the family business or do not participate actively (Carlock and Ward, 2010). This
has been the source of great worry for senior family members, especially in the
second and third generations. This kind of active engagement in the family
business and in planning for its success and continuity is the main part of the
continuity process and is called ‘'Participation commitment' in this thesis.
Therefore this section explains participation commitment and the connection
between participative commitment and the three themes derived in this thesis
will be discussed in the next chapters. Participative commitment acts as a guide

to connecting and understanding the findings of this research.

The derived themes in this research work continuously together in continuity

planning to transfer the business to the next generation. Commitment, support,
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care from all generations in the family business are needed in order to develop
the business through time. This process of continuous development and
evolution is called a 'succession continuity family business plan'. Participation
commitment is the element that provides the necessary continuous support for

this process.

Participation applies equally to families and the businesses. For the business,
the benefit of increasing participation is that empowerment creates
opportunities for the next generation’s contribution and fulfilment. Simply put, it
keeps the talent at home. Opening up participation for family members helps
strengthen commitment and reduces feelings of powerlessness. Encouraging
family members’ participation in the family business may ensure its very

survival.

Family commitment means, firstly, that the family have an interest in
maintaining ownership and, secondly, they are willing and able to accept the
responsibilities of active ownership. The authors of a comprehensive study of
commitment describe it as: Commitment presumes something beyond just
passing loyalty to an organisation (Carlock and Ward, 2010). It involves active
relationship with the organisation such that individuals are willing to give
something of themselves in order to contribute to the organisation’s interests.
This definition suggests that a critical element of commitment is behaviour

supportive of the business, not just passing loyalty.

According to Carlock and Ward (2001), commitment should reflect loyalty and
pride, shared values and goals, positive personal experience and personal
connection with the firm’'s future vision in order to meet both individual and
family needs. Family Commitment is what makes a family business — a family

business. Without the family’s commitment, there can be no continuity.

This research has found that commitment and involvement in terms of family
businesses mostly refers to commitment from the time when family members
become involved in the business (Carlock and Ward, 2001). It does not include

childhood preparation as a necessary element. According to the data of this
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research, the early stages of family childhood are more important. Family
members develop a feeling of psychological ownership of the business.
Growing up with a family business can create strong bonds that are difficult to
break. Family members choosing not to commit to the family business may

sense that they are losing their family connections (Carlock and Ward, 2001).

Participative commitment includes active involvement in the family or business
system and shared decision-making. The first dimension of participation is
getting more family members involved in contributing to the future of the family
business. Family participation in any capacity increases the sense of ownership
and helps individuals to learn more about how the family and business operate.
The second dimension of participation is expanding the family’s role in the
decision-making process. This action involves sharing power and responsibility
for making decisions on family, ownership, governance and business issues.
Reviewing and proposing revisions to the Family Agreements would be an
example of an activity where the family can share responsibility. While active
involvement is the first step to family participation it is shared decision-making

that creates the positive energy for the business family.

Participative commitment in terms of this thesis consists of involvement,
contribution, understanding, engagement, responsibility, dedication and
supportive behaviour. It suggests that loyalty, acting, commitment, learning and
business education for all family are issues for the support of both the family
and the business. It starts from childhood and evolves over time as family
members and the business grow through the life cycle. It creates a family
business identity for the members. Families need an advanced level of

participative commitment in order to achieve continuity of the family business.

Participative commitment not only entails the characteristics discussed at the
beginning of this section but also adds to these characteristics as it evolves to
an advanced level required for family business continuity. This level of
advancement is reached when participative commitment flows in the three circle
conceptual model. The more advanced and integrated the participative
commitment, the more successful the family business will be in terms of its

sustainability.
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As mentioned before, based on the findings of this research, achieving
sustainability of a family business is a process that continuously evolves.
Meanwhile, participative commitment also needs to evolve alongside the family

business.

This participation may not be conscious at the early childhood stage, especially
from the parents’ view, as they may not be planning for preparing their children
for business involvement. But according to the data of this research, the sooner
parents start planning and preparing their children for being active in the family

and business the stronger the process will be.

Participative commitment brings unity to the three circles: the more participative
commitment, the more unified the family business. Therefore the family

business will grow stronger and this will enhance future continuity.

In the presented conceptual model (figure 4.10) the researcher included the life
cycles of family members and the ownership configuration (Figure 4.10) to
explain the family business sustainability model in terms of a family business
time line. This shows the ownership changes during the transition of the
business to the next generation based on the family members' career time line.
This time line also shows the ownership configuration and the family members'
involvement and their role in the family business based on their age. The
following paragraphs, indicates three different time line in the presented model
4.10.

i) Career and age time line

The time line at the bottom of the model is in two parts. The first part indicates
children’s preparation for the family business. In the second part of the time line
the researcher added the age range overlap from the successor's career
development time line, presented by Ward (1987), in order to illustrate the role
and position of family members at different stages of the family business
continuity model. This time line also indicates the new generation's age range
and the preparation of family members in each relevant age range. Comparing
this time line with the ownership configuration time line indicates the ages at
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which changes may happen during the transition of the business in the
sustainability model. The age ranges overlap because the timing can vary
based on the specific situation in each family. The ages suggested are intended
to support the development of the model and are not intended as
recommendations. Therefore this model contributes to Ward's (1987)
successors’ career development time line that was presented in the literature
review (2.2.3) of this thesis.

ii) Ownership configuration time line

The new family business continuity conceptual model also presents ownership
configuration changes, based on the family business life cycle, on a transition
time line. The top time line indicates the ownership configuration of family
businesses and changes occurring during the time. The top lines of the model
illustrate the family business ownership configuration changes from the first to
second and from the second to the third generation. As mentioned by Carlock
and Ward (2010), ownership configurations of family firms change over time.
This indicates that a family business forms once family members become
involved in the business. In this stage the ownership configuration is
entrepreneurship and the owner, the founder, is in charge of everything in the
business and is head of the business and head of the family. After involvement
for a certain period the founder is still leader of the business but this starts to
change as the family members gain more experience and participate more in
the business. Therefore the ownership configuration changes due to family
members' involvement and participation in the family business activities. A
change from owner-manager to sibling partnership occurs when family
members become involved in the business and participate in business activities
and business decisions. Sibling partnership usually occurs when the second

generation become involved in the family business.

The second transition process starts with the birth of the third generation, and
their preparation for involvement in the family business. This transition is shown
by a loop back to the involvement process in the model. Cousin collaboration

happens when the third generation become involved and participate in business
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activities and business decisions. According to Jaffe and Lane (2004), the
ownership configuration that follows cousin collaboration, which happens once
the fourth generation are involved, is called Family Dynasty. As it makes the
ownership configuration timeline look over complicated, the Dynasty stage is

not shown in the sustainability model.

iii) Children’s Preparation

According to the findings of this research, preparation of family members should
start from childhood. This will create an identity among family members, via
learning family values, family norms, beliefs, being responsible to the family,
playing a family role, being committed to the family and supportive of other
family members. This stage of creating an identity for the members through
learning and passing on values is referred to in the continuity model as 'early
childhood education'. The children gain experience in the business and are
mentored by senior family members. Then they engage in a meaningful career
and have their own social and business identities (Carlock and Ward, 2010).
Children’s preparation contributes to participative commitment, which is a key
element in the sustainability model and therefore also supports the transition

process.

Family participation is a result of family members' preparation. Parents in a
family business play an important role in preparing their children to be
responsible owners. Family member preparation starts from childhood and
advances throughout the life cycles of the family members and the business. To
prevent the older and younger groups from splitting apart, the new family
members must be encouraged to learn about the family business, explore their
possible involvement and consider the contribution they can make to the

family’s and the business’s future success (Carlock and Ward, 2001).

The family business sustainability conceptual model, including the age and
ownership configuration bar and age range timeline, is presented in figure 4.10.
This model contributes to the lifecycle model of Churchill and Hatten (1997)

presented in the literature review (2.2.1) and also contributes to the ownership
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configuration model of Carlock and Ward (2001) presented in the literature
review, chapter Il (2.2.2).
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4.5 Summary

The chapter explained the process of analysing data using Nvivo software in
order to develop the themes. The chapter also explained the characteristics
of the participating family businesses, the backgrounds of the selected
businesses and of the interviewees. The researcher’s innovative intellectual
understanding of the data ultimately led to the development of two
conceptual models of family business sustainability, based on the
emergence of the three main themes of this research: 'Sustaining

Governance, 'Family Trust' and ' Family Integration'.

The first theme, 'sustaining governance', emerged from the participants’
concern over the lack of clear rules, responsibilities and rewards among
family members involved in the business and running the business. The data
revealed that lack of such a control system among family members creates
conflicts which harm family trust, family relationships, and business
performance. This led to the emergence of theme 1. All the themes and their

categories and sub-categories will be discussed in detail in chapter 5.

The second theme to emerge from the data was ‘family trust'. This theme
mainly focuses on the high level of trust needed among family members to
support their involvement in and support for the family and business. The
data also revealed that conflicts challenge and damage the level of trust
among family members, which endangers the involvement, commitment and
participation of family members. The data also suggest how it is possible to
create long term trust in order to support the sustainability of the family
business. The discussion on creating long term trust will be expanded in

chapter 6.

The third theme to emerge from analysis of the data was 'family integration'.
The data revealed that family members join the business based on different
purposes. The purposes of involvement were categorised into monetary and
non-monetary objectives. Furthermore, the data revealed that family
members with -non-monetary purposes of involvement tend to be more

supportive of the business and therefore its continuity. This theme also

—
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includes evolving the family business through socialising, engaging and
training family members in the daily activities of the family business. Parents
should prepare their children to play an active role in the business and
family. The details of how family integration supports family business

continuity will be discussed in chapter 7.

According to the data, sustainability of a family business is a continuous
evolutionary process. This continuity process includes evolution of family and
business as family and business growth. Sustainability of family businesses
is about handing the business over from one generation to the next. The
process needs to evolve continuously and requires the family members’
support and participation at every stage. Therefore, 'participative
commitment' was presented as the key link between the other three
concepts. The relation between each theme and participative commitment
will be explained in more detail in each chapter in order to expand

understanding of the conceptual model.

This chapter presented the first conceptual model of sustainability of family
business (4.9), which demonstrates how the three themes work in a
continuous process as the findings of this research. The role of participative
commitment as an essential element of the sustainability process is also

shown in the model.

The chapter also presented the second conceptual sustainability model
(4.10). The author added an ownership configuration bar and an age range
timeline to model 4.9 in order to show how the process evolves through the
life cycles of family members. The Ownership Configuration bar shows the
ownership changes that occur along the time line. The new model also
includes a child preparation bar which traces the development of participative
commitment. The new process of sustainability is looped back to involvement

to show the start of a new process.
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This thesis will continue by explaining sustaining governance in detail in the
next chapter, followed by discussion of family trust in chapter 6 and family
integration in chapter 7. This thesis will be summarised in chapter 8 and my
personal reflection will be presented in 8.5.
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Chapter 5: Sustaining Governance

5.1 Introduction

The previous chapter reviewed the data of this thesis, as a result of which
Sustaining Governance emerged as one of the main themes. The chapter
also presented a conceptual sustainability family business model (See
Chapter 4, Figure 4.10).

This chapter expands Theme 1, i.e. Sustaining Governance, and discusses
the implications in the context of this thesis, and for practice and theory. It
looks at three main sub-themes that emerged from the data: plans, policies
and leadership. This chapter aims to show how sustaining governance, as a
part of a family business continuity model, can resolve the issues and
support the sustainability of family business to the next generation.
Therefore, this chapter conducts a structured discussion of the categories
and sub-categories relevant to this theme (set out in figure 4.6 in chapter 4).
The discussion shows how each category and sub-category contributes to
shaping a legal and formal structure in the family business, and therefore

also contributes to answering the research questions.

Sustaining governance includes plans, policies and leadership styles that
shape the governance structure of a family business. Family businesses
need to make plans and create policies for managing the conflicts and
expectations of family members, in order to resolve issues between family

members and support the family business.

Creating governance and evolution of governance through generations
depends on support of family members, in the form of their active
participation in creating and developing the governance structure of the
family business as it grows. Therefore, family business governance structure
is formed and developed through time by active participation of family
members. This is the first major part of the continuity model (See figure

4.10). The details of this theme will be discussed in this chapter.
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Agency costs are inevitable in the structure of organisations as they are often
seen as a means to avoid and/or control opportunistic behaviour by the
executives (Shapiro, 2005). Furthermore, Jensen and Meckling (1976)
propose a form of considering a contract between two parties to impose
penalties as deviations occur. Young, Peng, Ahlstrom, Bruton and Jiang
(2008), agree that governance mechanisms minimise agency conflict

between owners and managers.

The term “governance” derives from corporate governance. However,
studies on corporate governance propose various definitions of this term.
According to Huse and Landstrom (2002), this depends on the discipline in
which it is actually applied. Andrade and Rossetti (2011) state that the need
for corporate governance arose from an absence of effective relations
between shareholders and company managers or boards of directors, mostly
based on conflicts of interest between the managers and owners of the
business, and directors’ failure to control business performance according to
shareholders’ interests. Such problems could result in abuse of power or
strategic mistakes. Therefore, corporate governance can be defined as a set
of arrangements and procedures that give the shareholders controlling power
over their investments by monitoring the performance of the company

executives.

Family businesses are usually categorised as tightly knit companies with joint
ownership and management control where the owner is usually the key
manager. As a matter of fact, family owners usually delegate to the directors
the right to control the company’s direction and its performance. The main
issue in this case would be if the directors’ purpose were to take possession
of the company resources for their own benefit at the expense of
shareholders’ interests. Such deviation of interest between owners and
managers is usually described as agency conflict, which could have serious
implications in the case of family-owned companies (Sardenburg, 2013).

Unbalanced expectations and interests among family members create
conflicts which can put family businesses in danger. Although, conflict is a

natural component of human relationships, in some families, conflict
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constantly happens. Working together in the same atmosphere can
strengthen family interactions and empower the business on the one hand
and can worsen family problems such as sibling rivalry or competition
between the generations on the other hand (Carlock and Ward, 2010). Jaffe
and Lane (2004) stress that unsettled conflicts in family business can
damage the family business. Accordingly, owners of family businesses must
develop clear policies and plans to manage the expectations and
interrelationships of people, business, and investments, which legalise and
combine the interests and concerns of all family members. The
establishment of formal structures and processes to organise these
relationships is known as governance (Jaffe and Lane, 2004). In the process
of pursuing continuity of a family business, clear governance is necessary in
order to manage family members' differing expectations and the resulting

conflicts.

This research identified that the family businesses who participated in this
study had no clear governance structure to manage young family members'
expectations and thereby reduce conflict. First generation, second and third
generation family members who were interviewed all indicated that they face
conflicts. The following quotes indicate the lack of a clear governance
structure to manage disagreements among family members in the

participating businesses.

"There was no specific structure at the beginning. We wanted to
create a structure in the future..."

CEO, Involved first generation founder, Company B

"There was no specific structure or governance. We joined the
business as the business was growing and we had enthusiasm as
family members to follow our father's business."

MD, Involved second generation family member, Company E

"There is no specific documented written structure for family
business involvement"
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MD, Involved second generation family owner, Company G

"There were no written rules for us to read and then accept and
then enter into the business, like terms and conditions"

MD, Involved third generation family owner, Company C

The findings of the research indicate that disagreements between family
members were not resolved permanently but instead were postponed to

another time, as one of the participants indicated:

"The problems still stand and the family members are still challenging
and might not have found a way of resolving it yet, but they are not
critical yet. They just forgive and ignore it for now, waiting to find a
better situation to resolve tit. This better time might never come to
resolve the issues for the young generations. The founder might not
be among the young generations in the future, if so, these unresolved
issues could seriously crack the business. "

MD, Involved first generation founder, Company B

The resistance between loved ones and business interests is what makes
family businesses unique. Family businesses should consistently balance
family demands with the requirements of the business in order to sustain
through the generations. According to Carlock and Ward (2010), to achieve
this balance a clear framework seems necessary as an element of success.
Therefore, family businesses need to generate plans and policies as part of

the governance structure to manage the issues.

"There is no specific structure but it would be better if there were such
a structure as | do believe the guidance would be better."
MD, Involved first generation founder, Company B

Consequently this thesis identified that a formal control system comprising a

framework structure for both family and business, to balance expectations
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among family members, is an essential requirement for family business
continuity. This form of control system can be set up by adopting relevant
plans and policies, termed as "Sustaining Governance" in this thesis. The
three categories identified by the author for sustaining governance, namely
plans, policies and leadership, will now be explained and discussed in

separate sections.

5.2 Family Business Planning

As mentioned before, planning is an important component of a formal control
system so it is significantly important to understand planning in terms of
Sustaining Governance in pursuing succession of family businesses. For this

reason, this section will explain the importance of planning.

Planning has been identified as the most important element of sustaining
governance as a formal control system. Accordingly it is important to
understand planning in terms of Sustaining Governance in pursuing
succession of family businesses. It is argued by Carlock and Ward (2010)
that although planning in a family business is more complex than planning in
other businesses, successful family businesses take on this challenge
willingly as it is vital to their continuity. Such planning should focus on
resolving family, business and ownership conflicts. Therefore, this section

will explain the importance of planning.

This thesis identified certain concerns in relation to successful planning.
Family members, especially second generation members, were not clear
about what plans they should follow in the family or in the business; they
were even unaware if there were any such plans, although the founding
generation and senior generation may have had some plans in their minds.
Carlock and Ward (2010) support this finding and illustrate that all
businesses benefit from having strategic plans charting the direction of the
business and the impact on family participation in the company. The
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following quotes indicate the importance of planning to family business

governance.

" ...l would say that there is no structure for transition of the
business in our family. However | think transiting a business from
one generation to another generation has to be planned."”

MD, Involved second generation family owner, Company B

"We have no education plan but | have helped them and guided
them on running the business by monitoring their activities and
controlling them."

CEO, Involved first generation family owner, Company B
"It was not planned and happened accidently but it helped us to
cover the family business needs and reduces the confilicts."

MD, Involved first generation family owner, Company G

"...We have no written ownership plan yet but | do have a plan in
my mind. It might be better if | expand the family business in
different fields."

MD, Involved third generation family owner, Company C
"There is no education plan but | would say it might be better if |

guide him to study business or business management to support
family business... "

MD, Involved third generation family owner, Company C

As highlighted by Ward (2004) and Carlock and Ward (2010), such
coherence could be created and managed through planning. It is accepted
that no one can predict everything, and when something goes wrong, in
successful family businesses there will be a group of people who will lead
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from strength, working well together, and sharing their energy and
commitment to overcome disadvantages and difficulties (Carlock and Ward,
2010). Therefore, planning in family business needs family members'
support and participation to develop and adjust plans to suit their family

business.

"We face different issues but maybe less than others. We have
managed the disagreements between us by participating and
discussing in resolving the issues. For example, everything is clear
between family members in the business."

MD, Involved Third generation family owner, Company A

"Participating in making the plans and supporting it by sharing
different ideas caused successful results | would say. Maybe it is
the thinking room or coalition thinking...."

Non-Involved Third generation family member, Company A

"Successful planning needs participation of different family
members. If we can combine the experience of the previous
generation with the new ideas of the new generation, it can be a key
to success. One of the ideas that cannot succeed is that in general
families reproach the young generation and do not count their ideas
(The older person is the head of the family) so they lose their
enthusiasm and do not want to participate in the business, follow
the business or give new ideas after the older generation."

MD, Involved second generation family owner, Company E

The above quotes illustrate that the senior generation could have a plan in
mind for transferring the business to the next generation but it is not written,
complete or professional. It is mentioned in the above quotes that it is better
that the younger generation are involved continuously in planning for the
family business alongside the senior generation, as an important element of
continuity among generations. Consequently, this thesis identified planning
as one of the most important factors in Sustaining Governance. The author
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identified four categories under the heading of planning, which will now be

explained and discussed in separate sections.

5.2.1 Family Involvement plan

This research revealed that second generation family members become
involved in the business for a variety of reasons: Trust in family members,
inheriting shares, motivation, stock gifting, job opportunity, father asking,
business need, father figure, family reputation, commitment, and respect
were among the reasons mentioned by different company members from

different generations.

This research identified that senior family members in Iran have a strong
interest in inviting young family members into the business as they feel more
trust towards family members. Furthermore, the participants indicated that
the business experienced more growth after the family members became
involved. Ward (2004) expresses the importance of planning for family
members to become involved in the family business as an important step

toward continuity, and this is supported by the following quotes:

"...I started this business 30 years ago and asked my father to join
me by purchasing my uncle's share. So | had a 66% share and my
father had 34% of the Shares of the company. When he passed away
his shares were inherited by his children..."

CEOQO, Involved First generation family owner, Company G

‘I might say, there needed to be a trustworthy person in the sales
department close to the owner and management as it was the heart of
the company but the people there were never been told or maybe |
was looking for a job and put myself forward. It did not make a big
difference for me where | joined."

MD, Involved second generation family owner, Company B
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"...no one could be more trustworthy than her to me so | left the
financial department to her"
MD, Involved second generation family owner, Company F

"But as it is a family business everybody is working based on the trust
and help and every family member tries to be supportive and act as
one person but in different bodies. So there is no specific structure in
our family business but it is better if there is such a structure as | do
believe the guidance will be better."

MD, Involved second generation family owner, Company F

The first, second and third generations, but mainly the senior generation of
the family business, all agree that having a focused plan, clear vision and
framework for family involvement can support continuity of family
businesses. This result relates to the Carlock and Ward (2010) finding that
one of the most difficult questions facing a family business is how to attract
the next generation into the business to become its future leaders. If the
business is not attractive, the family members will not join the business and

this will put the continuity of the family business in danger.

"My children are not in Iran as they are living in the USA, the business
is not good now but | don't think my children will continue my job."

MD, Involved second generation family owner, Company E

"...There is a great worry about the new generation’s involvement in
the business."
Manager, Involved second generation family owner, Company G

"There is a great worry about their involvement in the business. But
we do have a problem as not every family member is willing to join
and continue the business."

Manager, Involved third generation family owner, Company A

The young generation join the business to start their careers. It is argued by
Ward (2004) that the family is a source of employees, owners, managers and

directors in a family business, and in committed families everyone
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contributes to the success of the business. Additionally, the family’s active
participation is a powerful and constant element of planning for success in
family businesses. Therefore, there should be a plan for new members to
join the business, be promoted within the business and participate in
decisions of the business as the business needs them as reliable employees.

"...as the company was growing and as we had graduated and
needed a job we joined the business and fitted in the business..."
MD, Involved second generation family owner, Company B

"Each young person needs a job after finishing his/her studies. If
he/she wants a job that is based on his/her studies he/she might not
join the family business if that is different. On the other hand, family
members might join the family business even with non-related studies.

"

MD, Involved second generation family owner, Company B

"There was no specific structure or governance. We joined the
business as the business was growing and we had enthusiasm as
family members to follow our father's business..."

MD, Involved second generation family owner, Company E

"At the time we did need him here so rented the other business to
someone else and he joined us here."

MD, Involved second generation family owner, Company D

"l had to join my father's job because of his request and to keep his
family name and credit, gains, properties..."

CEO, Involved second generation family owner, Company C

Consideration of the data illustrated that decisions on involvement in the
family business could also be affected by the culture of the family. According
to Karatas-Ozkan et al. (2011), the family culture often shapes members’
decisions on involvement in the business. The researcher found that among

some families interviewed there was a gender preference for male children to
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join the business, even though females have equal rights to join the
business. The following quotes demonstrate the existence of such gender

preferences.

"I believe one of the most important things in family business
succession in Iran is the number of male children they have. | mean
the family pride (fervour, zeal) remains stronger with male children
as the female children will marry and this destroys some of the
integration between family members. On the other hand, the father
feels free with the sons compared to the girls or son in law in the
business. If he does not have any sons he should close the
business, although there have always been exceptions."

CEOQ, Involved second generation family member, Company C

"It is easier for male children to follow the family business, rather than
girls, in Iran."

Manager, Involved second generation family member (female),
Company G

According to participants, one of the most important ways to motivate family
members to be involved in the business is to prepare the children for the
business by giving them a positive perspective of the founder and the family
business. Therefore they need to be educated and exposed to the business.

This strategy will be discussed in the family preparation plan (5.2.2).

According to the participants, granting business stocks to new members is
positive strategy which enables family members to feel a sense of ownership
and that they are important to the business. Stock gifting plans will be

discussed in detail in 5.2.3.

5.2.2 Family member preparation plan

Considering and comparing different family businesses’ approaches to the

education of members revealed that family businesses need a kind of
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continuous education plan for their family members in order to prepare them
for the business. This section discusses suitable education plans for family
businesses. Successors need a thorough training programme to acquire firm
specific knowledge and to develop their capabilities (Morris et al., 1997). This
research has categorised education planning that can contribute to the
continuity of family businesses into four different stages that evolve based on

the family members' life cycles.
i) Early Education

Family members mentioned that education of family members in the family
business should start at an early age. Non-monetary motives for supporting
the business should be implanted in the children’s minds. Children learn by
example, from basic lessons in honesty, responsibility, work ethic and
integrity that are passed on by their parents. There is no reason for the
parents’ philosophy to change as they begin to prepare their children for
entry into the family business. The morals of childhood should comfortably
extend into the ethics of owning and managing a business (Ward, 2004).
Successors receive guidance and education from mentors, which may begin
informally around family dinners and gatherings (Dyer, 1986). Additionally,
parents play an important role in implanting non-monetary motives in their
children. The relationship of the parents as a couple (for example, the
mother’s support of the father or love between them) has a very positive
impact on the children’s development of emotional ownership feelings toward
the business. Therefore, parents play the most important role in the early
stages of their children’s education by implanting non-monetary motives. -

Non-monetary motives will be discussed in detail in chapter 7 (7.3.2).

This research identified that early education is an important element in
attracting family members and preparing them to be involved in the business.
Participants in the first and second generations frequently reiterated that they
been introduced to the family business at a young age at home. To achieve
the goal of becoming a long-lasting, successful business, family businesses
have to make the business attractive to the next-generation family members.

Carlock and Ward (2010) emphasise that young family members who have
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had exposure to the business from an early age will be more interested in
going into the family business. The following quotes illustrate the importance

of children’s education in the business from an early age.

"I learnt the business alphabet inside my family when | was young, not
in classes..."”
CEO, Involved second generation family member, Company C

"We grew familiar with the business alphabet at home when business
topics were discussed there."

MD, Involved second generation family member, Company B

"I learnt the business in the home from my father when my father was
telling us what he did right or wrong; so we did learn from him sharing
his experience. For example, he wanted to pay off the factory loans so
as child I learnt that a loan is not a good thing."

MD, Involved second generation family member, Company D

“I was born in a family in which the general atmosphere in the house
was about the business. Since | could remember purchasing, sales,
trade, business and everything about economy that was discussed in
the house | became familiar with the terms from an early age."

CEO, Involved second generation family member, Company C

Family members mentioned that they were exposed to the business from
when they were very young. They emphasised that they learned the
business alphabet at home from their parents, as the business was the
centre of the parents’ universe. Hence they easily learned such terms as
production, business, trade, work force, responsibility and hard work.
Additionally, their parents exposed them to the business itself and

familiarised them with the business.

The senior generation that participated in this research revealed that
preparing children to join the family business should start from a young age.
It should continue indirectly through exposing the children to the business
and through mentoring of family members. This process enables the children

to gain a clear understanding about their family business and its reputation.
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Carlock and Ward (2010) claimed that if senior family members want the
younger generation to be proud and interested owners of their heritage they
need to instil pride in the business in them. This can be done by giving the
young generation a taste of the business in thoughtful, positive, and
enjoyable ways, a process that can begin when they are under 10 and carry
on with age-appropriate activities as the children grow (Nordqvist, 2012).
Once young family members have been thus familiarised and educated in
the ways of the business, they are equipped to become involved in the family
business if they so decide. The following quotes indicate the importance of
senior managers educating and preparing young family members to be
involved in the business in order to support the process of transition to the

next generation.

"...when we were kids, my father took us with him to his shop and
factory and we grew familiar with stuff there, especially in the summer
time..."

MD, Involved second generation family member, Company B

"I did learn in the home from my father telling us what he had done
right or wrong so we did learn from him sharing his experience."

CEO, Involved second generation founder, Company C

“I tell my children, 'you are free to choose any job you like but
remember, If you want fo start a new business you will have to start

rn

from zero’.

CEOQO, Involved second generation founder, Company C

‘I do teach them item by item and issue by issue. If they listen to me
they will not regret and have not regretted so far by listening to me,
unless one of them has not listened to my ideas and comments and
just acted on his own."

CEOQ, Involved first generation founder, Company B
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"My father familiarised us with the factory environment, business
environment and the workforce environment with the idea that you
have to understand what is happening in such an environment."

MD, Involved second generation family member, Company F

ii) Mentoring

Family members mentioned that they learn the business components more
fully after joining the business and by starting their career from the bottom.
They usually undergo a training period in which they are mentored by a
senior manager or someone trusted by the senior owner-manager when they
start in the job. The most important long-term consideration for successors
planning a family executive career is to focus on continuous learning and
personal development (Carlock and Ward, 2010). Research on effective
family business successors has found that almost all effective inheritors had
started by being mentored (Stafford et al 2010). Therefore, the family
members' capabilities are built up through their involvement in real business

positions under the mentoring and education of elders.

"When | was at school, my father asked me and my brother to work
with one of his friends during the summer and asked him to teach us;
we found this out later on when my father's friend told us the truth.”

MD, Involved second generation family member, Company D

"When we were in Tehran, my father sent my brother and | to the
Bazaar to work for one of my father's friends on his staff."”

MD, Involved second generation family member, Company B

The data revealed that the family members need to learn the skills of team
working, problem solving and decision making. Successful families educate
family members so that they can operate more effectively as a group,
through mastering problem-solving and decision-making skills in order to
enhance team working within the family. Consensus building is another

important group skill. Even if a family is too large to make decisions by
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consensus, it should have family committees or a family council or a
business board of directors that operates on a consensus model (Carlock
and Ward, 2010; Le Breton-Miller et al., 2004). This enables the skills of
working as a team to be developed during board meetings or family meetings
by doing business together and making decisions together. The following
quotes represent the importance of this form of education among successful

family businesses.

"One of the main reasons for the success of our family business is the
close family relationship that the brothers have. They support
everybody and the family. And they start everything together so this
brings more confidence for doing business."

Non-Involved third generation family member, Company A

"Every family member has a vote in the business meetings. In family
business council we sit together, speak, vote, and then everybody has
tfo obey even though they might not be happy with the decision. It's not
the father who makes the final decision but he is the founder of the
business and the family head so his vote counts double compared to
others and we all rely on him but the decision is made based on the
votes of every family member in the business. "

MD, Involved second generation family member, Company D

"We discuss and within the family council we make a decision. But it
does not affect the family. "

Non-Involved third generation family member, Company A

“...has a vote and in family business council we sit together, speak,
take a vote, and then everybody has to obey, even though they might
not agree...."

MD, Involved second generation family member, Company F

"The members sit together and exchange ideas to find a solution. But |
don't think it affects the family relationships."
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MD, Involved second generation family member, Company B

iii) Higher education

The data of this research suggested that University education builds up the
members’ self-confidence and identity as well. It is better if family members
develop their personal capabilities and self-confidence by attending college
or university courses as well as working with the business (Carlock and
Ward, 2010; Massis et al., 2008). The family members build their
relationships with others and build their outside resources while they are
studying. Therefore, higher education should be part of the preparation plan
to help build up family members' identity.

The participants revealed that it is more beneficial to the family business if
family members’ academic education relates to the family business. The
participants also believed that it is valuable for family members to undertake
their university studies while at the same time working in the business. The
following quotes demonstrate the importance of these factors in the minds of
participants, in terms of managing conflicts as well as improving members'

capability of running the business.

“The other thing is education; my cousins were working with the family
business during their studies with the university so they took the
experience of family business and business with them"

Non- Involved second generation family member, Company A

"I do suggest family members join the business slowly and alongside
their studies at university."

CEO, Involved first generation family member, Company A

"Furthermore, guide him indirectly on his choice of university course
so when he graduates and is looking for a job he will find that his
course was related to the family business."
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MD, Involved second generation family member, Company B

"So | did want my younger son to follow the business. So one of the
other factors in sustaining the family business is that the head of
business guides his children to select courses related to the business”

CEO, Involved second generation family member, Company C

iv) Gaining independence within the business

The next educational need that this research identified was that family
members should reach a level of independence within the business. The
senior managers who participated in this research also mentioned that
opening different subsidiaries helps young family members to learn and
experience the business on their own on one hand and to manage conflicts
among members on the other. Family members should develop new territory,
starting a new store or running a plant in order to gain some form of
independence. Such projects can develop managerial talent and reduce
potential rivalries by keeping family members apart (Westhead and Howorth,
2006), thereby not only improving young family members’ capability to run
the business but also helping to manage conflicts.

"...Family members should feel they are important... We have
diversified the businesses into different industries and my brother,
his sons and other young family members run individual sections."

CEO, Involved first generation family member, Company A

"...I have three sons and | would like them to work in one organisation
but | think that they have different moral values and different attitudes
so they cannot work together in one company so | put them in
different businesses."

CEO, Involved second generation family member, Company C

"...my father assigned me to run a new business that had been taken
over recently, on my own."
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MD, Involved second generation family member, Company B

Therefore, continuity of family businesses not only requires involvement of
family members but also that these family members are educated and
prepared for the business over time. Family members should devise an
effective training programme to bring the best out in the younger generation
so that they can put their own mark of success on the family legacy (Carsrud
and Brannback, 2012; Ward, 2011). Therefore, educating and supporting the
preparation of young family members is an important factor in survival of

Iranian family businesses to the next generation.

5.2.3 Stock gifting plan

This research indicates that founders and family managers should give stock
to younger family members in order to motivate them to continue the family
business. Gifting stock to family members helps to keep the family together.
Furthermore, gifting shares as a means of sharing ownership with younger
family members motivates them and makes them feel that they are the
owners of the business and should contribute to the business’s success.
Indeed, Ward (2004) claims that senior family members should give away
the stock they own in the family business to future generations as soon as
possible. Meanwhile, Carlock and Ward (2010) claim that gifting shares to
infants, or in trust for future-born children, is an important means of
motivating family members to join the business and also of keeping the
family together. This claim is supported by the following quotes.

"l wanted to make the company more credible in terms of sustaining it
into the future by involving the family members. If they are not
shareholders in the company, the company may not survive after me.
But as they are shareholders they have to make efforts somehow. "
CEO, Involved first generation, founder, Company B

"As | explained before, in order to support the business | asked and
encouraged the family members to join the business. Everybody has
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their own share and their own job so it is clear their income comes
from their job and from the business."
CEO, Involved first generation family member (founder), Company G

"Working in the business, encouragement, being shareholders and
keeping the decisions within the council, forgiveness, keeping the
family together, are the key factors in transition of the business to the
next generation."

CEO, Involved first generation family member (founder), Company G

"When my father established the company he gave each of the family
members equal shares even though in those days we were children
and did not know anything about the business. Then we became
involved in the business when we grew up"

MD, Involved second generation family member, Company F

"...my brother sold the family members some of his shares in
instalments as a kind of encouragement to join the business, as long
as the business was growing..."

CEO, Involved second generation family member, Company G

"...He gave 35% of the business shares to his grandson, my uncle,
and 30% to his second son, my father. So this is how the family
business started. As mentioned before, we prefer to keep the
business inside the family, with a determined share for everyone. "

MD, Involved third generation family member, Company A

The data also revealed that the religious culture plays an important role
among some of these family businesses, because they follow the rules of
Islam, which is the major religion in Iran (Curtis and Hooglund, 2008). The
data indicated that female family members inherit only half as much as males

from the business, as demonstrated by the following quote.
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"Actually | suggested my brothers and my sisters. The girls inherited
half as much as the boys in the family and | sold the family members
some of my shares in instalments as a kind of encouragement to join
the business as long as the business was growing. So now it is me,
my sister and three other brothers involved in the business in different
departments. So | have 33.3%, my 3 brothers have 16.66 % each and
my sisters half of the rest. The encouragement was successful and we
are working together now."

CEO, Involved first generation family member (founder), Company G

This section has shown that stock gifting to the new generation supports
family business involvement and enhances integrity among the family
members. Therefore it is also important to the sustainability of family

business.

5.2.4 Financial independence and security plan

Comparison between the successful family businesses in the third
generation with those in previous stages indicated that second generation
family members suffered from not being financially independent. According
to Ward (2004), these people feel that they are just wealthy on paper but
devote all their time and commitment to the family business and have no
other career. In the second and third generations, out of respect, usually
family members do not at first ask the founder for a dividend or any kind of
financial independence (Carsrud and Brannback, 2012). However, as the
family members grow older, their needs change and therefore family
businesses should plan for resolving this issue, as the following quotes from

second generation family members indicate.

" | always have to tell my father that | need money and he always
asks me, ‘what do you need the money for?""

Non-Involved second generation family member, Company B
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"My father did not let me follow my business ideas and he never
supported me with money for my plans. | am sure he had money but
did not want to give it to me. | am over 30 years old and | do not
know what to do as | am wasting my time in the family business."

Non-involved second generation family member, Company B

"... | wanted to be financially independent, not always rely on my
father..."”

MD, Involved third generation family member, Company C

"My father has always been respected as a god by us and family
members feel ashamed to ask him about money and dividends."

Non-Involved second generation family member, Company B

Comparison of successful family businesses in the third generation with
those in previous stages also illustrated that successful family businesses in
the third generation created some kind of financial independence for the
family members. Furthermore, young family members have their own
financial needs and need their own personal money and the right to manage
that money themselves without having to answer to anyone for their
decisions on making investments (Bjérnberg and Nicholson, 2012; Nordqvist,
2012). Carlock and Ward (2010) claimed that giving financial independence
to family members is a valuable means of making sure those family
members who are playing very important roles in the family or in the
business have a sense of financial power and security. Furthermore, Ward
(2004) and Westhead and Howorth (2006) reason that this kind of
independence gives family members the opportunity to make free choices. It
raises their self-esteem by making them feel respected, and frees them from
being dependent on the senior generation. Therefore, family businesses
need to establish an individual compensation system that supports family

members' financial independence.

169



Additionally, this research found that this kind of independence is not seen in
the second generation, but in the third generation such independence is
much clearer and is a sign of development toward continuity. This finding can

be understood from the following quotes.

"As | mentioned earlier everything is clear in the business between
family members. For instance, everything is based on family
members' shares. The family members get paid based on their jobs if
they work within the company and receive their share dividend every
year. If they withdraw more than they are supposed to, they have to
return it. These are the values we keep to. Family members have
priority if there is a job vacancy and they want it. "

MD, Involved third generation family member, Company A

“...1 do like to be ambitious in my job. | do like to expand my business.
| do like to be totally independent and not have to answer to my father
on every bit of money | make..."

MD, Involved third generation family member, Company C

"Everybody should know what they have; they need a level of
independence in their lives...."

CEO, Involved second generation family member, Company A

5.3 Family Business Policies

As revealed earlier in this chapter, sustaining governance is a form of control
system that helps to manage family members' expectations and resolve
conflicts. It is a necessary component of the continuity family business model
presented in figure 4.10. Therefore this section will discuss the policies and
plans most relevant to sustaining governance, based on the data of this

research.
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Comparison of the participants’ answers revealed that second generation
family members felt that they are not important in the business or in making
decisions related to the business. Furthermore, they illustrated that issues
that arise among family members may not be resolved but postponed until
another time. The researcher even found evidence that some family
members would prefer to start their own businesses as they see no future for

them in the family business.

"I do not want to go back to Iran to work with the family business; |
want to start my business in Dubai. | cannot work with my father’s
attitude... Our issues and disagreements have not been resolved."

Non-Involved second generation family member, Company B

"...Some of the issues were not resolved but postponed to another
time that may never come..."

MD, Involved second generation family member, Company B

"I am 55 years old and ftrying to guide my children in a different
system, not to follow my job if they do not ask to."

MD, Involved second generation family member, Company G

"...the elderly people usually do not care about the new generation’s
ideas as they have not enough experience in the business and after a
while the younger family members who have joined the business will
go silent and prefer not to participate into the business or expose their
new ideas regarding the family business."

MD, Involved second generation family member, Company G

Comparison of successful third generation businesses with businesses of the
first and second generations illustrated advancement in terms of establishing
policies and plans for the business. Successful family businesses predict
possible family issues and try to find solutions for dealing with them. They
establish policies before the policies are actually needed (Danes et al., 2008;
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Grote, 2003; Danes and Morgan 2004; Carlock and Ward, 2010). The benéfit
of establishing policies before they are needed is that issues are given
attention before they become personal and emotional. Therefore, family
businesses need to make policies in order to resolve issues that may put the

continuity of the family business in danger.

Successful family businesses have formal business meetings to discuss
arising issues and resolve them. They establish plans and policies in order to
direct the business as well as decide what is best for the family. Family
members should engage in policy making by coming together as a family
and saying, “‘Let's talk about how we’re going to resolve the issue”
(Astrachan and Jaskiewcz, 2008). Family members working together on a
policy and coming to a consensus is more important than the content of the
policy itself (Jaffe and Lane, 2004). Therefore, family members should

participate in discussions on how to make policies that will resolve issues.

"...We have faced different issues but maybe less than others.... We
resolve the issue by talking about it in the meeting...."

MD, Involved third generation family member, Company A

"...has a vote and in family business council we sit together speak,
take a vote, and then everybody has to obey..."

MD, Involved second generation family member, Company F

"...we make decisions in our council and | accept their ideas; even if |
am not in agreement with them | have to accept...."

CEO, Involved first generation family member (founder), Company G

"...we sit together and exchange ideas and use the young
generation's ideas. So | collect different ideas and try to derive
something out of it close to everybody's ideas and useful for the
business and family (draws a new idea out of it)..."

CEO, Involved first generation family member (Founder), Company B
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"With the management of the founder, some of the disagreements are
resolved by meetings, speaking and coming to an agreement on
resolving an issue."

MD, Involved second generation family member, Company B

The main policies that emerged from this research will now be discussed

briefly.

5.3.1 Decision Making Policy

In the first generation all decisions are usually made by the founder,
especially in Iran, where there is a high level of respect for the father as the
head of family and head of business. However, as the new generation join
the business they need to feel important and they need to participate in
decisions of the business and even the family, otherwise conflicts arise and
the younger generation become disappointed or may not be willing to
continue in the business. The second generation tries to make changes and
the first generation may resist, and this can cause conflict. According to
some scholars (Davis and Klein, 2005; Le Breton-Miller et al., 2004; Collins
2011; Carsrud and Brannback 2012) the new ideas of young family members
should be considered within the business in order to motivate them to
actively participate in the business. Relevant views of second generation

family members are presented below.

"We were full of new ideas and energy but Iranian culture required the
young generation to follow their elders and especially to have a holy
respect for the father. So the father was the person who made the
decisions about both family and business. So in that culture we had to
obey and follow the father’s decisions.”

MD, Involved second generation family member, Company G

“There is a conflict in every business and disagreement between
members. We did have different ideas and faced it too much. But
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definitely it was my father who made the final decision. | mean the
Director or the CEO is always judge in such disagreements."

MD, Involved second generation family member, Company B

According to the data of this research, successful family businesses resolve
issues by making decisions with the participation of active family members.
They attend the meeting, discuss the issue and everyone expresses their
view via a vote. Finally, it is the business leader who makes the final
decision. This kind of policy minimises the severity of issues regarding
decisions made in the family business. According to some scholars (Massis
et al, 2008; Cabrera-Suarez al 2001; Mustakallio 2002), family businesses
need the participation of all family members in making decisions on the
business in order to be successful. Therefore, family businesses should
ensure that they have a decision making policy that allows consideration of
the younger generations’ ideas on the business. This proposal is supported

by the following quotes.

"l did try to give up some of my powers in decision making and involve
others and make the decisions between us to resolve the issues.
Nowadays they run their section and just report to me and we make
decisions in our council and | accept their ideas; even if | am not in
agreement with them | have to accept.”

MD, Involved first generation family member, Company F

"The members sit together and exchange ideas to find a solution..."

MD, Involved second generation family member (Founder), Company B

The next section will discuss the importance of dividend policy.
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5.3.2 Family Financial Disclosure, Compensation and Dividend policies

According to the findings of this research, lack of clarity over family
members’ earnings from the business creates conflicts. The gains of every
family member should be made clear and the founder should pay equal
amounts to all family members in order to prevent possible conflicts among
them (Ward, 2004). Therefore, unclear payment and unequal earning creates
conflicts in the family businesses. The following quotes indicate the

importance of clarity over payments and of financial disclosure.

“... I am 30 years old and | do not know how much my earning from the
business is. | need to ask my father every time | need money. It is really
annoying for me."

Non- Involved second generation family member, Company B

"My older brother is running the business and | do not receive money from
the business but he receives a lot. | just need to ask my father to pay me..."

Non- Involved second generation family member, Company C

This research has found that in successful family businesses, in comparison
to first and second generation struggling family businesses, there is clarity
over financial earnings and payments to family members. In successful
family businesses the salary of each family member and the dividend they
can expect to receive from the business have been discussed and agreed so
they are clear to all family members. Meanwhile, in other family businesses,
these financial expectations are not made clear. According to Rodriguez
(2009), family businesses are generated to produce economic value for the
owners. Family shareholders, like all investors, are concerned about the
financial returns on their shares. They should be provided with reports on the
performance of their shares in the same way as shareholders in public
companies or non-family businesses. Furthermore, Carlock and Ward (2010)
express that family businesses need to begin the process of disclosure by
discussing the business’s financial policy and the owners’ expectations. As
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part of this policy, salary and dividend payments should be agreed, and
follow a clear structure that is understood by everyone. This type of
systematic clarification can defuse many potential sources of family conflict.

The following quotes reflect the importance of such a policy.

"...everything is clear in our business between family members. For
instance, everything is based on family members’ shares. The family
members get paid salaries based on their jobs if they work within the
company, and receive their share dividend every year. If they
withdraw more than what they are supposed to, they have to return it"

MD, Involved third generation family member, Company A

"...Share dividends are apart from working in the business. If family
members are working in the business we pay them salaries higher
than those of outside managers to encourage them and their dividend
is different. Family members receive their dividend, if they need it, at
the end of the fiscal year."

CEO, Involved second generation family member, Company A

This policy makes the owners feel responsible for the business and also has
a positive impact on family members' feelings of independence, and
therefore encourages their participation. Meanwhile, the disclosure of
payments among family members reduces conflict and enhances family

trust. Disclosure and its impact on trust will be discussed in chapter 6.

5.3.3 Employment policy

As discussed in relation to the involvement plan, family businesses should
encourage and facilitate the younger generation’s involvement in the family
business. According to Astrachan and Jaskiewcz (2008), family businesses
need an employment policy for involvement of family members in the
business. Furthermore, most successful family businesses design family
employment policies which manage family expectations and reduce conflicts
among family members (Collins, 2011; Jaffe and Lane, 2004; Martinez et al.,
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2007; Nordqvist, 2012). Therefore, employment policy has an effect on the

sustainability of family businesses.

The comments of the interviewees in this research indicated that the
participating family businesses did not have specific written employment
policies; however, every family member was welcome to join the business,
especially when the business was growing and needed more employees.
Accordingly, there was an unwritten policy that senior family managers would
try to accommodate family members into the business and give them priority

in terms of joining the business and promotion within the business.

"My father gave me freedom to enter or not enter into the business. |
wouldn’t say there were any written rules for family or business that
we were asked to read and then accept, to then be allowed into the
business, like terms and conditions. "

MD, Involved third generation family member, Company C

"...If there is a position in the business and it's between me and
another person the preference is the family member takes the position
to keep the business in the family; company A likes family members to
join the business and grow the business..."

Non-involved second generation family member, Company A

The findings of this research indicated that in some family businesses the
founder would start off the young family members in the business from
bottom line jobs as beginners and promote them according to their
experience. This result is in accordance with Ward’s (2004) finding that
family businesses provide family members with opportunity to start their
career in the business in a low level job and work their way up. However, as
the following quote indicates, it is important that their position and job

description are made clear.

"His duty and position should be clarified and his income should be
specified too. This encourages the family members to work harder.”
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CEO, Involved second generation family member, Company A

Nevertheless, the researcher found that most of the participating family
businesses did not welcome in-laws into the business. Most of the family
businesses in different generations had a negative impression of involving in-
laws in the business and most of them had an unwritten policy not to invite
in-laws into the business. The reason for this is that immediate family
members did not feel they would receive the same support from in-laws.
Additionally they felt that in-laws would work on behalf of themselves instead
of the family and they would cause conflicts among close family members by
interfering and pushing different values. Carlock and Ward's (2010) study
supports the current finding that some family businesses do not welcome in-
laws to join the business. This unwritten policy not to welcome in-laws into

the business is indicated by the following quotes.

"Based on my experience we should not let in-laws, especially wives,
interfere in the business as they ruin the relationship between
brothers."

CEO, Involved second generation family member, Company A

"We decide about the family in the family business council. We
decided that sons in law and sisters in law should not enter the
business and we should try to keep it between us. There is great
worry about their involvement into the business."

MD, Involved third generation family member, Company A

5.3.4 Shared Investments policy

The findings of this research indicate that in successful family businesses,
possible business opportunities are primarily offered to family members.
Presenting business opportunities to family members before offering them to
others increases the level of trust between family members. Carlock and
Ward (2010) claim that such sharing of investment opportunities within the

family is so widespread in successful family businesses that it seems almost
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natural. It demonstrates commitment of the family members to each other.
This policy relates to the disclosure and transparency discussed earlier in
(5.3.2).

According to Ward (2004), trust among family members is enhanced by the
sharing of investment opportunities with one another. When one sibling tells
the other family members about an excellent investment opportunity he/she
has come across, he/she displays generosity of spirit and the attitude that
he/she is looking out for the best interests of the whole family. It reinforces
the spirit of being a family in an enterprise together. It does not, however,
mean that family members must participate even if they do not want to or

cannot afford it.

"If a family member wants to start a business other than the current
business, he firstly shares the idea with other family members to give
them a share, if they are willing to do so they purchase the share from
their own money not from the business."

MD, Involved third generation family member, Company A

This section defined the appropriate policies for forming and supporting
governance as revealed by family members. The next section will expand on
leadership style as the third sub category derived from the data.

5.4 Implementation of Leadership in Multi-generational family
businesses

This research revealed leadership as an important issue in the success of
family businesses, based on the participants’ views. In order to have
sustainable governance, family businesses need to adopt clear and
successful leadership in order to overcome transitional issues. The
development of top management teams to handle the competitive business
environment has been well considered in different literature (Hambrick, 1981;
Hambrick and Mason, 1984; Haleblian and Finkelstein, 1993). Passing the

family business to another generation, potentially with several members
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involved in the leadership, is an extremely crucial issue. Sharma et al. (2007)
define the leadership succession process as passing of leadership from one
family member to another when the individuals belong to different
generations. It is one of the most difficult challenges to transfer family
members’ shares, management, ownership and leadership on to several

next generation family members (Aronoff, 1998).

The findings of this research indicate that resistance to change, failure to
release control and confusion in reporting all create conflicts among family
members in family businesses. Reporting confusion occurs when there is
more than one leader and employees find it difficult to respond to multiple
family members at the top of a company. This situation causes conflict
between family members as well. According to Nkut (2011), family members
should clearly describe responsibility for different areas of the firm. The
following quotes indicate the existence of leadership conflicts in the

participating family businesses.

"...sometimes the hajagha’s (founder) sons asked me to do something
different than what the hajagha (founder) had already told us. It
confused me, as if we took one order the other side would be angry
aboutus..."

Involved Non-family manager, Company B

"... The young generation always complain about the older
generation’s decisions; if father made a decision or did not take that
way or did not trust that person, we would have had a better position
than now. In fact the success of the founder of the business after a
while will not be seen by the young generations as trust will be falling
apart between family members...."

MD, Involved second generation family member, Company G

In the first generation, the founder, as an entrepreneur, is the most important
person, with sole decision making authority. The founder therefore has the
most responsibility for the continuity of the family business (Barnes and
Hershon, 1989). Dyer (1988) found that in the first generation family firms
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are more centralised in their decision-making compared to the next
generations. This kind of sole decision making was clearly apparent among

the interviewed family businesses.

"Iranian culture required the young generation to follow their elders
and especially to have a holy respect for the father. So father was the
person who made the decisions and decided about family and
business together. So in that culture we had to obey and follow the
father’s decisions. In Iranian culture at the time, young people could
never question their elders’ decisions; they are the boss in the family
and in the business. Despite whether they make good decisions or
bad decisions, they are the boss. Respect is so important among
families in Iran."

MD, Involved second generation family member, Company G

“In the times when father was alive, no one asked any questions. We
did not have any problem, whatever Father said or asked we did.
Whatever he wanted us to sign we signed without reading. Before he
died nobody said ‘| am a shareholder here’. Everybody believed that
these were father's gains and this belonged to our father, and then he
gave us some shares so nobody asked for anything when he was
alive. "

MD, Involved second generation family member, Company F

"My father, as an entrepreneurial man, is the head of the family and is
the reference in the business as well. The whole of Iran in this
business admires my father, why shouldn't I? Whoever has a problem
comes and consults with him, even in the business. His high level of
trust and good reputation in the business is a kind of encouragement
for me to join the business. "

MD, Involved second generation family member, Company D

"...the father, as the head of the family and business, is the person
who can manage the conflicts between family members (After him,
mother or older son), But definitely it was my father who made the
final decision. | mean the Director or the CEO js always the judge in
such disagreements."
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MD, Involved second generation family member, Company B

As the young generation becomes involved in the business and gains
experience, this leadership structure of sole decision making needs to
change. This kind of change is difficult, especially in Iranian family
businesses, where there is such a high level of respect for elders, especially
fathers. As mentioned earlier, the other family members should participate in
making decisions for the family business. Therefore the leadership style
needs to change to one of participative leadership in moving toward
succession of the family business. Nkut (2011) defines "Democratic
leadership" or "Participative leadership" in family businesses as invitation of
other members of the team to contribute to the decision-making process
before the final decision is made by the family leader. This not only increases
team working, quality of decisions and job satisfaction by involving family
members in what's going on, but it also helps to resolve the issues (Ward,
2004). Hence, this kind of leadership of family businesses is suggested by

this research as it supports continuity of family businesses.

"...It is better that such decisions are taken in family member
meetings to avoid any possible hurt to the family and business rather
than just one person being responsible for everything. This factor has
a great role in successful transition in the future. It protects the family
and the business and the family relationships..."

MD, Involved second generation family member, Company B

"Working in the business, encouragement, being shareholders and
keeping the decisions within the council, forgiveness, keeping the
family are the key factors in ftransition of the business to the next
generation."”

CEO, Involved first generation family member, Company G

"as my father created such a culture to leave such decisions to elders
and to the sons."
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MD, Involved second generation family member, Company F

"Everyone has a vote and in family business council we sit together,
speak, and take a vote and then everybody has to obey, even though
they might not be happy with the decision. It's not the father who
makes the final decision but he is the founder of the business and the
family head so his vote counts double compared to others and we all
rely on him but the decision is made based on the vote of every family
member in the business. "

MD, Involved second generation family member, Company D

"He came once a day and sat with me and discussed with me the
situation and asked me for a report, as CEO, but he never gave me
strong orders to do or not to do something, mostly some kind of
advice."”

MD, Involved second generation family member, Company F

"On the first day that they were involved in the business, they did not
know that they had joined the business. | did include them in the
family business with this aim of achieving more power and success
with their involvement in the future: ‘one hand does not make sound
they join to make one bigger sound’™.

CEO, Involved first generation family member, Company B

"I decided to guide them, direct them and speak with them and at the
end | covered them and supported their ideas so they could
understand the situation and come out with a good result. | was on my
children’s side and guided them in order to pass and overcome the

problems.”
CEO, Involved first generation family member, Company B

"On the other hand | collected different ideas and tried to derive
something out of it close to everybody's ideas and useful for the
business and family (draws a new idea out of it).."

CEO, Involved first generation family member, Company B
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The findings of this research revealed that decisions are made by a single
leader in the first generation. The second generation need exposure to the
business and to gain education and experience before the senior leaders will
accept their ideas in the business. Therefore, leadership transition is a
process of transferring knowledge and experience of the business to the
younger generation through time. Cater and Justis (2010) proposed a four
stage model which presents a gradual role reversal process between the
senior family leaders and the successor generation leaders which can be
summarised as follows: In stage one, the incumbents are seen to be
unchallenged leaders of family firms, and the successors are students of the
business, either in high school or college, and working part-time in the
business. In stage two, incumbents are seen as rulers and the successors as
helpers. In stage three, the incumbents develop as supervisors and the
successors as managers. In stage four, the incumbents become consultants
and the successors become leaders. The leadership pattern in different
generations in the current research support such a stage model, as can be

seen from the following quotes:

"I do teach them item by item and issue by issue. If they listen to me
they will not regret and have not regretted so far by listening to me,
unless one of them has not listened to my ideas and comments and
just acted on his own."

CEO, Involved first generation family member, Company B

"The members sit together and exchange ideas to find a solution. But |
don't think it affects the family relationships."
MD, Involved second generation family member, Company B

"I learnt many things in business from my father, also | might be the
first generation in producing materials for the packing industry but |
am the second generation in the business because my father first
published the letterhead for our family"”

CEO, Involved second generation family member, Company C
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"As the time passed the family members learnt how to do the business
so after a while they wanted to participate in decision making."

CEOQ, Involved first generation family member, Company G

5.5 Connection between participative commitment and sustaining

governance

The findings of this study indicate that involvement of young family members
in the business is one of the most important elements in sustainability of
family businesses. They should be educated, empowered and supported by
senior family members. The findings also advocate that young family
members need to feel commitment to their involvement in the family
business, support it and participate in its activities. It was also found that
senior family members should begin to implant such commitment and good
feelings towards the family business and their involvement in it in young
family members' minds from childhood. Organisational governance is
important to maximising the family members' contribution to the
organisation’s goals. Organisations that encourage appropriate participation
make better decisions and the decisions receive greater support (Zahra et
al., 2004; Karatas-Ozkan et al., 2011) Therefore, participative commitment

supports family members' involvement in the business.

Family businesses require planning in order to manage conflicts between
family members. If family members contribute to the planning process, the
plans are more likely to be supported by family members and therefore more
likely to be successful. It is also mentioned by Carlock and Ward (2010) that
such participation will result in better quality plans. Therefore, senior family
members should invite family members to participate in the planning
process. On the other hand, young family members need to develop the

necessary commitment in order to contribute to this process.
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Making clear policies in order to implement the plans of the family business
and reduce conflicts between family members was another finding of this
research. Family members should be actively involved in the family business
and contribute to making such policies. Senior family members should also
invite younger family members to engage in their discussions. The more
family members are involved in policy making meetings the more support the
policies will have from those family members. Furthermore, family members
should feel committed and comfortable in participating in meetings, as
participative commitment will support family members’ contributions to policy

making.

Sustainability of a family business also entails passing on leadership
ownership and management of the company to the new generations. The
founder has the main responsibility for the continuity of the family business
(Barnes and Hershon, 1989). Sharma at al. (2007) define the leadership
succession process as passing of leadership from one family member to
another when the individuals belong to different generations. The leadership
transition process needs to prepare family members to take on the
responsibilities of the family business. Senior family members need to be
committed to planning to pass the leadership of the business to the next
generation. On the other hand, the new generation should be committed to
participating in the transition process and taking on the responsibility of

leadership of the family business.

The findings of this research support this idea of active family members
participating in the decision making process. It is very important that family
members understand that they need to sit together and make decisions
about how the ever changing environment is affecting the family business as,
according to Ward (2004), not everything can be planned in advance.
Carlock and Ward (2010) state that highly committed family members are
able to sit down together and make decisions and also mentor younger
generations so that they are able to learn how to resolve issues. Such
commitment and participation in making decisions and resolving issues in an

ever-changing situation will support the sustainability of family businesses.
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According to the data of this research, family members should be committed
to preparing the younger generation for leadership of the family business.
Successors need thorough training programmes to acquire firm specific
knowledge and to develop their capabilities (Morris et al., 1997). They also
need guidance and education from mentors, which may begin informally
around family dinners and gatherings (Dyer, 1986). Training in leadership,
commitment, integrity, mutual respect has been defined as the most
important factor in developing successful leadership of succession of family
businesses (Cabrera-Suarez, 2004; Chrisman et al., 1998; Dyck et al., 2002;
Astrachan and Jaskiewcz, 2008; Nordqvist, 2012). Therefore, commitment to
preparing the younger generation for leadership responsibilities increases

the family business’s chances of sustainability.

5.6 Summary

This Chapter defined and discussed Sustaining Governance as the first
theme of this research. Sustaining governance is defined as controlling the
family and business, improving business performance, managing family
members' expectations and passing on leadership. The essence of the
planning process is setting goals and describing actions to achieve those
goals. Family businesses need constantly to develop and adapt policies and
plans if they wish to remain healthy and sustainable. Sustaining governance
creates an excellent opportunity for family members to think and programme
to resolve major issues in the family business. Through sustaining
governance, the family and management can minimise common minor
issues and consider larger, more abstract issues (Ward, 2004). Therefore,
sustaining governance in terms of this research is the process of controlling
and minimising possible conflicts among family members which is necessary

for family business continuity.

Planning enables a family to identify policies and programmes to reflect their
changing values and allow them to create a new vision of the future. Through

planning, family members can build a common understanding of business
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and family goals. Additionally, as the family grows and family members
become more mature, sustaining governance addresses the changing family

relationships and changing agendas.

As revealed in this chapter sustaining governance helps family members and
management to understand the critical factors for family business continuity
(Carlock and Ward, 2010). It also provides a foundation for coordinating,
directing and controlling the activities of the business. These goals have
special meaning for a business family concerned about dealing with the
additional challenges of management and ownership succession while

maintaining family relationships.
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Chapter 6: Sustaining Trust

6.1 Introduction

This chapter will expand on Theme 2, i.e. ‘sustaining trust’, which emerged
from the data. The aim of the chapter is to show and clarify the views of
participants on the role of trust in achieving sustainability of family

businesses.

As explained in Chapter 4, the findings of this thesis represent that the
continuity of family businesses is a process that encompasses three themes.
The first theme (Sustaining governance) represents a legal structure of
resolving issues and managing family members’ expectations, as explained
in chapter 5. The second theme, which is shown in red colour in figure 4.10,
is 'Family Trust'. This theme relates to the role of trust in sustainability of
family businesses, as presented in the continuity process model (Figures 4.9
and 4.10).The third theme, ‘family integration’, will be discussed in chapter 7.

This chapter will discuss the categories and sub-categories relevant to
'Sustaining Trust' as the second theme of this research (as shown in Figure
4.9, discussed in Chapter 4). It will be shown how each category and sub-
category is related to the initiation of trust between family members in the
first and second generations, and therefore contributes to continuity of family

businesses to the next generation.

The next section starts with the definition of trust in family businesses and
continues by explaining how to build and sustain trust in family businesses.
Then the notion of commitment and process of resolving issues will be
considered as other important factors in creating and sustaining trust in
family businesses. Next, the benefits of sustaining trust to maintaining a
successful family business will be explained, and finally, the chapter will

discuss the relationship between family trust and participative commitment.
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6.2 Definition of Trust in relation to family businesses

A unique strength of family businesses is trust. Family business owners seek
to create trust within their organisations and in their business transactions
outside the company. Trust in relation to family businesses means the value
of the stability, trustworthiness, and-long-range orientation that being private
can provide (Clark and Payne, 2006). Trust is viewed as a fundamental
element for the competitiveness of family businesses (Ward, 2004). This
chapter discusses the definition and characteristics of trust between family
members, especially in rélation to Iranian family businesses, as well as
challenges which can obstruct and damage the formation and existence of

trust among family members.

As the findings of this research revealed, trust is very important to the
sustainability of family businesses. Trust relates to a person’s belief that
individuals with whom they have relationships will make honest efforts to
support their commitment and will not abuse the provided opportunity
(Rousseau, Sitkin, Burt & Camerer, 1998). Trust is very important in family
businesses as their existence goes beyond economic justification. Trust
"often represents a fundamental basis for cooperation" and is a source of
competitive advantage for family businesses (Steier, 2001). Trust enables
cooperation; promotes network relationships; reduces harmful conflict;
decreases transaction costs; and facilitates the effective functioning of
groups and effective responses to crises (Rousseau et al., 1998). A business
family creates trust when it works together to plan or solve a problem about
hard issues. Fairly developing family rules and then applying them among
family members builds trust (Sundaramurthy, 2008). Therefore, trust plays an

important role in family businesses.

Family businesses benefit from a high level of trust among family members
from the beginning, in the form of Interpersonal Trust. Interpersonal trust
takes a remarkable amount of time to build among strangers and typically
this requires extended periods of repeated interactions. Family firms begin
with this deep level of trust because the family is a common identifying factor
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(Sundaramurthy, 2008). Shared history, experience, identity, rituals and
realities serve as a critical attachment mechanism fostering interpersonal
trust (Gersick et al., 1997). The immediate access to these deep levels of
interpersonal trust among family members has significant implications in that
they often contribute capital and other resources on the basis of this trust
(Aldrich & Cliff, 2003; James, 1999; Sanders & Nee, 1996; Hurley, 2006).

Consequently, trust is one of the unique strengths of family businesses.
Family business owners seek to create trust inside their organisations and in
their business dealings outside the company. Therefore, they build
businesses that depend on trust. Trust is at an interpersonal level in the early
stages of a family business and reaches a competence level as the family
business grows (Sundaramurthy, 2008). The next section explains the nature
of interpersonal trust and competence trust that exist in family businesses

and how these contribute to formation of a trust mechanism.

The findings of this research suggest that family businesses benefit from a
level of trust that is sufficiently high for every family member to be invited to
work in the business or be willing to work in the family business in some way.
Family businesses, particularly in the early stages, are represented as “high
trust” organisations where trust is interpersonal (Corbetta & Salvato, 2004).
Interpersonal trust, among members of the family, is based on kinship,
familiarity, commonality of personal characteristics, history and extended
periods of experience (Carney, 2005; Kets de Vries, 1993; Bachmann, 1998;
Steward, 2003; Clark and Payne, 2006). The following quotes demonstrate
the existence of a strong level of interpersonal trust in the early stages

among the participating family businesses.

"I might say, there needed to be a trustworthy person in the sales
department close to the owner and management as it was the heart of
the company... "

MD, Involved second generation family member, Company B
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"My father never asked me any questions after | had been assigned
as managing director. He always said it is you and your job and do it
in your way. He never interfered in my decisions, as he trusted me."

MD, Involved second generation family member, Company F

“...no one could be more trustworthy than her to me so | left the
financial department to her..."”

MD, Involved second generation family member, Company F

The findings of this research indicate that this strong level of trust among
family members may not be sustained as the family business develops and
more family members join the business. As family businesses face lots of
conflicts, family trust may be damaged over time. Unfortunately, it happens
in family businesses that what was very robust trust in the early stages is
replaced by an atmosphere of fragile trust (Steier, 2001, p. 353). Therefore,
as the following second and third generation quotes demonstrate, this
damage to initial trust, caused by conflicts, can affect the sustainability of

family businesses.

"The young generation always complain about the older generation’s
decisions; if he did that or did not do that or did not trust that person,
we would have had a different position than now. In fact the success
of the founder of the business after a while will not be seen by the
young generations as that trust will be falling apart between family
members. In other words, as the older generation does not trust the
younger generation, after that the younger generation will lose their
enthusiasm for participating in the business and lose their trust of the
founder and not see the founder’s success anymore."

MD, Involved second generation family member, Company E

"My father never wants to give us freedom. He does not trust me and
does not give me money to start my own business. | also do not want

to work with him..."
Non-Involved second generation family member, Company B
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"Sometimes my father did not value my decisions and ideas, which
made me angry as | was full of new ideas and knew my job, but at the
end of the day | understood that his decision was better than mine as
he was more experienced than me."

MD, Involved second generation family member, Company D

"As mentioned before we prefer to keep the business inside the
family, with a determined share for everyone."

MD, Involved third generation family member, Company A

Family businesses need to build and keep the trust between family members
in order to survive to the next generation. The businesses that build and
sustain constant trust have a better chance to survive longer (LaChapelle &
Barnes, 1998; Gersick, Davis, Hampton & Lansberg, 1997). Therefore, long
term trust is vital to family businesses in surviving the transition to the next

generation.

"If family members trust each other and forgive each other, the
business becomes more successful and profits will rise as
well....(Close family relationships) and trust are key reasons that we
have come so far. None of the younger family members have asked,

‘what have you done in the business?’ They trust us and respect us."

CEO, Involved second generation family member, Company A

"l do teach them item by item and issue by issue. If they listen to me
they will not regret and have not regretted so far by listening to me,
unless one of them has not listened to my ideas and comments and
just acted on his own."

MD, Involved second generation family member, Company B

It is revealed by this thesis that in Iran individual family members, especially
in the first generation, make sacrifices to support the business. Family
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members are willing to commit, “even to the point of self-sacrifice” in the
name of the general family welfare” (Gersick et al., 1997). Such contributions
provide the family business with what Barney and Hansen (1994) call “strong
form trust,” which is rare and is a source of comparative advantage.
Consequently, the high level of interpersonal trust within Iranian family
businesses makes members willing to work very hard and make sacrifices to

support family and business, as is indicated by the following quotes.

"My father worked hard and built up the infrastructure of the family
business so we have to follow it up."
MD, Involved second generation family member, Company D

"...he (Father) has been working so hard during his working years with
minimum facilities, which were hard and valuable experiences, so he
does see what we can't see..."

MD, Involved second generation family member, Company D

"...I was working so hard, | can remember | was involved more in the
sales department; | can remember | was in the office and doing the
sales stuff with one of my colleagues at 11pm on New Year s Eve."

MD, Involved second generation family member, Company B

However, the findings of this research suggest that, apart from having a
positive impact on family businesses, interpersonal trust can have a dark
side, in the form of "blind" trust. While interpersonal trust can reduce anxiety,
it may lead to blind trust in the leaders of tightly joined groups such as family
businesses (Janis, 1982). Blind trust eventually erodes the quality of
decisions and negatively affects the ability of the family firm to compete in
the market, or can create legal threats for the family business
(Sundaramurthy, 2008). The following quotes demonstrate the dark side of

interpersonal trust which can damage the continuity of family businesses.
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"My father was unhappy about my brother when he was not
successful in his position in the business but did not tell him about his
strong disagreement; somehow he stopped himself."

MD, Involved second generation family member, Company B

"I am not against giving away my authority, | would say this authority
on doing business should be managed and controlled. The young
family members may make wrong decisions. Every wrong decision
threatens the business and threatens the family as well, because the
family members are involved in the business and are doing the
business. Each threat to the family threatens the business as well. If
anything wrong happens in the business, especially toward the state
authorities, it puts the family and business in danger."

MD, Involved second generation family member, Company B

"... | decided to guide the young members, direct them and speak with
them and at the end | covered them and supported their ideas so they
could understand the situation and came out with good results. | was
on my children’s side and guided them in order to pass and overcome
the problems."

CEO, Involved first generation family member (Founder), Company B

As discussed earlier, overdependence on interpersonal trust can pose

problems. This research has identified necessary elements for sustaining

trust, which can be used to create a 'trust mechanism' for building and

sustaining trust in Iranian family businesses. These elements of long lasting

trust will be discussed in the next section.

6.3 Sustaining Trust Mechanism

As mentioned earlier, trust is a critical source of competitive advantage for

family firms and yet the initial trust embedded in the family firm is often

eroded by conflict and turmoil; hence, it is important to understand how this

resource can be sustained and nourished. In particular, openness to outside
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influence, clear and transparent rules and policies, strong communication,
respect the challenge, respect for family members, appeasement and
forgiveness can build system trust and reinforce interpersonal trust,
respectively. The last four elements constitute specific findings of this
research in relation to Iranian family businesses. These components of the
trust mechanism reinforce trust through generations and support the
sustainability of the family firm and will be therefore discussed in detail in the

following sub-sections.

6.3.1 Making clear Policies

The findings of this research suggest that having clear policies enhances
trust among family businesses. As the family business grows, interpersonal
trust cannot be sustained without confidence in the system that governs key
interpersonal exchanges. Traditions and formal rules contribute to a higher
level of reliability among family members (Jurinski & Zwick, 2001).
Furthermore, as mentioned in chapter 5 (5.3, p170), successful family
businesses recognise predictable family involvement issues and therefore
are able to deal with them before they have an impact at a personal level
(Ward, 2004). Constructing clear policies enables family members to
discover what is important to them as a family and what is important to them
as individuals. Clear policies allow for the integration of family values within
clear boundaries, and help establish and sustain trust in the family business
(Galford & Seibold, 2003). Clear policies can reduce role ambiguity, manage
expectations of family members and those of employees, and produce trust
in the system (Jurinski & Zwick, 2001). As mentioned in chapter 5, decision
making policy, shared investment policy, dividend policy, promotion policy,
employment policy and compensation policy are all important to Iranian
family businesses. Therefore, successful family businesses make clear
policies which enhance trust in family businesses among the family

members, as indicated by the following quotes.

“Family members have priority if there is a job vacancy, if they want it.
If a family member wants to start a business other than the current
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business, he firstly shares the idea with other family members to give
them a share. If they are willing to do so they purchase the share from
their own money, not from the business."

MD, Involved third generation family member, Company A

"As | mentioned earlier everything is clear in the business between
family members. For instance, everything is based on family
members’ shares. The family members get paid based on their jobs if
they work within the company and receive their share dividend every
year. If they withdraw more than they are supposed to, they have to
return it"

MD, Involved third generation family member, Company A

"We make decisions in our council and | accept their ideas; even if |
am not in agreement with them, | have to accept."

MD, Involved first generation family member (founder), Company F

Consequently, if interpersonal trust is not supported with structures and
policies, it is not likely to be sustained in the long term. Therefore, successful
family businesses build on interpersonal trust by making clear policies that
enable family members to discover what is important to them as a family and
what is important to them as individuals. The next part explains
‘communication’ as another element of the 'sustaining trust mechanism' for

Iranian family businesses.

6.3.2 Communication

According to the findings of this research, as family businesses grow beyond
one generation, higher quality communication is required in order to maintain
interpersonal trust. Otherwise, as family businesses mature, interpersonal
trust may be weakened by the involvement of following generations
(Sundaramurthy, 2008; Hurley, 2006). As the business turns over from one
generation to the other, the firm's new leadership can strengthen family trust
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by means of open, honest and consistent communication (Ward, 2004).
Such communication facilitates the movement of information among the
various parties, and knowledge that is central for producing trust within the
family business (Das & Teng, 1998; Whitener, Brodt, Korsgaard & Werner,
1998). Good communication among stakeholders is fundamental to effective
and fair processes or justice within a family business (Heyden, Blondel and
Carlock, 2005), and therefore communication plays an important role in

building sustainable trust in family businesses.

The findings of this research identify family visits, family meetings and board
meetings as the most popular formal methods of communication in Iranian
family businesses. Family meetings, councils and assemblies are systematic
communication forums that enhance interpersonal trust as the family
business grows (Poza, Alfred & Maheshawi, 1997).These meetings can
serve multiple purposes: to share family information, maintain relationships
and help small shareholders feel a valued part of the family business.
Shareholder meetings can impart a strong sense of ownership to family
members as well (Sundaramurthy, 2008). Therefore, systematic
communication forums are crucial for enhancing and sustaining trust, as is

exemplified by the following quotes from the participating family businesses.

"We discuss and within the family council we make decisions. But it
does not affect the family. "
CEO, Second Generation Family member, Company A

"Apart from board meetings and family council meetings, we have a
family gathering at least once a year, with every family member
coming to the gathering".

CEO, Second Generation Family member, Company A

"Nowadays they each run their section and just report to me and we
make decisions in our council and my brother accepts the members’
ideas; even if he is not in agreement with them he has to accept.”

CEO, Involved first generation family member, Company G
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"I have been in a council meeting once, with the board members and
managing directors in the business meeting. In the meeting one of the
young family members involved in the business was suggesting his
ideas and the rest of the family business council were listening and
the final decision was made after his suggestions."

Non- Involved third generation family member, Company A

“...everyone has a vote and in family business council we sit together,
speak, take a vote, and then everybody has to obey, even though they
might not agree.”

MD, Involved second generation family member, Company F

"We discuss any issue, it's very simple, as we are working in the same
place we just sit in an office, speak and make a decision about the
issue and everybody gets back to work."

MD, Involved second generation family member, Company D

Therefore, strong effective formal communication structures are critical in
developing shared understandings about the family business among new
family business members and those that are not actively engaged in the
business. Collective identity and interpersonal trust can be strengthened by
strong communication among family members. The next section explains
transparency as another element of creating a 'sustaining trust mechanism'

in family businesses.

6.3.3 Open Disclosure/ Transparency

This research proposes that family members in successful family businesses
should share full and open disclosure with one another as this enhances
trust. Successful family businesses understand the need for openness in
their children’s generation and encourage it by disclosure of everything

affecting the family members, especially compensation and dividends (Ward,
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2004). This research found that within the participating lranian family
businesses open disclosure enhances trust and thereby supports long term
trust. This factor was not mentioned by first and second generation family
members but only found in the third generation family businesses.

"We face different issues but maybe less than others as everything is
clear between family members in the business"

MD, Involved third generation family member, Company A

“In our family, there is transparency. Everything is clear. Members
shares, gaining income and everything are clear. If | take 1KG
Pistachios home it should be put in my personal account. If there is
transparency and accountability between family members most of the
problems will be resolved. Shares dividend is apart from working in
the business. If family members are working in the business we pay
them salaries even higher than those of outside managers, to
encourage them and their dividend is different."

CEO, Second Generation Family member, Company A

"... Family members receive their dividend if they need that at the end
of fiscal year."

CEOQO, Second Generation Family member, Company A

‘Compensation' and 'outside investment' opportunities, as two aspects of

open disclosure, will now be explored.

i) Compensation

The findings of this research suggest that the family business founder, while
he/she is in control, should be open with all the children about what each
child is earning, in order to enhance the level of trust. The founder-parent
should encourage siblings to begin from a very early age to create
sustainable trust in one another by being open, sharing, vulnerable, honest,
and forthright. When everyone has the information, no one is guessing at it
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or making an issue of it (Carlock and Ward, 2010). It will also stop spouses
or in-laws raising unequal earnings complaints and comparing family
members' earnings (Sundaramurthy, 2008). Therefore, being open on
earnings of family members maintains trust among family members and
thereby prevents possible conflicts that may arise through pay discrimination

within the same family.

"As | mentioned earlier, everything is clear in the business between
family members. For instance, everything is based on family
members' shares. The family members get paid based on their jobs if
they work within the company and receive their share dividend every
year. If they withdraw more than they are supposed to, they have to
return it. These are such values as we keep. Family members have
priority if there is a job vacancy, if they want it"

MD, Involved third generation family member, Company A

"I think making the financial issues clear between family members,
keeping the Family United, and by forgiveness, we have faced and
overcome the family issues so far and | think these factors have a key
role in overcoming the issues."

MD, Involved third generation family member, Company A

"My father never asked me, ‘how much is your income from there?
How much do you spend for yourself? Sometimes some questions
arise, when you are brother and sister you solve it between
yourselves but with non-immediate family members (Son in law or
daughter in law) it might be treated differently and cause a problem."

MD, Involved second generation family member, Company F

'‘Outside investment opportunities’, as the second area of open disclosure

transparency required for sustaining trust, is discussed next.

ii) Outside Investment Opportunities

This research also suggests that it is essential for siblings in family

businesses to share information with one another about investment

201



opportunities they come across and about their own personal investments.
Making the family members aware of investment opportunities indicates
evidence of commitment to the family and can be considered as a trust-
building dimension in the family business (Sundaramurthy, 2008).
Furthermore, such open discussion of personal investments keeps everyone
informed in the event that an investment affects the business (Ward, 2004).
Therefore, transparency on outside investments increases the level of trust
among family members. The following quotes demonstrate the sharing of
investment opportunities between family members as an open disclosure
element which enhances trust. This finding did not emerge in the first and

second generation interviews.

"If a family member wants to start a business other than the current
business, he firstly shares the idea with other family members, if they
are willing to do so they participate in that business from their own
money not business money..."

MD, Involved third generation family member, Company A

"...The business then expanded into different food companies but still
my uncles and my father are working together. Actually every
business they started after that they share together and run
together... "

Non-involved third generation family member, Company A

The finding of this research is that family members can support each other
on investments, or the family council may support them on such
opportunities for funding from their dividend (Ward, 2004). There is, however,
no compulsion for family members to participate in investments against their
will or if they cannot afford it. Therefore, the spirit of being involved in a
family enterprise together and sharing investment opportunities
enthusiastically sustains the trust which is essential for continuity of family
businesses. The following quote suggests that successful family businesses
should support their members financially if they need money to fund

investment opportunities.
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"We have a family account. If a family member needs money we will
give him/her it and keep it in the book under his/her name. At the end
of the fiscal year, each company announces its profit to the family
account (Mother company) then it is divided between family members
based on their shares. We try not to let money cause issues among
family members."

CEO, Second Generation Family member, Company A

6.3.4 Process of resolving issues

The finding of this research proposes that successful family businesses see
conflicts, different ideas and generational issues as opportunities to build
competitive advantage. Successful family businesses see conflicts among
family members as something that makes them stronger (Ward, 2004).
Successful family businesses combine the experience of senior managers
and the new ideas of new generation family members to create a competitive
advantage (Carlock and Ward, 2010). Therefore, successful family
businesses consider conflict as an opportunity to resolve issues and
synergise the family business capability by combining new members' ideas
and old members' experiences, as the following quotes illustrate:

“... | collected different ideas of my sons and tried to derive something
out of it close to every body's ideas and useful for the business and
family (brings a new idea out of it). .."

CEO, Involved first generation family member (Founder), Company B

"So Elderly experience plus new generation ideas will lead to success.
The young generation are up to date and full of energy, more
importantly they have time to experience new things."

MD, Involved second generation family member, Company E
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"Parents have an attitude and think for the last 60 years but the young
generations have new thinking, up-to-date, as a 20 year old person so
such a conflict is common."

CEO, Involved first generation family member (Founder), Company B

Results of this thesis indicate that successful family businesses resolve
internal issues by participating in closed meetings. As the family business
grows and more family members enter into the business so the potential for
conflict rises. Not everything can be planned for in the business. Successful
family businesses have a kind of mechanism to sit together, discuss the
issues and make decisions about them (Carlock and Ward, 2010). They
understand there will be conflict but they try to keep it within the family
members, talk about it and resolve it among themselves. Therefore,
resolving issues in family businesses should be considered as a continuous
process and the process of mitigating and making decision results in

sustaining trust as an element of family business sustainability.

"Each child has his own character, one can be more aggressive, and
the other might be calmer. It cannot be resolved and treated the same
as they are different like the five fingers of one hand. | tried to be
patient and resolve the issues."

CEO, Involved first generation family member (Founder), Company B
"Yes there has been conflict but they resolve it between themselves
and almost no one feels it outside."

Manager, Involved non-first member, Company B

"Yes of course (there are issues), but my father and us kept it
between us and tried to sort it out between ourselves."

MD, Involved second generation family member, Company F

"We have kept it between us and tried to resolve the issue among the
family members by discussing it."

MD, Involved second generation family member, Company F
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"Always discussion and disagreement have been behind closed doors
and never leaked outside."

MD, Involved second generation family member, Company D

Consequently, it is necessary for family members to discuss and resolve
their issues in their private meetings which give more flexibility in resolving
issues and help the family members to maintain their unity and thereby
support sustaining trust. The benefits of sustaining trust will be discussed in

the next section.

6.4 Benefits of Sustaining Trust

Chapter 4 having identified sustaining trust as an important factor in the
continuity of family businesses, the main benefits of trust, namely 'Sharing
information and knowledge', 'reducing resistance to change', 'business
involvement', will now be discussed in more detail. The next section (6.4.1)

will first clarify 'sharing information and knowledge'.

6.4.1 Sharing Information and knowledge

As discussed in the previous chapter (section, 5.2.1), the senior generation
needs the younger generation to be involved in the family business, in order
to transfer knowledge of the company to them. Trust has been determined as
one of the several prerequisites of knowledge sharing (McNeish and Mann,
2010). Knowledge sharing has been conceptualised as the willingness
of individuals in an organisation to share with others the knowledge they
have acquired or created (Gibbert and Kraus, 2002). Trust is regarded as
important in the sharing of knowledge (Davenport and Prusak, 1998)
because it is an antecedent and a consequence of knowledge sharing
(McNeish and Mann, 2010). Consequently, trust is an important element
in the process of senior leaders involving family members in the
business and passing on their knowledge of the business to them. The
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following quotes illustrate how knowledge sharing based on trust occurs

in Iranian family businesses.

"We wanted to involve the children of family members and to: 1)
transfer our experience to the young generation, 2) train an
administrative arm for ourselves in the business. Based on the training
and the ownership feelings based on the share they had."

CEO, Second Generation Family member, Company A

"My father asked me to work in the factory to understand the
atmosphere and the problems with production and machinery that a
manager may face in the business. My father always says you should
learn the workers’ jobs."

MD, Involved second generation family member, Company D

The next sub-section will explain how sustaining trust in the family business
can reduce resistance to change among family members, especially among

the senior generation.
6.4.2 Reducing resistance to change

This research has identified that lack of trust increases conflict among family
members, thereby resulting in delayed and bad decisions. Trust facilitates
quick and effective decision making because stakeholders are less
concerned about defending their positions or protecting personal interests
(Sundaramurthy, 2008). Instead of going through the layers of decision
making (in public companies), based on the trust that exists among family
members, decisions can be made on the spot, to take advantage of good
opportunities (Carlock and Ward, 2010). Therefore, trust enables family
businesses to make quicker decisions and reduces the conflicts caused by
environmental impact and change, as is demonstrated by the following

quotes.

“...I (senior managers) might ask them about their (other family
members) ideas about major decisions regarding the business. They
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propose their ideas but at the end they leave the decision making to
us..."

MD, Involved second generation family member, Company F

“I might get angry about my son’s opinions, After | calm down then |
think and | feel happy as | believe that different ideas and opposite
ideas create changes."

MD, Involved second generation family member, Company C

"...A combination of new ideas from the young generation and the
experience from the older generation is the key to success in family
businesses. There is a big need for change and the old generation
has to accept that and ask about the new generation’s ideas and
opinions and trust the new generation."

MD, Involved second generation family member, Company E

6.4.3 Family Involvement

Another finding of this research is that strong trust among family
members enhances their involvement in the business. Senior managers
in family businesses value family members' involvement in the business
because it helps the business. According to Sundaramurthy (2008), family
members' involvement increases in the presence of family trust. The
following quotes indicate that a high level of trust at different levels motivates

the children to enter into the business.

“I might say, there needed to be a trustworthy person in the sales
department close to the owner and management as it was the heart of
the company but the people there were never told or maybe | was
looking for a job and put myself forward. It did not make a big
difference for me where | joined. "

MD, Involved second generation family member, Company B
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"Children should feel that they are important for the family business so
they join the business. It increases their motivation and increases their
enthusiasm.”

CEO, Involved second generation family member, Company A

His high level of trust and good reputation in the business is a kind of
encouragement for me to join the business.

MD, Involved second generation family member, Company D

One of the benefits of sustaining trust in family businesses is that family
members become motivated to join the business and develop participative

commitment, as will be discussed in the next section.

6.5 Connection between participative commitment and family trust

As has been discussed in this chapter, family trust is a major theme
extracted from the data of this research. The relationship between
participative commitment and family trust will now be explained in more
detail.

According to the findings of this research, one of the most important
competitive advantages of family businesses is trust among family members.
Building and sustaining trust is required for the continuity of family
businesses. Committed family members should participate in developing and
maintaining trust in order to keep the family business healthy and avoid
unnecessary conflicts that could reduce its sustainability (Sundaramurthy,
2008). Therefore, participative commitment expresses family members’
commitment to and active participation in building and maintaining family

trust.

Communication is an important element of building and maihtaining the trust
that is needed between founders and family members in order to have a
successful family business through generations. Good communication,
involving sharing information and experience with the next generation,
promotes strong relationships among family members (Gersick et al., 1997;
Dyck et al., 2002). Accordingly, committed family members engage in
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transferring knowledge of the business to each other (Sundaramurthy, 2008).
This research identified family visits, family meetings and board meetings as
the main methods of communication in the participating Iranian family

businesses.

Based on the data from family members whose businesses had survived into
the third generation, open disclosure and transparency emerge as important
factors in building trust and supporting sustainability of family businesses.
The data suggest that committed family members fully expose and discuss
matters regarding payments, dividends and investment. Meanwhile, the data
also indicate that money issues and lack of transparency are the main
sources of conflict between family members, eroding trust between them
(Sundaramurthy, 2008). Therefore, participative commitment based on
transparency supports sustainability of family businesses by enhancing

family trust.

6.6 Summary

As explained in Chapter 4 and earlier in this chapter, this research identified
three themes as part of a model for a continuous process of continuity for
family businesses. As discussed throughout the chapter, the second theme,
family trust, plays an important role in the continuity of family businesses.
According to the data, trust should be supported through the generations of

the family in order to achieve sustainability of their business.

This chapter explained the nature of trust building in Iranian family
businesses and its necessity for transition of family businesses to the next

generation, based on the different views of participants.

Sustaining trust in family businesses encompasses thé values of stability,
trustworthiness, and long-range orientation that private businesses can
provide (Sundaramurthy, 2008). Trust enables cooperation, promotes

network relationships; reduces harmful conflict; decreases transaction costs;
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and facilitates the effective functioning of groups and effective responses to
crises (Rousseau et al., 1998). A business family creates trust by working
together to plan, or to solve a difficult problem, or by developing and applying

family rules in a fair and just manner.

As mentioned earlier, trust is a critical source of competitive advantage for
family firms and yet the initial trust embedded in the family firm is often
damaged by conflict and turmoil; hence, understanding how this resource
can be sustained and nourished is significant. In particular, openness to
outside influences, clear and transparent rules and policies, strong
communication, respecting challenges, have been discussed as significant

elements of the 'sustaining trust mechanism’'.

Finally, this chapter explained the benefits of sustaining trust and the
connections between participative commitment and family trust. The next
chapter will discuss the third theme of this research, namely ‘'Family

Integration'.
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Chapter 7: Family integration
7.1 Introduction

As explained in Chapter 4, this thesis considers the sustainability of family
businesses as a continuous process. Three main themes emerged in the
search conducted by this thesis for a family business sustainability model.
‘Sustaining Governance' was explained in chapter 5 and 'Family Trust' was
discussed in chapter 6. Therefore this chapter will expand on ‘family
integration' as the third theme of this research supporting continuity of family
businesses, with a focus on Iranian family businesses as my main area of

interest.

According to the findings of this research good family relationships and
family integration are very important to the continuity of family businesses. It
is unrealistic for the family to expect that siblings or cousins who have had a
troubled relationship will suddenly work together for the good of the family
and business (Bowman, 1996). One of the most important responsibilities of
senior family and management in the succession process is creating
structures to support positive relationships among family members and their
commitment and involvement in the family business (Carlock and Ward,
2010). Furthermore, family members depend on one another for their mutual
success, financial and otherwise (McCollom, 1992). The importance of
family unity to the continuity of family businesses is reflected in the following

comments by family members.

"I love to work with the family, we will keep this unity within the family,
maybe less than our uncles but we will keep it between cousins as |
see it now."

Non-Involved third generation family member, Company A

"One of the main reasons for the success of our family business is the
close family relationship that the brothers have. They support
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everybody and the family. And they start everything together so this
brings more confidence for doing business."

Non-Involved third generation family member, Company A

As discussed in chapter 5 (5.2), the survival of family firms depends on the
involvement of next generation family members. Whether as employees or
owners, their commitment and willingness is the key to the continuity of the
family firm. The involvement of family members changes the structure of
ownership in family businesses (Sharma, Chrisman and Chua, 2003; Gersick
et al. 1997), and scholars have dedicated considerable attention to
ownership transition in family businesses (Handler, 1994). This chapter will
deal with matters relating to the ownership structure of family businesses.

Understanding the relationship between family members and the family
business is the key to explaining motivation and commitment in the next
generation of owners. Therefore, given the importance of the next
generation's attitude toward involvement in the family firm, there is a need to
evaluate their relationship with the family business, and to understand better
what shapes these attitudes (Sharma, 2004). As noted by Wilson et al.
(2013), firm demographics—size, age, and industry—as well as board
characteristics can influence firm survival. Le Breton-Miller and Miller (2013)
argue that the nature of family participation in the business at the different
stages of its evolutionary life cycle has an effect on the integrity of family
members and the business. Specifically, it is a question of whether the firm
is a founder owned and run business, is owned and managed by multiple
family members after the founder has left, or whether it is run by cousins
and multiple generations from different branches of the family (Gersick,
Davis, McCollum, & Lansberg, 1997). Each of these evolutionary stages has
typical firm and family characteristics that influence the priorities of family
members owning and running the business (Le Breton-Miller and Miller
2013). The nature of ownership is relevant to family integration and therefore

to family business continuity.
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Commitment to the family business among next generation family members
has emerged as one of the key factors in effective and smooth leadership
succession (Sharma & Irving, 2005). This chapter argues that commitment
and willingness in terms of being a vital part of taking a successful family
business into the next generation can be linked back to the psychology of the
relationship between the individual and the family business system,

consisting of family, business and ownership.

Understanding how interest and commitment toward the family firm are
formed in the next generation is important because it will generate applicable
knowledge about how the bond can be strengthened. Chrisman et al. (1998)
found that the most important attributes for successors were integrity and
commitment to the business as opposed to gender or birth order. Therefore,
'‘Emotional Ownership' is the term this thesis uses to define the motives and
activities that integrate family members, supporting and guiding them
throughout their lives from childhood (Le Breton-Miller and Miller, 2013).
Parents and senior family members, especially the founder in relation to the
second generation, play the most important roles here (Carlock and Ward,
2010).

This chapter categorises the purposes of involvement into monetary and
non-monetary motives, to illustrate how family members become involved
and how their commitment in the family business is built. First, this chapter
provides an overview of monetary motives among the next generation for
involvement in the business. Second, this chapter examines emotional
ownership as a key non-monetary factor that increases involvement and
commitment among the next generation and therefore enhances family
integration. As mentioned earlier, the purpose of involvement affects the
integration of family firms and therefore affects their sustainability. This
chapter will begin by explaining the purpose of involvement to understand

how it can affect the integration of family members.
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7.2 Purpose of involvement

Additionally the survival of family firms depends on the involvement and
presence of next generation family members. The next generation's
commitment and willingness is the key to continuity of the family firm for the
owner or employee (Bjérnberg and Nicholson 2012, P.1). This research
revealed that second generation family members involve into the business
for a variety of reasons. As discussed in chapter 5 (5.2.1), this research
identified trust in family members, inheriting shares and ownership,
motivation, stock gifting, job opportunity, father asking, market growth,
business need, father figure, family reputation and respect as important
factors that motivate family members to involve into the business.
Furthermore, as mentioned earlier in this chapter, the purpose of
involvement has a significant effect on family members’ commitment and
participation, which are important factors in sustainability of family
businesses (Ward, 2004).

Having categorised purpose of involvement of family members into monetary
and non-monetary motives, the effects of these different purposes on the
ownership of family businesses and consequently on the businesses’

sustainability will now be discussed.

7.2.1 Monetary

According to the data of this research, some of the interviewed third
generation family members joined the business for monetary reasons. These
family members saw their family’s business as a better and quicker place for
their personal financial development; therefore, having considered other
options, they decided to join the family business. However, the data of this
research indicated that hardly any of the second generation family members
joined the business for monetary reasons. Carlock and Ward (2010)
indicated that second generation family members mostly join the business for

non-monetary reasons as they have been exposed to the business early in
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their lives. The following quote reflects the view of a third generation member

who joined for monetary reasons.

The most important factor in the world is Money. | have great
enthusiasm for making money. | felt that my father had experience
and could back me up and | felt if | decided to start another job |
would have to make sacrifices, spending lots of time and money. |
did an analysis for myself when | wanted to decide. But | did not
have special interest in manufacturing or this business. For me the
most important thing is to earn enough money.

MD, Involved third generation family member, Company C

7.2.2 Non-monetary

The author identified several different non-monetary reasons for family
members’ involvement in the business from analysis of the data. These
reasons were important as they motivated the family members to involve into
the business and affected their commitment to the business. On the other
side, lack of such motives put the continuity of the family business in danger.
Bjornberg and Nicholson (2012) indicate that non-financial motives are
important factors supporting the integrity of family members and hence are
emotional drivers of family business continuity. Therefore, this research

focuses on non-monetary motives.

i) Economic growth and needs

Growth in the economy and of the business was one of the main reasons for
family businesses needing their family members to be involved in the
business. Involvement based on growth in the economy has been addressed
by Carlock and Ward (2010). The Iranian government began to focus on
industrial development after the end of the Persian Gulf War in 1987.
Consequently, businesses started to grow very fast and a need arose for
family members to become involved in their families’ businesses. Meanwhile,

the population of Iran was also growing (in the 1990s the population
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exceeded 60 million, more than half of whom were aged 15 to 34 years)
(Statistical Centre of Iran, 2014). Therefore, there were many new generation
family members available to join the family businesses. The following quotes
indicate that family members joined the business at times when the economy

was growing.

"There was no specific structure or governance. We joined the
business as the business was growing and we had enthusiasm as
family members to follow our father's business"

MD, Involved second generation family member, Company D

"...We are growing fast and we are trying to open our second factory.
We do invest in Production machinery a lot and bring new European
machinery into our industry as we expect the labour force will cost a
lot in the next 5 to 10 years."

MD, Involved second generation family member, Company D

"We started 30 years ago. We started from the Aluminium service
sector of coating the aluminium profiles. My uncle and | were Partners
in the Initial business but after a while my uncle wanted to go away
from the business, although | did not agree, | had to accept that. "

CEO, Involved first generation family member, Company G
"In those days as the company was growing, father rented the next
office so the finance department moved to the new office and sales
department, import/export department and the managing director’s

office remained in the same place but the sales department became
bigger."

MD, Involved second generation family member, Company B

"It was in the period of development, in the past, it was what
everybody calls one of the best economic periods that the country has
had (1990-2000)."

CEO, Second Generation Family member, Company C
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ii) Business career

The data suggested that family members joined the business to follow their
careers as they needed to work. Family business careers provide a special
set of opportunities, rewards and challenges. Most people never see their
family members at work or directly share their career accomplishments.
Working side by side with family members, sharing success and overcoming
challenges builds a special emotional bond (Ward, 2004). The following
quotes reflect family members’ need to start their careers.

“...Family members join the business as they need to work. But they
work in the business more committed..."”

MD, Involved second generation family member, Company B

"...I was looking for a job and after considering the family business’s
positive and negative points, | then decided to join the family
business as | feel more commitment to it as well."”

MD, Involved third generation family member, Company C

iii) Emotional Ownership

The researcher also identified non-monetary reasons that indicated some
sort of powerful emotional draw toward the family business among family
members. For instance, a father figure, family reputation, trust, respect, and
the family brand name are among the non-monetary motives that draw family
members to the business. Le Breton-Miller and Miller (2014) explain that
family firms are motivated by factors other than financial objectives, whilst
Bjérnberg and Nicholson (2012) refer to non-monetary motives for joining the
family business as Emotional ownership. Moreover, Gomez-Mejia et al.
(2011) summarise that such as patriarchal duty, altruism, and pride, desire
for family harmony, political power, status, and control over wealth are all
potential non-financial reasons for involvement. Emotional ownership will be

discussed in detail later in this chapter (7.4.3). The following quotes reflect
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that family members in the participating firms became involved into the

business based on non-monetary motives.

"Not everything is for money, we do not stick to our personal benefit
all the time, and we evaluate and empower and motivate other family

members."
CEO, Second Generation Family member, Company A

"...Our father taught us that money is not everything..."

MD, Involved second generation family member, Company B

"l am doing this not for money; | mean | am in the position of doing
this as a top level manager in this industry, which is a prestigious
position, and I've never thought | might be involved in this one day. It
is a kind of prestigious social level in this industry."

CEO, Second Generation Family member, Company C

The next section discusses the family first environment, a factor that has a
major impact on the integrity of family members involved in the family

businesses.

7.3 Family first environment

This research has come to the understanding that in the early stages of
family businesses, especially at the owner-manager stage of a family firm,
the business is paramount. Everybody in the family has to make the
business their top priority; otherwise their level of commitment comes under
question. This means that the loyalty of family members is judged according
to their involvement in the business (Ward, 2004). Therefore, during this
early stage, supporting the business is the central purpose of the family
members and this focus increases the level of involvement and commitment.

This notion also may be passed on to the next generation. The following
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quotes help us to understand that the business is the centre of the universe

for the first generation.

"Our fathers worked hard and made the infrastructure of the family
business so we have to follow it up."

MD, Involved second generation family member, Company E

"My father has been working so hard during his working years, with
minimum facilities, which were hard and valuable experiences, so he
could see what we couldn't see.”

MD, Involved second' generation family member, Company D

The data of this research indicate, however, that successful business
families do not always talk about the business, but also social activities play
a role in enhancing relationships, friendship and the flow of communication
among family members, which in turn enhances family integration. Family
members need to spend social time together and it is best to leave business
concerns totally out of these family occasions. This helps to create effective
boundaries between the family and business, which is very important for
strengthening family relationships and enhancing family integrity (Ward
2004). Such social events, kept separate from the business, will increase
communication and strengthen relationships and friendships among family
members, which will enhance the level of involvement and commitment in

the family business. This notion is supported by the following data.

"My father always said that when a man comes home he should leave
all the work and outside problems behind the door and take them up
again in the morning when he is going out. He also used to say ‘home
should have a different atmosphere, it should have its privacy, and
you should be happy and should not bring the business issues inside

wm

the family’™.

MD, Involved second generation family member, Company F
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The findings of this research support that a family first environment increases
family integration and thereby increases the family’s commitment to the
business. The level of forgiveness (to be discussed later) may decrease in
the absence of such an environment. Although a business first environment
may increase the level of involvement for a period, its negative impacts
create conflict in the second generation. The family needs to understand that
protecting the family is more important than the business. This means that
the more family members there are and the more hours they work in the
business, the more their family relationships will be damaged by conflicts
(Ward, 2004). Consequently, family members should understand that the
business is not the family; the family is the family, and the more integrated

- the family, the better the chances of survival for the family and the business.

"Saving the family will save the business so keeping family
relationships is vital in keeping the business."
MD, Involved third generation family member, Company A

"We have a very close family relationship between family members.
We see each other every week and gather together with elderly family
members every week, which is a kind of family gathering...My uncles
and my father invited family members every Thursday as a family
gathering. Our homes are so close together in one alley in Shiraz. We
grew up together with my cousins. The family members are closer
than family business members. They tried to keep this in the business
as well. We are so close we even go on holiday together with my
uncles and cousins. So everybody knows that."

Non-Involved third generation family member, Company A

The data of this research imply that senior family members should show
other family members how to build family unity, family closeness, family
relationship, mutual respect and integrity. This can happen during childhood
and board meetings and family meetings. Family members in one of the
successful businesses that participated in this research indicated that their
good family relationships are supported and informed by senior members.

Children learn by example, from the basic lessons of honesty, responsibility,
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work ethic and integrity that their parents teach (Carlock and Ward 2010).
The following quotes demonstrate how family members learn family

integration from their parents and through family meetings.

"My parents taught us to be friends and brothers to each other and not
to compete with each other".

MD, Involved second generation family member, Company E

"...But at the end we are working together in the same industry,
supporting each other regarding the market, suppliers and so on.
Even if we do not agree regarding a situation or about running the
business, we do sit together, speak about it and challenge, to get the
final decision. That decision will be mandatory for the managing
director. "

MD, Involved second generation family member, Company F

"...under the management of the founder, some of the disagreements
are resolved by meetings, speaking and coming to an agreement on
resolving an issue."

MD, Involved second generation family member, Company B

The following section will explain the role of parents in implanting non-

monetary motives in family members from childhood.

7.4 Role of Parenting in Family Integration

This section touches on the participants' opinions around the effect of parents on
the next generation's attachment or detachment, and their identification with the
firm, in terms of closeness-distance. The findings of this research suggest that
the parents play a central role in their children's upbringing regarding
developing family integration. The close attachment between children and
their parents leads to the children’s identification with the family business and

increases feelings of ownership in the family business (Le Breton and Miller,
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2014). Furthermore, it is believed that if parents prepare their children for
ownership, it also enables them to take steps to avoid potential conflicts
among members, as parents' lessons infuse every aspect of ownership in the
family business (Ward, 2004). Therefore, parents need to prepare their
children to become responsible and committed supporters of the family, and

business integrity and sustainability.

7.4.1 Preparing Responsible Owners

The data of this research indicate that the senior family members should
teach family members in order to build family integration. According to the
findings of this research, developing non-monetary motives such as family
unity, family closeness, family relationships, mutual respect and integrity,
trust, healthy attitudes toward wealth, forgiveness, mutual respect and
respect for the father figure in society (social identity) are important to family
integrity and therefore to continuity of the family firm.

One of the senior owner-managers noted that parents should prepare their
children to be good members of society and of their family. An important
factor of success for business families is education and personal
development of family members. Many successful families believe that a
knowledgeable and well-informed family group is an asset that contributes to
the family’s effectiveness and ability to work together. According to Carlock
and Ward (2010), children learn by example, from basic lessons from their
parents, in honesty, responsibility, work ethic and integrity. There is no
reason for the parents’ philosophy to change as they begin to prepare their
children for entry into the family business. The ethics of childhood should
comfortably extend into the ethics of owning and managing a business
(Carlock and Ward, 2010). Le Breton-Miller and Miller (2014) indicate that
parents need to implant these non-monetary motives in their children in order
to prepare them for ownership of the company. The following quotes indicate
the parents’ role in developing this non-monetary form of responsibility

among family members.
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"Wife and husband have a significant role in the other partner’s
success."

CEOQ, Involved second generation family member, Company C

"As | explained before, the success in a family business comes from
the family having a warm family focus. The wife and husband feel that
they can play a significant role in the other partner’s success."

CEO, Involved second generation family member, Company C

"Sometimes, conflicts between mother and father in the family create
a negative image about the father’s business in the minds of children.
I mean that if the parents have close hearts it does have a positive
impact on children and even on creating a positive image about the
life and the business."

CEO, Involved second generation family member, Company C

"...one of the main, key factors in sustaining a family business is to
add motivated family members into the family business and this only
happens if parents have created a motivational infrastructure from the
past among the children in the family."

CEOQ, Involved second generation family member, Company C

"My mother had a great role in creating the top role and position of our
father in our minds."

MD, Involved second generation family member, Company B

"...We should consider the role of mothers in this development and
success. My mother was working hard to support my father; she was
saving costs and supporting my father and the children so my dad
could work outside without any problem inside the home. The way
they do this is kind of sacrificing for their family and their lives".

223



MD, Involved second generation family member, Company D

"Our father’s position was special, as my mother taught us, on one
hand; on the other hand, we love him as our father who provided us
with our needs and comfort."”

MD, Involved second generation family member, Company B

"l learnt the business alphabet inside my family when | was young, not
in classes. Engineering helped me in the business a lot as it might
help any person in his field to know the job or situation better."

CEO, Second Generation Family member, Company C

"Our father taught us that money is not everything..."

MD, Involved second generation family member, Company B

"Actually my mother has had a great role in teaching us good morals,
religion, and moral stuff and cultural stuff. She taught us to love each
other, support each other and always be integrated with each other."

MD, Involved second generation family member, Company B

7.4.2 Understanding wealth

There were complaints in this research, from senior family member

interviewees, that the younger generation do not understand the value of

money. They also claimed that unreasonable monetary expectations cause

conflicts and ruin family relationships. Ward (2004) indicated that living

wastefully puts the family and the business in danger. The following quotes

indicate senior family members’ concerns about their children’s spending and

how their expectations could damage family integration.

"Our children have grown up in the maximum comfort we could give
them, so we don't think they know the value of money. For example,
my child bought a pair shoes for 500000 Toman and he does not
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know that a worker’s income for 1 month’s work is 500000 Toman,
and he has to run a family as well with this money."

CEO, Involved First generation family member, Company D

"... I want to add that too much welfare for family members is not good
for the family business, family members should experience hard
situations and so become strong enough for the business and the
family. Too much giving is not good for family or business. My brother
is not willing to work with the family and always expects my father to
send him money and support his high living costs. If my father cannot
not send him money then my brother gets angry and it annoys my
father."

MD, Involved second generation family member, Company B

Understanding the value of money was one of the most important lessons
that senior family members expect family members to learn. The data
present that successful family businesses teach their family members
modesty and make them work up from the bottom, in order that they
understand the value of money and that they should work for it. According to
Carlock and Ward (2010), wealthy family members can either live wastefully
or they can learn the value of money and how to spend it. Family members
who understand the value of money do not consume their wealth as fast as
they create it. In addition, teaching family members in Iranian family

businesses the value of money will result in fewer conflicts.

"Even take the good facilities away from him so he understands that
he needs to try and work hard to get and find something in his life. It's
like you provide him with everything, he came into the business
educated in a related course as well but if he is not strong enough, he
can easily crack in a tough situation and lose. There is a famous
phrase saying ‘between the hard situation and hard people, there are
hard people (Hard working) who can survive, the hard situation will

rn

pass’.
CEO, Involved second generation family member, Company C
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"...I mean that you should put your child in tough situations purposely;
it's the real love because you are preparing him."

CEO, Second Generation Family member, Company C

The findings of this research indicate that family members who work in the
business have a better understanding of wealth compared to those members
who are not involved in the business. People who are more interested in the
business are more interested in work and less in consuming. Saving and
farsightedness are not just taught at home; they are practised. If family
members do not practise the concept of understated wealth, the salaries of
family members in the business can deteriorate very fast, which may finally
compromise the business (Ward, 2004). Furthermore, according to Carlock
and Ward (2010), children who learn the value of money usually become
better owners and better workers, because they do not see money or wealth
as the only goal. Founders in the first generation of some Iranian family
businesses make their children start work from the bottom level of the
company, not only to learn the job, but also to understand the value of
money. Therefore, families who teach their children the value of money are
preparing them to be more capable owners, which will support sustainability
of the family business. The following quotes indicate the importance attached

by Iranian family businesses to understanding wealth.

"l started doing inventory stuff, in a data entry job, and giving the stuff
to the other lady for sales."

MD, Involved second generation family member, Company B

"...when we were in Tehran, my father sent my brother and | into the
Bazaar to work for one of my father's friends, on his staff. My father
sent us there to learn the market and business, that experience was a
valuable experience for us as we worked there as staff, washing,
cleaning or going to the bank, etc. Of course we had more respect
compared to normal staff, that experience was very good for us."

MD, Involved second generation family member, Company B
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"My father sent us to work for one of his friends outside the business.
He was a tough guy and asked us to work a lot. One day my father
came to visit his friend while | was working there, he asked me to
wash the dishes and bring tea while my father was there. | got angry
on that day but years later | found that my father asked his close
friend to prepare us and educate us to understand the value of work
and money."

MD, Involved second generation family member, Company D

The next part will address 'Emotional Ownership' as a non-monetary element
which enhances family integration and therefore sustainability of family

businesses.

7.4.3 Emotional ownership

This research found that non-monetary motives provide a sophisticated level
of commitment to family businesses. Involvement based on non-monetary
motives increases the level of commitment in organisations (Meyer and
Allen, 1991). Bjoérnberg and Nicholson (2012) termed involvement based on
this kind of motive ‘Emotional Ownership'. They define emotional ownership
as belongingness and attachment beyond the monetary significance of the
ownership bond, in which the family play a central role. Additionally
emotional ownership is a sense of self that extends from family membership
to include belongingness to the family business. It builds on a history and a
shared meaning that family members acquire from being brought up in a
family business environment (Bjérnberg and Nicholson, 2012). The following
quotes illustrate how emotional ownership among Iranian family members

enhances family Integrity.
"...We work to keep the family name and we work to keep our brand
as our name. | work to keep my father's flag."
MD, Involved second generation family member, Company D
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"Keep the name of the person who tried hard and did so much to raise
a family and a business and bring credit to the family."

MD, Involved second generation family member, Company F

As discussed earlier in this chapter (7.2.2), the author identified that non-
monetary motives have a major impact on the involvement and commitment
of family members and therefore on the ownership of the company. The next
section will discuss the six most important of these motives based on the

interviewees' comments, starting with ‘forgiveness'.

7.4.3.1 Forgiveness

During the interviews, many of the participants talked about forgiveness as
an important factor in resolving conflicts among family members. The
participants also mentioned that forgiveness enables family members to
resolve issues more easily and to prevent such issues from escalating and
potentially damaging family relationships. Such forgiveness applies even to
monetary conflicts among family members. Furthermore, it was mentioned
by first, second and third generation members as the most important element
in the sustainability of family businesses, and was the aspect most often
referred to in this respect. As the researcher did not encounter this motive in
other literature on family businesses, the current research’s finding on the
importance of this non-monetary factor in maintaining the unity of family
businesses and thereby supporting their sustainability is a contribution to
research knowledge. The following quotes reflect the importance of the

forgiveness factor.

"...Forbearance is very important. We forbear to keep the family
united..."”

CEO, Second Generation Family member, Company A
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"To be honest, there have been Iots of disagreements and hurt has
remained in my mind about the children’s disagreements but | do
resolve them in time by forgiving the children."

CEO, Involved first generation family member (Founder), Company B

"We resolve our issues between ourselves and forgiveness is the
most important thing between family members."

CEO, Involved first generation family member, Company G

"We resolve the issues by speaking together about it and by closing
our eyes and forgiving"

MD, Involved third generation family member, Company A

7.4.3.2 Legacy of values

Some of the interviewed family businesses stressed the value of family
integration, as was reflected by parents constantly urging young family
members to maintain family unity. This is a value held in common by family
members that is then reflected in the business. According to Carlock and
Ward (2010), family values are passed on into the business, showing to the
next generation the value to the business of behaviours such as honesty,
integrity, and respect. The passing on of these family values to the next
generation increases integrity among family members, and consequently
supports family business sustainability. The following quotes indicate the

importance of such values to Iranian family businesses.

"We did try to keep the customers happy as well as it was based on
our business values and it was a matter of honour for my family. If we
had an unhappy customer, to me it was a bad thing for my family
name. Our family name was so important for me so | was trying hard
to satisfy customers in order to keep the family brand name."
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MD, Involved second generation family member, Company B

"In our family it is important that the money should be good and clean
money so we call it HALAL’. So the money we earn should come from
Halal sources or from Halal work. This is one of our family values. "

MD, Involved second generation family member, Company D

7.4.3.3 Respect

Most family members, during the interviews, mentioned respect as another
important non-monetary motive in terms of supporting family integration and
therefore sustainability of the business. Accordingly, a high level of respect is
observed among family members, especially towards elderly people.
Furthermore, mutual respect among family members, respect for elderly
people and senior managers emerged as a major factor in reducing conflicts,
as has been indicated by Dyck et al. (2002). Ward (2004) also alluded to the
importance of respect in relation to resolving family issues. Moreover, trust
and mutual respect between incumbent and successor are necessary for the
continuity process to be successful (Dyck et al., 2002). Therefore, respect is
identified as one of the most important values in supporting the integrity of
family businesses, thereby promoting the continuity of family businesses.
The following quotes represent the importance of respect to the continuity of

family businesses in Iran.

"There is strong respect for elderly people so definitely there are
strong cultural ties, the other thing is the younger members respect
the brothers’ and elderly family members’ experience.”

Manager, Involved second generation family member, Company G
"I would say, without respect, such unresolved disagreements could
have been critical and dangerous for the business, which could have

stopped the growth and even the operations of the family business. As
the members ignored it and it passed by it is no longer critical."”

230



MD, Involved second generation family member, Company B

"In our family culture we raise the children to respect their elders and
trust each other and the business and we have not had any problems
so far."”

CEO, Involved Second generation family member, Company A

7.4.3.4 Close family relationships

According to the family members, 'close family relationships’ were one of the
key factors in supporting family involvement and family integrity and
sustainability. Attachment is the fundamental criterion that shapes family
business members' relationships. Attachment depends on closeness-
distance as an indicator of relationship quality (Bowlby, 1980). Close family
relationships have been linked to high levels of work life satisfaction (Hazan
& Shaver, 1990); however, their absence is related to lower levels of
organisational commitment as well as to a higher intention to quit (Mikulincer
& Shaver, 2005). Creating sustaining relationships among family members
increases the chances of survival for family businesses (Cennamo, Berrone,
Cruz & Gomez-Mejia, 2012). Additionally, family members see such close
relationships as belongingness to the family business, which increases
family involvement and family integration (Bjornberg and Nicholson, 2012; Le
Breton-Miller and Miller, 2013). The data indicate that in Iranian culture
senior family members are the people most capable of building and
enhancing such relationships, as all family members respect them.
Therefore, close family relationships have substantial impact on family
members’ involvement in and commitment to the family business and hence

on its continuity, as is reflected by the following quotes.

"What | see and what outside people tell me is that ‘the close Family
relationships between my father and uncles caused the business’s
growth’. They learnt to run the business together when they were
young (Father and uncles)."”
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Non-involved third generation family member, Company A

"...As | explained before, success in a family business comes from the
family having a warm family focus. The wife and husband feel that
they can play a significant role in the other partner’s success. In Iran
the business should discuss things in the family from the beginning as
discussed before. "

CEO, Involved second generation family member, Company C

"Children should feel that they are important; so they join the
business. It increases their motivation and increases their enthusiasm
for the family and business."

CEO, Second Generation Family member, Company A

7.4.3.5 Social Identification and family reputation (Father Figure)

During the data analysis, the author found that the father's (senior owner-
manager) good reputation, his social position and business position in the
industry is important for getting young members involved in the business. His
social reputation creates the family name brand in the society and industry. It
engenders pride among young family members, which they will try to protect
by joining the business and working hard in the business. Social identification
is defined as ‘belongingness to some human aggregate’ (Ashforth & Mael,
1989). Social identification reflects the extent to which family members
appreciate the family business to which they belong. Organisational
identification is regarded as a specific form of social identification that is
essential to the success of many organisations (Pratt, 1998). Furthermore,
strong organisational identification entails enhanced commitment,
satisfaction, job involvement, organisational loyalty, work group attachment,
whilst a low level of identification can have the negative impact of causing
individuals to leave the organisation (Riketta, 2005; Riketta & Van Dick,
2005). Therefore, the father figure or the father’s social reputation creates a

positive social identity for the family so that family members willingly involve
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into and become heavily commit to the business. The following quotes reflect
the important role that the father's reputation plays in supporting family
members’ involvement and family integrity, which then supports the survival

of Iranian family businesses into the second generation.

"...So | can say now that | am one of the experienced major heads in
the packing industry in Iran. In the packing association | was elected
as its inspector for two periods. My older son did not like this business
at first but when he saw me with others in the association and with
important business heads in the field he found out that his father is
well-known in the industry as a credible man."

CEO, Involved second generation family member, Company C

"The other factor is the father's social position and business position
among others. When the child sees that his father is successful and
on the other hand has a good reputation among others in the business
it has a positive impact on the child, rather than seeing that he does
not have a good outside reputation. When he sees that his father has
a good reputation in the business it motivates him to follow him."

CEO, Involved second generation family member, Company C
"...I had to join my father's job because of my father’s request and to
keep his family name and credit, gains, properties"

CEOQ, Involved second generation family member, Company C
"This perspective was so important for me. | do admire my father so

much; he is one of the most famous and oldest people in the
chocolate industry.”

MD, Involved second generation family member, Company D
"My father, as an entrepreneurial man, is the head of the family and is
a reference in the business as well. The whole of Iran, in this

business, admires my father, why shouldn't I? Whoever has a problem
comes and consults with him, even in the business. His high level of
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trustworthiness and good reputation in the business is a kind of
encouragement for me to join the business. "

MD, Involved second generation family member, Company D

"The brand is the reputation of the family so | work harder to find good
raw materials for this brand compared to other non-family members in
the same position, as they might get tired of finding good raw
materials or just get their income from the business."

CEO, Involved second generation family member, Company C

"I did an analysis for myself when | wanted to decide. But | did not
have special interest in manufacturing or this business. For me the
most important thing is to earn enough money. As | saw that my
father’s business is growing | wanted to be part of it and join the
business, so I did, and was able to create a position for myself in the
business."

MD, Involved third generation family member, Company C

7.4.3.6 Pride

Another finding of this research indicates that young family members join the
family business as they are proud of their family, and proud to support their
family, their business and their father. It is indicated by Le Breton-Miller and
Miller's research (2013) that pride in the family and business increases
involvement and results in commitment. Therefore, pride supports the
continuity of the family business by increasing the level of involvement and
commitment to the business. The following quotes from the interviews

illustrate the importance of pride to emotional ownership.

"To my idea a father like my father and a son like me are necessary
for successful transition of a business to the next generation, so the
most important thing is pride, and knowing the value of the family and
business and being willing to continue the business."

MD, Involved second generation family member, Company D

234



"...The family absorption (persistence, gravity), guided and pushed
me this way, which was much stronger than my education, although |
think | had better opportunities, money and future the other way. This
was a kind of Honour, Zeal, and Ardour for the family that rerouted me
to the family business and | do recommend the same to my children.”

MD, Involved second generation family member, Company C

"It was a kind of honour for me to join the family business as father
has had a unique and special position in our family. So | was proud to
join the business to support him."

MD, Involved second generation family member, Company B

The following section summarises family members’ motives for involvement
in the family business and discusses their connection with family integration

and participative commitment.

7.5 Connection between participative commitment and family
integration

The third theme derived from the data of this research is ‘family integration'.
It indicates that participation of family members in the business should be
based more on non-monetary motives, in order to support the family firm’s
evolution and sustainability process. This chapter defined monetary and non-
monetary purposes of involvement among family members, focusing in
particular on non-monetary motives. The chapter discussed the sophisticated
level of commitment and attachment that family members acquire in terms of
giving something of themselves to support the business and deriving from a

sense of belonging to the business.

This research has arrived at the understanding that the role of parents in
bringing up their children is very important in creating this feeling of
attachment to the family firm. According to Ward (2004), parents' lessons
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infuse every aspect of ownership in the family business. The feeling of
attachment to the business creates a certain level of identification among
new family members which increases their involvement and active

participation in the business.

The findings of this research indicate that commitment and participation are
supported under family integration. This chapter argued that non-monetary
motives are the main components of family integration. Family elders teach
younger members the value of money and how to protect the family business
assets. They teach and expect a high level of mutual respect from younger
members. They also encourage the formation of close family relationships in
order to reduce conflicts, and additionally they teach and expect mutual
forgiveness when conflicts happen. Family reputation and family pride act as
motives for family members to be involved in the business in order to protect
 the family brand name and support the family. These non-family motives
exist among committed family members, thereby supporting their active
participation and commitment and minimising conflicts. Participative
commitment in turn supports emotional ownership commitment and family

integration, which then support the sustaining process.

7.6 Summary

Based on the identification by this research of three themes that contribute to
the model of survival for family businesses in Iran, (Sustaining Governance,
Family Trust and Family Integration) this chapter discussed family integration
as the third component of the continuity process introduced earliei’, in
chapter 4 (Figure 4.9). v

This chapter discussed how family members depend on one another for
mutual success, financial and otherwise. Families must recognise that the
integration of successors within the family business is shaped by a

combination of emotional motives.
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As discussed in chapter 5 (5.2), the survival of family firms depends on the
involvement and presence of next generation family members. Whether as
employees or owners, the next generation family members’ commitment and
willingness is the key to the continuity of the family firm. Additionally, how
family members relate to the family business explains the wider motivation
and commitment in the next generation of family managers and owners.
Furthermore, this chapter argued that the purpose of involvement has a

significant effect on the commitment and integration of family members.

This chapter categorised the purpose of involvement of family members into
monetary and non-monetary motives and explained how these motives affect
thé sustainability of family businesses. Non-monetary motives were focused
on as they have the most important effect on the continuity process. This
research also explained that economic growth, the family business as a
career and emotional ownership are non-monetary motives which affect
family members’ involvement and family integration. Finally, the author
discussed the various elements of emotional ownership that promote
involvement in the business and create commitment and family integration,

hence enhancing continuity of family businesses in Iran.
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Chapter 8: Conclusion

8.1 Introduction

This research contributes to bridging the gap in the existing knowledge on
sustainability of family businesses. It provides understanding that enables
engagement with the theoretical processes underpinning transition. It is
grounded in the context of Iranian family businesses, a field in which
generational issues have not really been considered before. The research
presents a model that contributes to both the existing literature and the
practice for achieving sustainability of family business. Furthermore, this
research provides understanding of the process of transition from the
perspectives of different generations. It thereby enhances family businesses’

knowledge of how to grow their business across generations.

The purpose of this chapter is to summarise the insights developed in the
previous chapters relating to the nature of family businesses and how to
sustain a family business into the next generation, thus explaining the
contribution to knowledge of this thesis. First of all this chapter will highlight
how this research answered the following research questions: 'what are the
main areas of generational issues in family businesses?' and 'how can family
firms overcome these generational issues in transition of business to the
next generation?’ Secondly, the chapter will present an overview of the
contribution of this study to research and practice. The contribution to
professional practice in terms of the author's personal reflection on the
research journey will then be presented. Next the chapter will highlight the
value of the research before finally providing the conclusion.

In both advanced and developing economies, the vast majority of business
enterprises are family owned and together they account for most of the jobs
created in the economy (Hisrich and Fulop, 1997; Danes et al.,, 2008;
Astrachan and Jaskiewcz, 2008; Le- Breton Miller and Miller, 2014; La-Porta
et al. 1999; Collins 2011; Carsrud and Brannback, 2012; Chua et al. 2003;
Westhead and Howorth, 2006; Martinez et al., 2007). In addition, family firms
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generate about 40-45 percent of thé Gross National Product (GNP) of North
America, between 35 and 65 percent of the GNP of the EU member states,
between 50 and 70 percent of the GNP of Latin America, and between 65
and 82 percent of the GNP of Asia (Interational Family Enterprise Research
(IFERA, 2003). However, based on U.S. figures, only one third of family
businesses survive into the second generation and about 10% to 15% can
make it into the third generation (Rodriguez, 2009; Chua et al., 2003;
Westhead and Howorth, 2006; Molly et al., 2010). Hence, based on the
provided information, transition of family businesses to the next generation

involves crises that threaten the sustainability of family firms.

Moreover, management research has devoted little attention to the complex
issues of family businesses as an understudied topic (lbrahim et al. 2001;
Jaffe and Lane, 2004; Westhead and Howorth, 2006; Ward, 2004; Carlock
and Ward, 2010; Sciascia and Mazzola, 2008). Overall, it may be concluded
that business transfer in general, and family business succession more
specifically, is one of the most difficult steps in the life cycle of family firms
and as such it merits further investigation (Miller, Steier and Le Breton-Miller,
2003; Neubauer and Lank, 1998; Sonfield and Lussier, 2002; Sorenson,
2003; Ward, 2004).

Furthermore the literature has not fully explored cross-national differences in
family firms (Karatas-Ozkan et al., 2011). This is especially true for family
firms outside of Western Europe and North America (Collins, 2011) and there
is a lack of discussion in the literature about the continuity of family
businesses in Iran. To address these gaps, the study has examined the
impact of these factors on Iranian family firms. Accordingly this research tried

to answer the following research questions:
"What are the main areas where generational conflicts might exist

among family businesses in Iran?"

"How could family businesses overcome multigenerational issues?"
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A qualitative research approach was adopted to explore the research issues
from the views of interviewees; and in order to obtain rich and detailed data,
semi-structured interview was selected as the data collection method. The

process of data collection started in June 2012 and finished in April 2014.

According to the literature, family businesses are very fertile ground for
conflict and need to be dealt with in a planned and controlled manner to
avoid potential pitfalls (Jaffe and Lane, 2004; Levsin, 1971; Goffee, 1996;
Zahra and Sharma, 2004; and Carlock and Ward, 2010). Family issues play
an important role in the management of family businesses. In the search for
areas of conflicts in Iranian family businesses, the literature around these
issues has been considered. The literature suggests various sources from
which conflicts may arise. Meanwhile, Danes et al. (1999) categorised family
business conflicts into five separate blocks: (i) justice conflict; (ii) role conflict;
(i) work/family; (iv) identity conflict; (v) succession conflict furthermore, Jehn
(1997), on the other hand, categorises conflicts in family businesses
according to three separate aspects: task, process, and relationship conflicts.
Examples of such conflicts were identified as Unbalanced family needs and
business needs (Donnelley, 1988; Ward 2004; Mustakallio, 2002; Pelled et
al. 1999; Astrachan and Jaskiewicz, 2008; Cabrera-Suarez et al., 2001),
Rivalry among family members (Ozkan et al.,, 2011; Sorenson, 2000;
Levinson, 1971), Founder's fear of losing control (Massis et al., 2008;
Lansberg, 1988; Handler, 1990; Cabrera-Suarez et al. 2001; Astrachan and
Jaskiewicz, 2008), Gender issues and rivalries (Collins, 2011; Dumas, 1989;
Cadieux et al. 2002; Ward, 2004), Unclear Involvement structure (Sorenson
et al., 2004; Bjérnberg and Nicholson, 2012; Danes and Lee, 2004; Danes
and Morgan, 2004; Green and Pryde, 1989; Ward, 2004; Collins, 2011),
Unclear compensation (Carlock and Ward, 2010; Bjornberg and Nicholson,
2012), Conflict among family and non-family members (Jehn, 1997; Carlock
and Ward 2010), I/dentity conflict (Carlock and Ward, 2010; Shulze and
Lubatkin, 2003; Nordqvist, 2012; Cabrera-Suarez et al., 2001; Dyck et al.,
2002), Not all family members work in the business (Carlock and Ward,
2010). Then, through other means, before starting data analysis | knew

something about family business conflicts and what | was looking at was:
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where and when do such conflicts arise? Therefore, the findings of the
research and the literature guided me towards the areas of conflicts in

Iranian family businesses.

The findings of this research identified that the main generational issues in
Iranian family businesses are related to three different areas. These areas,
categorised as sustaining governance, family trust and family integration, are
included in the framework developed (Figure 4.10, P. 144). Issues such as
family members’ involvement, education, ownership, compensation, and
leadership and investment policies were related to unclear planning, policies
and leadership in family businesses, which were categorised under the
‘Governance’ label (Figure 4.6, P.127). Meanwhile, issues such as lack of
transparency, miscommunication, commitment and trust were categorised
under the label Family trust’ (Figure 4.7, P.130). Other generational issues,
including priority of the family or business, meaning of wealth for family
members, purpose of involvement, parenting and ownership were
categorised under the label of ‘Family Integration’ (Figure 4.8, P.132).
Therefore, this thesis answered the first research question by identifying
governance, trust and integration as the main areas of generational conflicts
among family businesses. These are new research areas that have not
explicitly been identified in previous researches but must be considered as

main areas of conflicts in family businesses.

Whilst areas such as planning, policies and commitment were explored by
Carlock and Ward (2010), trust was explored by Sundaramurthy (2008), and
ideas of emotional ownership were examined by Le-Breton Miller and Miller
(2014), these areas were not explicitly identified as areas of conflicts
obstructing continuity of family businesses. Consequently, this research adds
to the literature and enriches existing ideas of previous researches by

reframing them in three areas of conflict.

Furthermore, the findings of this research suggested how to consider and
manage each area of conflict. For instance, the Idea of compensation

emerged from the third generation family members, and did not show up
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among second generation respondents as they did not appear to have
developed such a policy. Accordingly, relevant plans, policies and
appropriate leadership were presented as issues related to the ‘Governance’
area (Chapter 5). Moreover, appropriate trust building activities, and actions
to manage the conflicts were suggested to manage generational issues
related to the ‘Trust area (Chapter 6). Then, suggestions were made
regarding relevant education for family members on ownership and
understanding wealth, holding appropriate family and business meetings and
developing emotional ownership, to resolve issues related to the ‘Family
Integration’ area (Chapter 7). For instance, The Idea of compensation came
from the third generation family members. These ideas were not exposed by
the second generation family members as they did not have some sort of
policy or not been agreed on such a policy. In this way the research
answered the second research question.

This research also identified participative commitment as a factor linking the
derived three main themes in order to resolve the issues and support
sustainability of family businesses. Further, the findings of this research
resulted in the development of two different conceptual frameworks as family
business sustainability models. These conceptual models were discussed in
chapter 4 (Figures 4.9 and 4.10) and will be summarised later in this chapter.
These models also answer the second research question and explain how to
resolve the issues and sustain the family business to the next generation.

The value of the research will be discussed next.

8.2 Value of the conceptual framework

The research explained the sustainability of family business as a continuous
process that evolves as the family and business grow. According to Haag
(2012), succession evolves as family members are socialised, engaged and
trained through the daily activities of the family business. She suggests the
idea of succession as a purpose in itself and a shift from “taking over” to
“being part’. This research not only confirms this finding but goes further in
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presenting the conceptual model of sustainability. Therefore, this research is
building upon Haag’s (2012) ideas, through the model presented in chapter 4
(Figure 4.10, p.144).

This research initially presented the circular conceptual model of family
businesses continuity in chapter 4 (Figure 4.9, p.136). The model illustrates
how the research derived three themes (Sustaining governance, Family trust,
and Family integration) as areas of conflicts. These three areas should be
considered in the form of a continuous process to resolve issues of conflict in
order to support family business sustainability. Moreover, the role of
participative commitment as the central element of the sustainability process
is shown in the presented model. The components of the presented model

(Figure 4.9, p.136) will now be reviewed.

i) Sustaining governance

The starting point of this process, after involvement, is sustaining
governance. Family businesses should manage the conflicts and
expectations of family members by making plans and creating policies.
Sustaining governance includes plans, policies and leadership styles that
shape the governance structure of a family business. Creating governance
and the evolution of governance through generations require active support
from family members. Therefore, family business governance structure is
formed and develops through time by means of active participation of family
members. This is the first main part of the continuity model. The details of

relevant plans and policies were discussed in chapter 5.

ii) Family Trust

The second component of the circular conceptual model (Figure 4.9, p136) is
'Family Trust'. According to the data of this research, successful family
businesses need to build and maintain trust among family members if they
aim for continuity of their family business. The high level of trust among
family members reduces the agency costs in family businesses (Sardenberg,
2013). However, this trust can disintegrate as more family members become
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involved in the family business and the company grows bigger
(Sundaramurthy, 2008). Therefore, sustaining trust among family members
from different generations is very important to managing the conflicts and
sustainability of family business. Building and sustaining trust also needs
family members' active participation and commitment. The details of

sustaining trust were discussed in chapter 6 of this research.
iii) Family Integration

The third component of the continuity model (Figure 4.9) is 'Family
Integration’. Involvement of new family members affects the ownership
configuration. Family members’ purposes of involvement have an effect on
the sustainability of family businesses as this the nature of their involvement
and participation in the family business. The greater the family’s integration,
the more the members will support the family business. Successful family
businesses need continuous integration in order to succeed in the transition
process. Sustaining integration needs the family members to join and
support the business based on non-monetary purposes. This kind of non-
monetary involvement and support, termed Emotional Ownership, was

explained in chapter 7 of this research.

Participative commitment is used in this research as the key element
connecting the main themes of this research together. The connection
between participative commitment and the three themes presented in this
research is presented in figure 4.9. Participative commitment is shown in the
centre of the circle as the core element connecting the three themes (see
figure 4.9, p136).

iv) Participative Commitment

In a family business, the family is a source of employees, owners, managers
and directors. In committed families, everyone contributes to the goal of
success of the family business (Ward, 2004). The family’s active participation
is a powerful and constant influence in the continuity of family business, as

discussed throughout this thesis.
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Family participation is a tangible indication of the family members’
commitment to the business. If everyone is positively involved with the
business, the business has achieved Family Commitment. Ownership
continuity and successful business performance both require Family
Commitment over the long term. However, what often happens is that family
members are unwilling to participate in the family business or their
participation is not active (Carlock and Ward, 2010). This has been a great
worry to senior family members, especially in the second and third
generations. This kind of active engagement forms the participative

commitment that connects the components of the model together.

Participative commitment includes active involvement in the family or
business system and shared decision-making. The first dimension of
participation is getting more family members involved in contributing to the
future of the family business. Family participation in any capacity increases a
sense of ownership and helps individuals to learn more about how the family
and business operate. The second dimension of participation is expanding
the family’s role in the decision-making process. This action involves sharing
power and responsibility for making decisions on family, ownership,
governance and business issues. Reviewing and proposing revisions to
Family meetings would be an example of an activity where the family can
share responsibility. While active involvement is the first step to family
participation, it is shared decision-making that creates the positive energy for

the business family.

Participative commitment in terms of this thesis means integration of
involvement, contribution, understanding, engagement, responsibility,
dedication, support behaviours, loyalty, acting, commitment, learning and
educating to both family and business in order to support the family and the
business. It starts from childhood and evolves as the family members and
business grow through the life cycle. It creates a family business identity for
the members. Family businesses need an advanced level of participative

commitment in order to achieve continuity of the family business.
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Chapter 4 also presented the second conceptual sustainability model (Figure
4.10, p.144). The author added the ownership configuration bar and the age
timeline to the model 4.9 in order to show the stages in the life cycle of family
members. The Ownership Configuration bar also shows ownership changes
in relation to progression along the time line and the new model includes a
child preparation bar to record participative commitment. At the end of each
transition process the new process of sustainability is looped back to
involvement to show the start of a new process. This new improved model
(Figure 4.10, p.144) represents the final model of sustainability of family

businesses.

The next section will highlight the findings of this research.

8.3 Summary of the discussion

This research came to the understanding that the transition of a family
business is a comprehensive continuous process which needs to start even
before new family members join the firm. Thus this research is building upon
the works of Carlock and Ward (2010), Ward (2011), Haag (2012) on
succession planning in family businesses which express that the continuity of
family firms is a continuous process that happens over time. While this
research supports these sorts of ideas it also adds to them by illustrating that
continuity planning should start long before the new generation joins the
business. More specifically young family members should be familiarised
with and integrated into the family firm, starting from childhood. This has
been shown in different stages based on the time line in the presented
framework (Figure 4.10, p.144). This is one of the novel and key
contributions of the current study. The evolution of the business and the
family members needs to be structured, integrated and based on trust.
Those family businesses that are stronger and best prepared will survive.
The transition of family businesses to the new generation has been
considered as a process rather than an event; succession takes place over
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an extended period of time, perhaps 10 to 20 years, and requires a long-term
orientation for involved actors (Longenecker and Schoen, 1978; Handler,
1994).

The succession process in family firms involves the passing on of leadership
from one family member to another, of a different generation (Sharma et al.,
2001). In this way, succession can be viewed as a protracted change
management process involving several family shareholders (Cabrera-Suarez
et al. 2001; Higginson, 2010). Ethnic subcultures have been found to
facilitate interfamily succession through the presence of a strong identity and
felt commitment (Perricone, Earle, & Taplin, 2001). This research identified
three main themes: ‘'Sustaining Governance', 'Sustaining trust' and
‘Emotional ownership' from the data derived from Iranian family businesses
in addressing the aims and objectives of this research. The next section will

summarise the key insights gained by this research.

8.3.1 Sustaining governance

As discussed before, family enterprises rarely survive to the next generation.
In order to survive, family businesses have to be well structured, especially
as they enter the second and third generations (Sardenberg, 2103). The
establishment of formal structures and processes to organise these
relationships is known as governance (Jaffe and Lane, 2004). Sustaining
governance helps family members and leaders to understand the critical
factors for family business continuity and building a governance structure to
manage the members’ expectations and needs. The importance of a
governance structure in family businesses and the participation of the family
members in creating and supporting an appropriate governance structure
has been discussed by many scholars (Ward, 2004; Carlock and Ward,
2010; Sarderberg, 2013; Andrade and Rossetti, 2011; Huse and Landstrom,
2002). Planning enables a family to identify policies and programmes to
reflect their changing values and allow them to create a new vision of the
future. It also provides a foundation for coordinating, directing and controlling

the activities of the business. Organisations that encourage appropriate
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participation make better decisions and the decisions receive greater support
(Zahra et al., 2004; Karatas-Ozkan et al., 2011). This research not only
supports this proposition but also expands it by adding participative
commitment as an important element of forming and implementing
governance structure in family businesses. Furthermore this research
expresses that forming family governance, implementing the policies and
plans is a continuous process that supports family trust and family integration
as other areas of potential conflict. This has not been explicitly discussed in

prior studies.

Creating governance and evolution of governance through generations
requires family members' active participation in creating and developing the
governance structure of the family business as it grows. Therefore families
have to be active guardians and responsible owners in making key decisions
and managing their assets. Additionally, as discussed in chapter 4 (4.4) and
chapter 5 (5.2), family businesses need to adapt and customise their plans
for the family business in order to manage the family members' expectations

and thereby control conflicts.

8.3.2 Sustaining Trust

Trust represents a unique strength of family businesses. Family firms in the
early stages benefit from high levels of trust. This initial trust embedded in
the family firm is often damaged by conflict and turmoil. Sustaining trust in
family businesses means harnessing the value of stability, trustworthiness,
and long-range orientation that being private can provide (Sundaramurthy,
2008). The importance of trust is another little studied area in the field of
sustainability of family business. This research, however, not only expresses
the importance of building and maintaining trust in the sustainability process
of family firms but also clarifies that the initial high level of trust among family
members should be supported by family members and by forming a
governance structure. Accordingly family trust is empowered by the family

governance and will support family integration. It also will support family
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members’ involvement in the business. The importance of trust and its
alignment with governance and integration has not been explicitly discussed
in prior studies. Chapter 6 of this thesis discussed how to build and maintain

long term trust in family businesses.

8.3.3 Family Integration

As discussed in chapter 5 (5.2, p.152), the survival of family firms depends
on the involvement of next generation family members. Whether as
employees or owners, the new generation family members' commitment and
willingness is the key to the continuity of the family firm. Accordingly, family
members should support family, business activities and each other in order
to support the continuity of family firm (Bjornberg and Nicholson, 2012; Le
Breton-Miller and Miller, 2013; Dyck et al., 2002, Ward, 2004). This research
not only considers existing ideas on family relationships, communication and
emotional ownership but also categorises them into a framework for
developing family integration. The research also builds upon the emotional
ownership ideas of Le Breton-Miller and Miller (2012) and Bjérnberg and
Nicholson (2012), by addressing family pride and forgiveness as important
elements of emotional ownership among family members. Family pride and
forgiveness also support the involvement of family members as well as
supporting the continuity process in family firms, as components of emotional
ownership. These again are factors that have not been explicitly discussed
by prior studies except by Le Breton Miller and Miller (2012). Chapter 7 (7.2,
p.214) of this research discussed purpose of involvement and how to
increase integration among family members in a family business in order to
support sustainability of the firm. The next section will explore the contribution

of this research to knowledge and practice in more detail.

8.4 Contributions to Knowledge

The contribution to knowledge by this thesis is based on the analysis of data

given by the participants, around three themes, namely, sustaining
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governance, family trust, and family integration, and development of insights
into participative commitment as a partial explanation of the studied
phenomena. Whilst the literature has been effective in identifying
components of continuity to the next generation, this thesis has built a larger
picture and provided broader understanding of family SMEs' sustainability.
Furthermore, as illustrated in Figure 4.10, the research presented two
conceptual models for sustainability of family businesses that represent an

advance in the literature.

Figure 4.10 provides new understanding, and a new way of looking at family
business sustainability through interaction between governance, trust and
integration in relation to family firms in Iran. These areas of conflict and the
necessary continued interaction between them to support family firms’
sustainability, plus their various elements, have not been explicitly addressed
before by major authors in this field. In other words, governance, trust and
integrity are considered in an innovative way. In addition, participative
commitment has been highlighted as the key element of family firms’
sustainability. Therefore, this sustainability model, based on the literature
review and data analysis, presents a comprehensive picture of family firms’

transition to the next generation.

This section highlights the contribution of this research, with theoretical and

practical contributions discussed next.

8.4.1 Theoretical contribution

Sustaining to the next generation is considered by many scholars as the
most important test for any family business (Barach and Gantisky, 1995;
Chrisman et al., 1998; Davis and Klein, 2005; Landsberg, 1999; Le Breton-
Miller et al., 2004; Massis et al., 2008; Sonfield and Lussier, 2002; Danes et
al., 2008, Massis et al., 2008). Therefore this research contributes to the
research knowledge on sustaining the family businesses to the next

generation by identifying the main areas of conflicts and developing a model
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(Figure 4.10, p144) to address resolving the issues and supporting family
business sustainability. Furthermore, participative commitment is identified
as the key element in sustainability of family business. Therefore, this thesis
makes a comprehensive contribution to knowledge in terms of covering the
three main areas of 'Sustaining Governance', 'Family Trust' and 'Family
Integration'. The findings from the research are also of value for senior family
owners, second and third generation family members, professional
managers and business practitioners through employing this sustainability
model in consultancy projects in relation to developing sustainable family

businesses.

The findings of this research are in line with literature discussion of key
issues facing family businesses (Hollander and Elman, 1998; Martinez et
al., 2007; Jaffe and Lane, 2004; Levsin, 1971; Goffee, 1996; Zahra and
Sharma, 2004; Carlock and Ward, 2010, Cabrera-Suarez et al. 2001;
Astrachan and Jaskiewicz, 2008; Charlock and Ward, 2010; Bjornberg and
Nicholson, 2012). The current study makes a major contribution to this
discussion by illustrating the main areas of conflict among Iranian family
businesses through the sustainability framework (Figure 4.10, p.144).
Although these areas of conflict are discussed in the literature on family
businesses, crucially such literature appears to adopt the view that Iranian
family businesses do not differ from family businesses in the west and other
areas of the world. Whilst the literature on continuity of family firms has
mainly focused on family businesses in the west, this research focused on
family firm continuity in Iran. However, the current research found that there
were indeed apparent similarities with other parts of the world. Consequently,

this represents a new finding by this research.

The presented sustainability model (Figure 4.10, p.144) makes a theoretical
contribution to Carlock and Ward’s (2001) Life cycle forces model (figure 2.4)
in relation to family businesses. The Carlock and Ward (2001) model
identifies life cycle forces and their influence on the ownership configuration.

However, the sustainability model (Figure 4.10, p144) presents a continuous
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process of continuity and the effects of the model on the ownership
configuration in the Carlock and Ward (2010) model.

In addition, the presented model (Figure 4.10, p144) makes a theoretical
contribution to Churchill and Hatten’s (1997) model of life cycle influence on
family business transition, presented in chapter 2 (Figure 2.3). The Churchill
and Hatten (1997) model clarifies understanding of the senior and successor
generations’ life cycles and possible conflicts in the different phases. The
sustainability model (Figure 4.10, p144) adds family involvement and the
continuous sustainability process for resolving issues between the senior and
successor generations described in the Churchill and Hatten (1997) model
(Figure 2.2), based on a three dimensional process model.

Furthermore, the presented model (Figure 4.10, p144) makes a theoretical
contribution to Ward's (1987) successor's career development time line as
discussed in chapter 2 (Figure 2.5, p48). Whilst Ward plots the successor's
role and developmental goals on a time line, the sustainability model
presented in this research uses Ward’s time line as a basis to present and
discuss the continuity of family businesses. The sustainability model also
explains family preparation for participative commitment in terms of Ward’s

time line.

According to the literature, cross-national differences have been neglected
as most prior studies on the sustainability of family businesses have been
conducted in the west (Hollander and Bukowitz, 1990; Karatas-Ozkan et
al.,, 2011; Lerner and Malach-Pines, 2011; Ward, 2004). Therefore this
research contributed to the knowledge of family businesses in a different
context by conducting the research in Iran, although, as stated above,
issues of family business sustainability were found to be similar in Iran and
other parts of the world. Therefore such findings can be used to understand

family business continuity in Iran.

The role of the founder in preparing the new generation has been
discussed in the literature (Janjuha-Jivraj and Spence, 2009; Carlock and
Ward, 2010). Therefore the findings of this research contribute to this
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literature by illustrating the role of the founder and senior family leaders in
preparing the competent new generation for the family business, as
presented in the conceptual model (Figure 4.10, p144). The role of the
senior generation in preparing the new generation was also discussed in

chapter 5, and chapter 7.

This research contributes both to the Mustakallio (2002) and Hollander and
Elman (1988) frameworks by addressing family integration, generational
transfer, family involvement and ownership configuration in the presented
sustainability model (Figure 4.10, p144). Additionally, this research
contributes to the Mustakallio (2002) and Hollander and Elman (1988) family
business models by adding participative commitment as a key element

necessary for sustainability of family businesses.

The research contributes to bridging the gaps in the existing knowledge on
sustainability of family businesses, for example, by building on Carlock and
Ward'’s (2010) ideas of family businesses sustainability as well as adding to
the Sundaramurthy (2008) ideas regarding role of trust in family businesses
and to the emotional ownership ideas of Bjoérnberg and Nicholson (2012).
Therefore, this research provides understanding that enables engagement
with the theoretical process underpinning transition within the under-studied

context of Iranian family businesses.

In terms of professional practice, this research can assist family members in
family businesses as they plan for sustainability or as they look to grow their
family business. For instance, family members can take on board policies,
plans and leadership styles relevant to the stages of family firms which form
their governance structure. Accordingly this research builds upon the
generational transfer ideas of current literature (for instance, Janjuha-Jivraj
and Spence, 2009; Carlock and Ward, 2010; Howorth et al., 2010; Basco

and Rodrigues, 2009) on the governance of family firms.

The research has presented a new framework (Figure 4.10, page.144) that
provides a method for family members and staff to understand the

253



underlying issues in family businesses and how to resolve them for
succession between generations, by identifying the key areas of

‘Governance’, ‘Trust’ and ‘Family integration’.

Family businesses leaders should find different ways for getting younger
generation family members involved in the business as much as possible.
This will support the continuity of the family business. Accordingly this
research provides recommendations to support family members’ involvement
(6.4.3 and 7.2) that emphasise family members’ involvement as an important
factor in family business sustainability by building upon the ideas of Carlock
and Ward (2010) and Le Breton-Miller and Miller (2013).

First, family members should be educated about the business from childhood
by senior business leaders; this education should continue in different forms,
supported by relevant higher education as the family members grow up.
Such education should be considered as planning that will prepare

responsible owners for the company in the future.

Transparency among all generation family members is an important factor in
managing issues and supporting sustainability. Therefore, all compensation
and family members’ payment plans should be made clear to all family
members. This idea builds on Ward’'s (2004) ideas on sustainability of family
businesses. Transparency, as discussed in detail in (6.3.3), is an important
factor for consideration by senior family leaders in supporting sustainability of
family businesses by enhancing the level of trust among family members.

Family businesses leaders should work to maintain a high trust level among
family members. Accordingly family owners should respect and support trust
in their family and business. This can be done through resolving the issues
and implementing the actions (including taking on board some policy and
plans that supports disclosure and transparency) that have been explained in
detail in chapter 6. Family trust has been highlighted as an area of conflict

among family members in the presented framework (Figure 4.10, p.144).
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This research builds on the ideas of Clark and Payne (2006) and Galford and
Seibold (2003) regarding the importance of trust and enemies of trust, by
proposing how senior family leaders can enhance trust in family businesses

in order to increase their sustainability.

Family members, especially the younger generation members in a family
business, should respect the non-monetary purpose of involvement and
support emotional ownership in order to support the sustainability of their
firms. Respect, pride and forgiveness have been recognised as the most
important emotional ownership factors in supporting sustainability.
Accordingly, this research enriches the ideas of Le Breton-Miller and Miller
(2013) and Bjornberg and Nicholson (2012) on emotional ownership.
According to this research, parents play an important role in implanting these
feelings in their children, and these feelings may help to resolve many issues
relating to the ‘Family Integration’ area of conflicts. It is worthy of note that
the culture of Islam (as the main religion affecting the Middle East and Iran)
is about forgiveness and collectivism but in the UK or in the west the culture
might be more individualistic and the idea of forgiveness might relate more to
such concepts as competitiveness or mistrust. The importance of family
integration as an area of conflict has been highlighted in the presented
framework (Figure 4.10, p 144).

Conducting this research has enhanced the researcher’s understanding and
informed his professional practice on the process of transition from the
perspectives of different generations by identifying the areas of conflicts and
understands how to resolve them. Therefore this research builds upon
current family business sustainability ideas such as those of Carlock and
Ward (2010), Sorenson (2004), Le Breton-Miller and Miller (2013), Bjérnberg
and Nicholson (2012), Mustakallio’s (2002) and Massis et al (2008). The
transition process has been highlighted in the presented framework (figure
4.10, p 144).
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Family members should all be included in planning and policy making as well
as making important decisions related to the family business, from a young
age. This will enhance their feelings of responsibility and commitment to the
family business as well as helping to manage the issues by gaining their
support on decisions. Therefore this research identified family commitment
and family participation as important factors supporting forming governance
in family businesses. Therefore, this research builds upon the Handler (1992),
Cabrera-Suarez et al. (2001) and Ward (2004) ideas to address the role of
family members’ commitment in the sustainability of family businesses. This
has been highlighted in the presented framework (Figure 4.10, P 144) as

participative commitment.

Such participation may be affected by gender preference as according to the
findings of this research, based on Iranian culture (which may be a result of
dominant religion), businesses tend to be male dominated. However,
sustainability of family businesses needs all family members’ participation in

supporting the business.

The findings of this research also contribute to Carlock and Ward’s (2010)
ideas of commitment in family businesses. Whilst the idea of commitment
exists in other literature (Carlock and Ward 2010), what this research
contributes, in the context of Iran, is described as participative commitment.
Participative commitment with reference to Iran consists of involvement,
contribution, understanding, engagement, responsibility, dedication, and
supportive behaviour; loyalty, acting, commitment, learning, and educating
family members in order to support both family and business. It starts in
childhood and develops over time as family members and the business grow
through the life cycle. It creates a family business identity among family
members that is necessary for the sustainability of Iranian family businesses.
As mentioned before, Iran has a collectivist culture, possibly as a result of its
religion, which supports commitment and participation. However, this
research suggests that future studies could usefully look at what participative
commitment means in a different culture. For instance, participative

commitment in England may be a more competitive and individualistic notion,
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about how to get to a win/win situation. In other words, according to this
research, in lranian culture, participative commitment could be
conceptualised as resulting in more integration and social governance,
whereas in western culture this type of participative element may be lacking.
Whilst such discussion was beyond the scope of this research, one of this
study’s key contributions is that it has refined the notion of commitment in
relation to family business sustainability into a form that is particularly

relevant in the context of Iran.

The next section will discuss this research’s contribution to practice.

8.4.2 Practical contribution

The research questions that were set for this research were seeking practical
answers. Developing a contribution to practice was the purpose of this
research as the benefits from the research were seen as facilitating the
transition of family businesses in Iran to the following generations. This
investigation provides specific pointers that might assist family businesses in
understanding expectations of family members, resolving issues, protecting
long term trust among family members and supporting family members'
integration in order to successfully transit the family business to the next
generation. In terms of practical contributions, this research makes the

following important points:

According to the data of this research, senior family members were worried
about not involving the young family members in the business, which put the
sustainability of the family business in danger. This phenomenon mostly
affected senior managers in the second generation, as they were concerned
about transition to the third generation. According to Ward (2004), second
generation family members who become involved in the family business
have usually been exposed to the business from childhood. Therefore,
senior family members should adopt preparation procedures that will

maximise family members' involvement in the family business. Preparing
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responsible owners, preparing committed members for the business, giving
company stock as gifts to younger family members, provision of positive
images toward the family business by parents, especially mothers, instilling
commitment, family pride and honour, and giving some level of financial
independence are some of the factors that help family businesses to

maximise the new generation’s involvement in the business.

Family businesses were found to need a sort of customised legitimacy called
governance in order to manage the expectations of family members and
reduce conflicts among them. As discussed earlier in the thesis, generational
conflicts tend to have an impact on sustainability of family businesses.
Family members should be part of creating the business’'s governance
structure in order that it will receive their maximum support. This structure
should include policy and plans that support the business and family

members and define their positions in the business.

The results of this research indicated that legitimacy improves trust, which
consequently diminishes the risk of the emergence of conflict. Developing
the legitimacy of family managers, either establishing rules for their entry,
or building their competence, skills and attitudes is a recommendation for
owners who want their family members to assume management positions in
the company. Trust is considered as valuable capital of family members that
needs to be maintained and protected throughout the company’s and family
members' life cycles in order to support the continuity of the family business
to the next generation. Trust based on legitimacy will also increase the
family members' involvement and will increase the level of forgiveness and
integration among family members.

The data from this research suggest that the young family members should
participate in the business decision making process. Younger family
members who participated in this research complained that they were full of
energy when they joined the business but as time passed their enthusiasm
and motivation were damaged as they did not have the chance to put

forward their ideas or put these ideas into action. In the first generation,
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usually all the decisions are made by one person, usually the owner-
manager. As the new generation become involved in the business this
decision making process needs to change. Therefore the leader of the
company needs to be prepared to change 'by involving the new family
members in company decision making. Business meetings are a suitable
place for such participation. This participation reduces conflicts and keeps
the young family members active and motivated in the family business, thus
supporting its sustainability. It enables the new ideas of younger family
members to be considered and altered through the experience of the senior
generation and supports the sustainability of the family business by

minimising conflicts and responding to change.

Disclosure is a means of producing information to meet the legal
requirements of the stakeholders. The companies that adopted disclosure as
a way of ensuring transparency towards family members faced less conflicts.
This transparency includes compensation payments, dividend payments,
and sharing new investment opportunities with family members. Such
transparency, as already discussed, generates trust, which in turn minimises

generational conflict.

According to the findings of this research, the purpose of involvement affects
family members' expectations from the business. Non-monetary purposes
have been identified as motives that reduce conflicts and maximise family
support and then family integration. Family integration is important in
supporting and keeping the family and the business together in difficult
situations. These kinds of motives should be implanted into the young
generation’s minds from childhood. Therefore, parents have an important
role in implanting non-monetary purposes in younger family members.
Forgiveness, respect of family members, especially the elderly, close family
relationships, family unity, and pride are some of these motives that have
been indicated as necessary for continuity of family businesses in Iranian

culture.

According to the findings of this research, children should be prepared for
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involvement in the family business. This kind of preparation starts from
childhood at home by familiarising children with the business. The
preparation process then continues through mentoring in the business under
the supervision of a senior member. It is suggested that the mentoring
preparation plan should include university education related to the business.
Then the young family members should have a chance to run their own
section, department and then a company related to the family business. This
kind of preparation process will result in the participative commitment
extensively discussed in this thesis. Fully prepared family members will
thereby participate in creating legitimacy of the company and contribute to
building and keeping trust, and enhancing family integration in order to
support the family business’s continuity.

Now that the main contributions of this research to knowledge and practice
have been highlighted, in terms of contribution to knowledge, the research
provides understanding that enables engagement with the theoretical
process behind transition within the under-studied context of Iranian family
businesses. In terms of professional practice this research can assist family
members in family businesses as they plan for sustainability or as they look
to grow their family business.

The next section will explain my personal reflection on this thesis.

8.5 Personal Reflection

The personal interest of the author drove the execution of this study. | am
involved in a family business as a second generation family member. | have
éxperienced bitter disagreements between family members and the feeling of
how bad it is to annoy or get annoyed by family members because of the
shared business. Therefore, | have always had an interest in resolving family
business conflicts, and finding a way to achieve a smooth transition of the
business has been my main concem. | have been looking for a valuable
practical model to work with on this concern. Therefore, my personal interest
was the driver to conduct this research. This section will trace the background
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of my family business and then explain the position of my family business in
terms of the presented framework figure (4.10). Finally this section will

expand how the model fits into my family business.

My family business was formed 20 years ago by my father as the founder of
the business. As an entrepreneur and hardworking man, he has been through
different trading businesses. He started a manufacturing company in 1996
and officially registered the shares of the company equally among all family
members (four children, his wife and himself). He then ran different
manufacturing businesses and followed the same equalisation on share
gifting for the other businesses as well. This attitude of gift sharing is
compatible with the gift sharing planning in the sustaining governance
structure of proposed continuity model (Figure 4.10, p144). Therefore, my
father made an important step to motivate us to join the business.

My older brother, as the first child, became involved full time in the business
in 2001. | joined the business full time in 2004. My other brother only joined
the business part time as he did not want to work in Iran and he was not allied
with our father’s attitude toward running the business. My older brother and |
are trying to support the family business but the other brother is not willing to
join the business as he does not believe he can work within the current
structure of the family business. However, my not-involved brother believes it
is his right that the family business supports his living costs as well as paying
the capital for his business plan in another country. Secondly, he is happy
working outside the country as he has been living outside Iran for half of his
life. Non-involvement of my brother is annoying the family members and our
parents as the family wants him to be part of the family business as one of the

shareholders.

My brothers and | became familiar with the business alphabet when we were
very young and were exposed to our father's business by visiting his shops,
visiting the factory and by working part time there. My Mother played a major
role in supporting our father and requiring us to respect our father as the head
of the family and business. She always reminded us how hard our father
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worked to support the family and formed a positive image of my father in our
minds. She always admired my father and asked us to do so. Furthermore,
our parents implanted the values of honesty, respect, clean money and close
relationships in our mind to prepare us for our life in the future. According to
this research, this early education by my parents corresponds to a plan for
children’s preparation which, according to Figure 4.10 presented in this
thesis, enhances participative commitment. Therefore, my parents worked
hard to implant non-monetary motives in our mind, which support the concept
of family integration which is presented as the third theme of this research in

the presented continuity model (figure 4.10, p144).

According to Figure 4.10, the family members’ preparation plan plays an
important role in forming the children’s identities and thereby creating
participative commitment among them (5.2.2, p157). Mentoring and higher
education are part of this preparation plan. My father, as the head of the
family and business, took us through different mentoring programmes. He
asked us to work in shops, in factories, and in different departments under his
supervision. He also directed and supported us to take relevant business
university courses as long as we were working with the company. Therefore,
my father’s activity on mentoring and educating us was in accordance with

the findings of this research, although he did not follow any written plan.

The findings of this research identified that another stage of the child
preparation plan is for new members to run their own section, to prepare them
for running the bigger business (5.2.2). My father gave us different
departments to run after we finished our university studies. After a while, he
assigned each of us as a managing director of an individual company apart
from the core family business. Therefore it seems that his plan was in

accordance with the preparation plan presented in this research.

Although the mentioned positive preparation plan was followed by my father
in accordance with this study, my family business has been suffering from
disagreements among our family members. My father has been using his

power trying to resolve the generational issues and find the best way of
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saving the family and the business. However, based on this research there
are other steps that my family business needs to take in order to resolve the

issues and support the business’s sustainability.

Conducting this research has informed me that sustaining governance is one
of the important components of continuity planning. My family business does
not have any structure for making plans and policies. Furthermore, there are
very few meetings, often held when something very important or critical arises
and everybody needs to participate. Therefore, according to the findings of
this research, my family business should form a governance structure and
hold regular meetings with the participation of all family members to make
relevant policy and plans and make important decisions. This kind of regular
meeting would not only bring structure to our family business but also help us
to make policy and plans and clarify the roles and positions of family
members in order to manage expectations and resolve issues. Therefore, a
clear structure of governance, including policy and plans that family members

participate in devising, is required for our family business.

Family businesses require a clear compensation and dividend policy to
resolve some of their issues, as the findings of this research informed
(Chapter 5, 5.3.2). My family business does not follow any structure on
compensation and dividend payment plans. This has caused conflicts in the
long term among our family members. Furthermore, according to the
research, unclear compensation and dividend policies damage trust among
family members. It was never decided how much each of us would receive as
income or how much dividend should be paid to each family member.
Therefore a clear compensation and dividend policy is necessary for my

family business in order to resolve the issues and support trust among us.

According to the findings of this research, family members should have a
degree of financial independence in their lives so they do not have to answer
to anybody for their financial decisions (Chapter 5, section 5.2.4). The lack of
financial independence among family members in my family business has

caused conflicts. We always have to ask our father for the money we need or

263



for our plans. Therefore, family members in my family business need to have

some sort of financial independence.

The outcomes of this research have informed me that disclosure and
transparency among family members play an important role in resolving
issues and enhancing the trust level among family members which is required
for sustainability of family businesses (section 5.3.2). Accordingly, everything
regarding payments should be clear among family members and what each
person receives should be agreed. Furthermore, business investment ideas
should first be discussed with family members to see if they want to
participate. This increases the level of trust among family members. As
mentioned before, there is no clarity over compensation and payments in my
family business. Therefore, my family business needs to maintain a higher
level of transparency, disclosure of payments, and sharing of business

opportunities.

Conducting this research has developed the understanding that not
everything can be planned in life and not in family businesses. Therefore
family businesses need to have a sort of agenda to sit together and resolve
the issues and respond quickly to changes (section 6.3.4). This could only
happen within the meetings with participation of all family members. As
mentioned earlier, my family business has no structure for meetings,
meetings are not held regularly, meaning conflicts remain unresolved, which
harms the family members and puts the continuity of the family business in
danger. Therefore, business meetings and family meetings with an agenda of
resolving issues and making decisions to respond to changes are highly

necessary for my family business.

The findings of this research identified that family members should participate
in the decisions of family business in order to support those decisions and to
feel they are important to the business (section 5.3.1). In my family business,
most of the decisions are made by my father, who has control. He has been
trying to invite us as younger family members to participate in decisions and
listen to our ideas in recent years but the issues harmed the process and
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harmed the level of trust. Therefore, our family business should adopt a
process of making decisions with the participation of every family member so
the decisions receive more support from the members and the members feel

that they are important for the business.

Conducting this research leads to another understanding that close family
relationships are necessary to the continuity of family business. Accordingly,
family meetings and board meetings are important activities that enhance
communication among family members and make relationships closer. My
parents have been trying to hold family meetings as family gatherings once a
week but there is a lack of board meetings, as mentioned earlier. Therefore
more family gatherings and board meetings are necessary for increasing the
communication level and making relationships closer between our family

members.

This research leads to an understanding that parents need to teach their
children to understand wealth (section 7.4.2). This will affect the children’s
purpose of involvement and will minimise conflicts by managing the
children’s expectations. Accordingly, family members who work in the
business have better understanding of wealth compared to the members
who are not involved in the business. People who are more interested in the
business are more interested in work, and less interested in consuming. In
my family business our parents tried to teach us the value of money and not
to consume our wealth entirely. They also tried to teach us to work for our
money. Accordingly, my father introduced us to work in the business from the
bottom and did not let us have access to huge amounts of money.
Furthermore, my parents were not successful in teaching my other brother
the value of money and there is a big difference between those of us who are
involved in the business and my other brother, who is now not willing to work
with the business. This has been one of the main issues for my family
business. However, giving the family members of my family business some
sort of financial independence and freedom to manage our own financial
lives seems necessary for continuity of the family business. Therefore, |
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would suggest a financial independence plan and compensation policy for

family members in my family business.

As the DBA course is about contribution to professional practice and

because this research relates to my family and my business, this section will

outline how my family business will be run differently because of my

research. How am | going to use my research to resolve issues in my family

business and help me move the family business to the next generation?

Accordingly, | am pursuing the following plan of action:

According to the conceptual framework (Figure 4.10, p.144) family
integration is an area of generation conflicts. Moreover, as discussed
in chapter 7 (section 7.3), family integration is enhanced by
addressing, discussing and resolving the issues in family meetings
and business meetings (board meetings). Therefore, | have started
holding family meetings and business meetings with the family
members. The aim of the family meetings is to address our family
members’ issues and to resolve them appropriately. The aim of the
business meetings is to discuss family businesses issues and inform
all the family members about the current business process and future

plans.

The sustainability model (Figure 4.10, p.144) highlights the importance
of involving new family members. According to the model, any
succession plan requires family members’ involvement and
participation and support (section 4.4). Therefore, | aim to find ways to
involve more family members in the business. This includes my brother
at the current stage and younger family members in the future.
Conducting this research has informed me that the more family
members are involved in the business, the greater the chance of

sustainability.
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As explained in previous paragraphs, the presented sustainability
framework (Figure 4.10, p.144) highlights the importance of involving
new family members in the business. Accordingly, | have already
started to encourage my brother to be involved in the business as well
as explaining to my father the need to encourage him to join the family

business.

The conceptual framework (Figure 4.10, p.144) identified family
integration as an area of conflicts in family businesses. Moreover, this
research leads to this understanding that regular family meetings and
business meetings support family integration (section 7.1, p.209).
Accordingly, | am attempting to enhance integration between my
father, my other two brothers and myself by planning more family

visits as well as business meetings.

The sustainability model (Figure 4.10, p.144) proposed governance is
an area of conflicts in family businesses that need to be managed.
Accordingly, many family business issues could be managed by clear
plans and policies in family businesses (section 5.2 p.152 and section
5.3, p.171). Hence, | have already started to make plans and policies
for all our companies. To that end, my father, my brother and | agreed
to move into a new building and for us to work together on making

business plans and policies for our family business.

The presented model (Figure 4.10, p.144) raised the issue of family
trust as another area of conflict in family businesses. Accordingly, the
high level of trust among family members should be supported and
protected by adopting disclosure and transparency (section 6.3,
p.195). Therefore, | raised the issue of disclosure and transparency in
a family meeting and suggested that all business and financial
activities should be transparent among all family members in order to
minimise possible issues. This suggestion was happily accepted by all

family members.
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As the framework (Figure 4.10, p.144) illustrates, involvement of new
family members in the business is important to support the
sustainability of a family business. Therefore, | will invite more family
members to participate in making decisions regarding the future of the
business by arranging business meetings and discussing business

matters.

The presented sustainability framework (Figure 4.10, p.144) is based
on the time line. Accordingly, what is past is gone, but | will share and
discuss my family business sustainability knowledge with my family
and will guide them based on my knowledge. | will relate this

knowledge to other family businesses as well.

The framework (Figure 4.10, p.144) illustrates the importance of family
members’ education. Their education needs to be planned by family
business leaders. Moreover the education in each lifecycle stage
needs to be appropriate to the age on the new family members, with
the aim of preparing a new reliable leader generation for the family
business. Therefore, | will educate my children in the ways of the
business and will try my best to prepare them to take over the
business in the future by teaching them, mentoring them and

supporting them in higher education relevant to the business.

This section has focused on my contribution to professional practice. My
research has enhanced my knowledge regarding sustainability of family
businesses, and therefore my own family business. Accordingly, based on the
presented models, | have outlined the activities that | have already started in
order to support the sustainability of my family business and my future plans
to involve younger family members in the business. | consider this research to
be reliable guidance as it addresses most of my family business issues and
covers almost all areas of conflict as well as providing me with an overall

understanding of family businesses, their issues and their sustainability.
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This section highlighted and explained the contribution of this research to
practice. Accordingly, the section discussed the contribution to professional

practice and expanded on my personal reflection regarding this research.

8.6 Limitations and Recommendations for future study

This research contributes to bridging the gaps in the existing knowledge on
sustainability of family businesses. This chapter summarised the insights
developed in the previous chapters relating to the nature of family
businesses and how to sustain a family business into the next generation.
First of all, this chapter highlighted the research questions the study aimed to
answer. Next, the chapter outlined the contribution of this study to research
and practice and the contribution to professional practice in terms of the
author's personal reflection on the research journey and laid out a plan of
action for his family business, based on the research findings. Now the

limitations of this research will be discussed.

The present study, like most research, has certain limitations. Due to the
nature of the research, data was collected from specific family businesses
and specific SMEs in a particular region of Iran. Therefore, there is a need
for caution in the use of the findings, and further investigation is needed into
generational issues and how to transit family businesses to the third
generation. In addition, some family businesses discussed in this thesis did
not have a high level of involvement in the research project, so less data
was collected from this group of participants. Had this not been the case,

richer results and recommendations could have been obtained.

In this research, more interviews might have been conducted at the first
stage (preliminary study) of data collection, by looking at the issues between
the different generations in more detail. That could have added more rigidity

to the second stage of data collection and analysis.
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As all interviewed family businesses were from industrial backgrounds,
further research could be carried out through a comparative study among
family businesses from different sectors (for instance, agriculture or service),
where the result might be different in terms of how and to what extent
participants from these industries can influence mutual understanding and

the development of sustainability.

In addition, further research could compare transition processes from a wider
international perspective, as some countries, e.g. the USA and EU, Japan, or
from a more regional perspective, some Middle East countries, exemplify the
best practice in terms of sustainability of family businesses.

The author needs to stress that the interviews were mostly conducted with
senior family managers and owners. Despite this representativeness, it
would have been ideal to collect data from multiple sources. Understanding
perceptions of generational conflict among non-family managers would
therefore be quite relevant for comparison with the vision of the owners. The
author therefore recommends that future research should consider the
viewpoint of non-family managers, since most investigations of generational
conflict presented in the literature are conducted from the viewpoint of family

members rather than non-family members.

The fact that the sample focused on Iranian family firms limits the
possibilities for generalisation of the results. Iranian culture is strongly
relational, which clearly involves different behaviours and different influences

from those that occur in other, more transaction-oriented cultures.

It is believed that this study offers an advance on previous research in the
field of sustainability of family firms. It contributes some insights and provides
empirical support for theoretical propositions present in the literature.
Furthermore, it is believed that this research satisfactorily fulfils the author’s
interest in conducting this research. The author also hopes this research will
help other family businesses by providing them with practical guidelines for

achieving continuity.
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Finally, the author makes the following suggestions for further research in
this field. Accordingly, the role of senior family members in preparing the new
family members in each transition life cycle level, how to increase
involvement of new family members, appropriate policies and plans, new
ways of supporting trust in family businesses and ways of increasing
integration among family members are areas of study suggested by the

author for future research.

Respect, pride and forgiveness have been recognised as the most important
emotional ownership factors in Iran in supporting family business Integrity
and thus sustainability. Although these ideas may be the result of the
dominant religion, Islam, and relate to forgiveness and collectivism. however,
in the UK or in the west it might be a bit more individualistic and people are
on their own and the idea of forgiveness might be different and be more
about competitiveness or mistrust or something like that. Therefore, future
research could focus on these emotional ownership factors in depth and
ways of increasing family integration. In addition, while this study has
identified participative commitment as the key to sustainability of Iranian
family businesses, it could be useful to look at what participative commitment

means in a different culture.

This definition for participative commitment is what is necessary for the
sustainability of Iranian family businesses. As mentioned before, Iran has
collectivism culture which may be a result of the country’s dominant religion.
It supports commitment and participation. However, it could be useful to look
at, what would participative commitment means in a different culture. For
instance, participative commitment in England may means more competitive
and more individualistic and the notion of participative commitment might be
different. Therefore, this research suggests to study around participative
commitment for the future study as there may be some more research

needed to expand this Idea.
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Appendix

Appendix (1): Interview Questions

Designed: 30Min Interviewer: Ali Sayyadizadeh
Recording ¥
Company: Interviewee: Position: Date:

1. Could you please let us know how your business started? Background
and Biography?

2. How did your business turn into family business?

3. When and how did family members join the business? Which
generation are they in?

4. How did you manage family members’ involvement into the business?
Are they aware of Family business values?

5. What is your policy or governance structure for family members’
involvement and their role in the business?

6. How do their involvements affect the business or family?

7. What are the family members’ roles in the family business succession
and succession planning?

8. How do Family members act in their Professional capacities or has it
not been defined?

9. Have you experienced any conflict or issues in the business between
family members? If so, how did you manage that?

10.Has your business experienced any power conflicts between family
members?

11.How do you prepare to transit the business to the next generation?

12.How do your cultural ties affect your family members and
consequently the business?

13.Could you explain if you have experienced any generational issues in
your involvement in the business? If so, what were they? And what
was your reaction?

14.How have you managed generational issues in the business?
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15.How do you prepare or educate family members to continue the
business or for success of the family business in the future?

16.What is your perspective for the future of the Business?

17.Would you like to add anything else (How you could overcome family

business issues and survive to the next generation)?
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Appendix (2): University Introduction letter for data collection

Sheffield |Sheffield
Hallam

Business

Uni

versity | School

4™ July 2013

To whom it may concern,

Sheffield

Hallam University
City Campus
Howard Street
Sheffield S1 1WB

T +44(0)114 225 5555
www.shu.ac.uk/sbs
enquiries@shu.acuk

This is to certify that Mr Ali Sayyadizadeh is a Doctoral Student at Sheffield
Business School and is conducting his research on “Sustainability of family

businesses and Multi-generational issues.”

Any help and support you might be able to give him in pursuit of his research
would be very much appreciated. Any information provided or data collected
through his research will be treated as strictly confidential. Organizations and
individuals participating in the research will not be identified in the subsequent

findings and the results will not be published without your agreement.

If you require any further information please do not hesitate to contact me.

Thank you for your support.

Yours faithfully,

MIEIE 7

Dr Murray C. Clark
DBA Director of studies

m.c.clark@shu.ac.uk
+44 (0) 114 225 5241

+44 (0) 7702 503 935
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