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Transgenerational Succession

TRANSGENERATIONAL SUCCESSION OF FAMILY BUSINESS IN AN INDIAN CULTURE.- AN INVESTIGATION

Abstract

In this study, the transgenerational succession issues and the required factors needed for the success of the transgenerational succession in the family run businesses in India are examined using the review of existing studies and case studies based on interviews with the mangers of different family run businesses. The study shows that both the incumbent and the successor  factors are influential in preventing the successful transgenerational succession process. The main factors preventing the transgenerational succession in the Indian cultural context can be classified based on the classification followed by Massis et al (2008) as individual factors, which include both incumbent and successor factors, relational factors, financial factors, environmental factors and process factors. The discussion shows that the cultural context within which the family firms are put in plays a very important role in affecting the success of transgenerational process in these firms. For the success of the transgenerational succession process, the study recommends the  analysis of factors form both the sides of the incumbents and the successors including the training of the successors,  relationship between incumbents and successors, effective succession plan, relational autonomy to the successors, professionalization of the business  and avoiding internal conflicts through leaving top management to professionals outside the business. 
CHAPTER I
INTRODUCTION

1.1. Background and Motivation
Family businesses play a very important role in the economic development of all countries (Urassa, 2009).The contribution of family businesses to the global GDP is reported as ranging from 70 percent to 90 percent(Family Firm Institute,2012).According to the European Commission(2009) statistics, 60 percent of the European businesses is constituted by the family  businesses. 
One important issue that has become topic of research regarding the family business is the transgenerational ownership transfer or succession of the family businesses ( Maalu etal,2013).This issue has become one of significant relevance due to the high failure rates in the trans generational succession of family businesses (PriceWaterCoopers, 2009). Studies showed many family businesses selling off or getting terminated after the death of the founder in many countries (Master and Leavens, 2010). Moreover, the decisions regarding the succession in the family run businesses in many countries were dependent on the family relations and the values rather than the needs for the businesses as well as the capabilities of the successor (Frishkoff, 1994). This in turn could have resulted in the high failure rates of the transgenerational succession in the family businesses, which becomes an issue of considerable interest among the researchers. Thus, the survival of the family business in the long term had been a major concern among the researchers in this field. The successful handling of the trans generational succession of ownership is considered a significant factor determining the successful performance of the family businesses in the long term (Maalu etal, 2013). Hence, the factors contributing to its success needs to be examined in detail, which has important policy implications, given the role played by the family businesses in the economic development of countries.

 Theoretically, there had been many attempts to explain the success factors for the transgenerational succession of family businesses based on agency theory, resource and capacities theory, stewardship theory etc. However, no single theory was able to explain this alone (Molina and Rutterford, 2011). The empirical studies in this regard show mixed results in this regard and there are variations in the results depending on the cultural regions where the family businesses are located (Gupta and Levinberg, 2010).Thus cultural variations play a major role in explaining the reasons behind the success or failure of the transgenerational succession of the family businesses.
1.2. Research Context

In India, 90 percent of the total output is accounted for by family run business. Moreover, 79 percent of the organized private sector employment and 27 percent of the overall employment   is accounted for by the family run business (Bernard, 2013). One primary issue faced by the Indian family businesses is reported as the transgenerational succession failures due to improper succession planning (Margaret, 2014). Moreover majority(52%) of the CEOS in the family run businesses in India were reported to be in power till their deaths , higher than the trend found in even developed nations like America, as show by studies(Margaret,2014). Studies also show that the survival rate of the family businesses until the third generation is only 13 percent and after that the rate is only 4 percent(Bernard,2013). Moreover, the studies also show the disintegration of many family businesses in India due to generational conflicts (Bernard, 2013). This shows the problems with transgenerational succession as one major issue in the family run businesses in India that can affect its performance. Since the studies show the role of the cultural contexts within which the family businesses are run in determining the nature of the businesses and related issues as explained earlier, there can be differences in this regard based on cultural variations. Thus, the transgenerational succession issues and the factors needed for the success  of the transgenerational succession in the family run businesses needs to be examined in detail based on the cultural contexts of different  family businesses,  given the significant contribution  of the family businesses  to the Indian economy. There is a lack of  detailed studies in this regard in the Indian context. This study tries to fill this gap.
The next section discusses the research question, aim and objective of the study.

1.3. Problem Statement 

  Given the high failure rates of transgenerational successions in the family businesses in India, it becomes relevant to examine why these rates are high .Moreover, the different factors required for the success of transgenerational succession in these family businesses also need to be identified, in the context of cultural variations among these family businesses. Thus, how to make them survive in the long run needs to be examined in the Indian context.
1.4. Research Questions, Aim and Objectives

  Given the above background, the research questions of the study are the following

(1)What are the main transgenerational succession issues in the family run businesses in Indian culture?

(2)Which factors are needed for the success of transgenerational succession in the family businesses in India?

The aim of the study is to examine the transgenerational succession issues in the family run businesses in India and to examine the required  factors needed for the success of the transgenertaional succession in the family run businesses in India

The objectives of the study are the following

(1)To examine the main transgenerational succession issues in the family run businesses in India

(2)To examine the reasons for the transgenerational succession issues in the  family run businesses in India

(3)To suggest recommendations for the success of the transgenerational succession in family businesses in India

1.5. Structure of the Study

The study is organized as follows. There are five chapters for this study. In this chapter, the relevance of the study is clearly pointed out along with the aim and objectives. In the next chapter, the existing theoretical and empirical studies related to the objectives are critically examined .Based on this review, the research gaps and the theoretical framework for this study is identified. In the third chapter, the research methodology for the study is discussed. The choice of methodology based on the review of existing methodologies, data collection, sample selection methods, analysis procedure and limitations of the research are discussed in this chapter. In the fourth chapter, the findings of the study based on the analysis are discussed and interpreted. The fifth chapter concludes the study providing summary of the study, conclusions, recommendations and scope for future research.
The next chapter critically reviews the existing theoretical and empirical studies related to the aim and objectives of the study.

CHAPTER II
REVIEW OF LITERATURE

2.1. Introduction

In this chapter, the theoretical and empirical studies on the transgenerational succession issues are discussed in the global and Indian context. This chapter has four sections. In the next section, the concepts and the theoretical studies are discussed. In the third section, the empirical studies are discussed in the global and Indian context. The fourth section concludes the chapter, identifies the research gaps and the theoretical framework for this study.
2.2. Concepts and Theoretical Studies
 2.2.1. Concepts 
Family Businesses

There had been many attempts in the literature to define family business while no consensus is yet emerged (Kraiczy, 2013). For example, Chua et al(1999, p25) theoretically defined family business as   "a business governed and/or managed with the intention to shape and pursue the vision of the business held by a dominant coalition controlled by members of the same family or a small number of families in a manner that is potentially sustainable across generations of the family". According to another definition by IFC (2008), family business is the company where the controlling family has the major voting power and the intention of the founder is to pass the ownership of the company to the descendants. Based on the review of more than 90 defintions of family businesses, European Commission(2009) propsed a generally accepted definition of family business as 
“A firm, of any size, is a family business, if:

(1) The majority of decision-making rights is in the possession of the natural person(s) who established

the firm, or in the possession of the natural person(s) who has/have acquired the share capital of the firm, or

in the possession of their spouses, parents, child or children’s direct heirs.

(2) The majority of decision-making rights are indirect or direct.

(3) At least one representative of the family or kin is formally involved in the governance of the firm.

(4) Listed companies meet the definition of family enterprise if the person who established or acquired the

firm (share capital) or their families or descendants possess 25 per cent of the decision-making rights mandated

by their share capital”(Molina and Rutterford,2011,p94).

Transgenerational Succession
One main challenge to family businesses is obtained as the transgenerational succession (Royer et al, 2008). There are different phases involved in the transgenerational succession process. In the first phase, there is leadership transfer of the family business so that the younger generation is handed over the leadership of the business (Handler, 1994). In the second phase, there is transfer of ownership to the next generation (Matser and Lievens, 2010). However, in studies it was shown that there is simultaneous transfer of ownership and management in family businesses in many countries (Vander Eijk etal, 2004). There is knowledge transfer also with the management and ownership transfer to the next generation ( Matser and Lievens,2010). In many studies, succession is defined as the transgenerational transfer of social capital, which consists of resources like knowledge, networks, opportunities, support, trust etc (Baker, 2000). Thus succession in family businesses is defined as those which consists of many stages  that takes time where the successor starts from no role in the business to helper, manager and then to the owner(Handler,1994). The main issue in the trans generational succession process is whether the performance of the family business is good or bad or stable under the new successor when the ownership is handed over to him since there selection of the successor can be based on family motivations rather than business requirements (Bratnicki, 2003). Moreover, the failure in proper succession planning can result in   issues like conflicts between the successors, inadequate knowledge and lack of managerial capabilities leading to survival crisis of the firm (Bertoldi etal,2011).
2.2.2. Theoretical Studies
The main theories  used for  examining the family business systems are systems theory, lifecycle approach, agency theory,  resource based view and stewardship theory(Prior,2012). The systems theory suggests different subsystems in a family business and the common goal can be achieved only through counter adjustments between these subsystems thus becoming able to balance the roles of owner, manager and entrepreneur (Prior, 2012). This theory is modified as a developmental by including time factor in it and integrating the dynamics of family and business (Gersick et al, 1997). Based on the lifecycle approach, the family business governance needs to be  based on its stage in the lifecycle namely existence, survival, success, renewal and decline(Farrington and Vender,2005). Agency theory states that all stakeholders' goals need not be aligned and there can be huge costs for the business in this regard (Poza, 2010). Resource based view suggests how the family businesses can maintain competitive advantage using their unique resources like community feeling, inspired longevity etc (Suarez et al, 2011). The stewardship view states the pride sense as the main goal of the owners of family business, which can result in either the business success or failure (Poza, 2010). 
Theories on Transgenerational Succession
One main variable, which has greater significance when applied to the relationship quality between family members involved in a succession process, is the cultural variable ( Barbot etal,2004) ). This is because  socio cultural factors are assumed to be inducing entrepreneurship(Shapero and Sokol,1982).Behavioural changes and management styles in the family firms  are created by national cultures  through training , family, education, lifestyle changes, traditions, politics, religions etc(Hofstede,1997).
The variations in the national cultures are explained in terms of two main frameworks namely Hall (1989) and Hofstade et al (2003).According to Hall (1989), there are two types of cultural contexts namely high context and low context cultures. For the high context cultures, there will be internalization of information by the individuals while only very little in the form of transmitted message exists. Here, non-verbal communication is more important than the verbal communication (Hall and Hall, 1990). Examples for countries with high context cultures include Japan, most Asian countries including India, Arab countries, African countries etc. Here the power of traditions will be low and there will be listening culture. For the low context cultures, verbal communication is mostly important with high power of traditions and a talking culture (Hall and Hall,1990). Examples include Unites States, Germany, Norway, Denmark, Sweden and Finland
According to the model by Hofstade et al (2003), one main influential factor affecting the behaviour and actions of individuals in a distinct cultural community is their national culture. Moreover, their attitude and response towards five social issues namely identity, hierarchy, gender, uncertainty and time is also influenced by the national culture. Based on this framework, the entrepreneurial behaviour in family firms is considered affected significantly by national culture in terms of five cultural dimensions namely individualism versus collectivism, power distance, gender roles, uncertainty avoidance and long-term orientations. However, the main critique of the above framework is that since there exists heterogeneous units in a domestic population, the analysis avoids the influences of community variations in national cultures (Safi, 2010).

Given the above two theories explaining the differences in national cultures, the role of  national culture in affecting the trans generational succession issues in family firms is clearly understood  based on these theories. In this regard, in the dialectic model developed by Barbot et al (2004), two types of transmission characters namely managerial and patrimonial transmission are distinguished and the main actors' psychological features are focused. The effects of culture on the relationship quality of the members involved in the transmission are also focused in this model. This model clearly shows the change in family relationships across different national cultures, which in turn affect the succession process. 
In the theoretical model by Venter et al (2005), the main factors that influence the success of transgenerational succession include the successor willingness for business takeover, successor preparation level and owner-manager and successor relation. Among these, the expected factors, which can affect the successor willingness for business takeover, are rewards from the business, the confidence in the abilities of the successor and alignment of personal needs. The other two factors are expected to be affected by harmony in the family. However, the main limitation of the model is that it did not capture the effects of the business environment and culture as well as the factors related to the incumbents (Prior, 2012). Mass et al (2008) examined the main factors, which prevent the successful transgenerational succession by developing a theoretical model. This model identified factors, which can be classified as individual, relation, context, financial, and process factors that can prevent the successful trans generational succession. The individual factors included the non-capability of successor, motivation problems with successor, unanticipated successor loss, extreme personal incumbent attachment with the business, family problems of the incumbent, unanticipated death of the incumbent. The context factors included the business performance changes, business scale decline, customer or supplier loss etc. The process factors included the successor preparatory activities related factors, successor development related factors and successor selection related factors. The relation factors included conflicts arising within family members and relationship problems among members, lack of confidence in the successors, lack of commitment etc. The financial factors included  tax burden which is not sustainable, lack of funds to liquidate heirs, lack of funds for  accommodating managerial hiring costs etc.  In the model by Bertoldi et al(2011), for evaluating transgenerational succession in family businesses, ten indicators namely company structure in managerial terms, new generation strategic vision, skills and capabilities of new generation, work climate, human resources in developing leadership, the complexity of relations in quantitative and qualitative terms,  intergenerational perspectives of vision, family and business wealth overlapping and   the other than business wealth management were used for the successful transgenerational succession. 
The theoretical review above shows that no single theory is  able to explain fully the transgenerationl succession issues in family firms and their reasons. The empirical studies can provide insights that are more detailed in this regard. The next section discusses the empirical studies in this regard.
2.3. Empirical Studies
2.3.1. Global Studies
Yang (2002) examined the trans generational succession issues in family firms based on the case study of Michael Stone Ltd, a Manchester based family owned firm. The study showed the main succession issues as succession planning, successor training and intergenerational relationship. The study showed the need for proper succession planning to explain its potential well. It also showed systematic training as an essential factor needed for sustained competitive advantage. Moreover, a healthy relationship between the owner manager and the successor was identified very crucial for good commitment of the successor to the business. The main limitation with the study is that it is based on a single case study, which need not be generalizable when applied to other family firms operating in different cultures and business environments.

Duh et al (2006) examined the family business transgenerational succession problems in transition economies based on a survey of 350 Slovenian SMEs, which were family owned firms. The study showed that the control of these firms was mainly in the hands of the founding owner, who lacked any managerial experience and only had practical experience. This created lot of problems to the firm performance. The study showed the need for increasing strong awareness of the owner-managers through various training programs and general counsels. This study again has generalization problems, when applied to the other country contexts.
Mehrotra et al(2011), based on a sample of  41 countries including both developed and developing countries  showed the  problems created by  transgnerational succession in family firms. They showed the reasons as the lack of capabilities of the successors compared to the founders and also to the talent available in the market. They also proved in the study that arranged marriages  could provide the necessary managerial  talent needed for the family firms based on several dimensions of culture as proxies of arranged marriages in the 41 countries and using other control variables in the study . However, how far the variables used represented arranged marriages remains debatable.  
Yacob(2012) based on the case study of Malaysian based family business firm found by Europeans , called Behn Meyer, examined the aspects of sustainability, longevity and adaptability in the firm for more than four generations. The study showed that while other similar European firms failed, this firm performed successfully for more than four generations through innovation, re innovation and adaptation, in adverse environments. The study showed the selection of committed partners through well-defined governance system as one main reason for its survival over the generations. The successors had to undergo long apprenticeship training, which made them very capable successors. These capable successors acted very efficiently in response to the changes in the industry catering to the requirements of the customers. The firm also did not depend entirely on family members for the successor selection and rather appointed non-family members as successors who remained committed to the firm. The third reason that enabled the resilience of the firm was very good knowledge management that allowed the firm to make good exploitation of the potential of the region. Thus, the firm very well showed selecting capable successors can result in the successful performance of family business firms even after four generations. However, the main limitation with this study is that it is based on only one case study and how far the results are generalizable is debatable. This is because cross-cultural variations can play a greater role in affecting the succession issues in family firms, as shown by many studies. For example the study by Dyer(1988) supported by  Miller et al(2004) obtained  the significant role played by culture in  influencing the family business continuity beyond the founder.
Prior (2012) examined the factors that determined successful transgenerational succession in family business firms based on the cases of seven South African firms. The study was conducted through semi-structured interviews and in depth discussions. The analysis based on the model by Ventor et al(2005) and  Massis et al(2008)showed that though South African family firms contributed significantly to the economic development of the region, the transgenerational success rates were very poor in these family firms. The analysis showed that better understanding of the relationships between family, ownership and management would be helpful in improving the factors responsible for the success of transgenerational succession in the region. The main limitations of this study were small size, difficulty in the generalization of findings and high non-response rate, all, which could create bias in the results. 
In the study by Hnatek(2013) based on a case study of family owned firm in Czech Republic examined the transgenerational succession issues in the family firms. The study based on the secondary data obtained from the firm showed that the firm was controlled by the founder who did not have any formal managerial experience and only had practical experience. Though the ownership was transferred to the successors, there was lack of involvement form their side in the business. The study showed the need for a strategic plan for the firm and the need for a proper succession plan with support from the external sources. This study again is based on a single case study and cannot be generalized.

Maalu et al (2013) examined the effects of succession strategies on firm performance in Kenyan family owned SMEs using cross sectional survey of 272 firms and case studies of 6 SMEs. The analysis using statistical methods showed the succession as mostly unplanned in the firms studied. No effect was found for succession strategy on the firm performance in the study. The study, however showed minimal effect of succession planning on the firm performance. On the other hand, case studies showed the family firms that had smooth succession had high growth after succession also. Hence, the relationship between succession and firm performance was not clear from this study. There were however, many limitations with the study due to methodological problems, for example, assuming only linear relationships, which could be problematic. The non-response rate also was high in the survey, which could bias the results. The generalizability of the findings, when applied to other regions is also debatable.
The above reviews showed that there could be cross-cultural variations in the transgenerational succession issues of family firms and the success factors required in this regard. Hence, country specific studies can provide insights that are more valuable in this regard.

2.3.2. Indian Context
In the Indian context, based on the case study of Reliance Industries, Singh and Goodrich (2006) examined the succession issues in the family owned firms in India. The splitting up of the unified Reliance Industries following the death of the founder Dheerubhai Ambani was shown as a clear example of a failed succession plan. There was a lack of a proper succession plan in this case which resulted in the souring of the personal relationships among the members of the Ambani family. The study showed the adverse effects of the environment, which was unstable, on the stock performance. There was the need for regulatory and corporate governance mechanisms for protecting the interests of the stakeholders in this case, as shown by the study. This study also is based on a single case study, which can have generalization problems, when applied to other region settings. Moreover, which factors were needed for the successful succession other than proper succession plan was not captured in the study. All these issues need to be captured using a detailed study.
In the article by Merchant (2013) one main succession issue facing the Indian family businesses was reported as the intergenerational gap in the families, which own the companies. Since the founder himself is the man managing the business alone, the culture of the family business becomes inward looking and conservative with a mindset focused to the owner. This culture was reported a main issue also   while the successors were absorbed, as shown in the study. This generation gap was found a serious succession issue in the Indian family firms. This finding, however needs to be verified based on multiple case studies and surveys for getting more valuable insights.
Krishnakumar(2013) examined the various succession issues assocciated with the family businesses in India. The study showed many unique characteristics and supporting social structures for the Indian family businesses  like family and relationships creating strong networks , which provided many advantages and at the same time succession problems, unlike the Western culture. The cultural context in India was found conducive for better family relationships than in the West, which in turn was supportive for the family firms. The differentiation based on cast and religion, was found a main factor leading to conflicts in family. Another main succession issue found in the Indian family firms was the strong gap between generations, which could affect the business of the Indian family firms. However, these findings also need to be verified using multiple case studies in a well defined framework.
Thus, the above section shows that there is a lack of detailed studies based on multiple case studies examining the transgenerational succession issues in the Indian family firms in a well-defined framework.

2.4. Conclusion
 In this chapter, the various theoretical and empirical studies related to transgenerational succession issues were critically examined. The theoretical and empirical review shows the importance of cultural variations playing a significant role in affecting the succession issues in family firms. The review shows the need for analyzing both incumbent and successor related factors that influence the success of transgenerationl succession in family firms. The empirical studies in the global context show the need for proper succession planning to achieve successful succession in family businesses. The other main issues found are lack of systematic training to the successors, intergeneratonal gap, various financial factors, individual and relationship factors .However, most of the existing studies are based on one or two case studies and are restricted to a particular cultural setting. The generalization of these findings can be problematic given the importance of cross cultural variations in this regard. In the Indian context, the review shows the social culture giving the family firms unique advantages to strengthen the business unlike the other countries. In spite of this, the transgenerational succession problems are very high here. This needs to be examined in detail. There is a lack of detailed studies in this regard in a well-defined framework. This study tries to fill this gap. The research gaps, which will be covered by this study, are the following
(1)Why are the transgenerational succession problems very high in India in spite of the conducive social culture supporting the family businesses here?

(2) Which factors are needed for the success of transgenerational success in Indian family firms?
The study uses the conceptual framework of Barbot et al (2004) which analyzes both incumbent and successor factors involved in the transgenerational succession in the family firms.
     Figure 1: The dialectic model by Barbot et al (2004)
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In this framework, culture plays an important role in affecting the relationship quality of members in the process. Moreover, the significant differences in the family relationships across different cultures are assumed in this model. The personality of the leader in affecting the preparation, setting up and the transfer completion success is shown by the model while the credibility of the successor is influenced by the attitude towards the firm and the predecessor. The issue of transgenerational success in this model is assumed complex  depending on many interrelated factors like the psychology of the predecessor, the skills and competencies of the  successor and various other dimensions in each stage of transfer process.
CHAPTER III

RESEARCH METHODOLOGY
3.1. Introduction
In this chapter, the research methodology for the present study is discussed. There are   six sections for this chapter. In the next section, the choice of methodology for the study is discussed. In the third section, the data collection methods are discussed. The fourth section discusses the sampling techniques and the data sources. The fifth section discusses the ethical issues involved in the research. The sixth section concludes the chapter.
3.2. Choice of Methodology

The two most popular and accepted research methodologies are positivism and interpretivism. For positivism, the reality is assumed independent of the researcher and hence the results are based on the observed facts and reasoning (Weber, 2004). There is no role for the ideological positions of the researcher here and hence the results are objective here (Ryan, 2006).The results obtained under positivism can be replicated under alternative situations. Empirical or quantitative methods are used for the analysis here and hence are deductive in nature. The main advantage of this method is the chances of verifying the reliability and validity of the results obtained using alternative methods (Walsham, 2006).The main limitation of this method is the possibility of replication of the results and the ignorance of alternative methods like the qualitative research methods.
The second methodology is interpretivism, which considers researchers and the reality as interdependent (Weber, 2004).Here, the ideological positions of the individuals forms the basis for the results and is subjective in nature. The results obtained under interpretivism cannot be replicated under alternative situations and are analyzed using qualitative methods. The main advantage of this methodology is the flexibility to use it under alternative situations .The main limitation of this methodology is the possibility of distortion of the results according to the judgement of the researcher due to its subjectivity (Walsham, 2006).
In this study, a combination of positivism and interpretivism is used for the analysis purposes. This is because, the differences in the ideological positions of the individuals need to be captured in this study and at the same time, the results need to be verified using quantitative methods. Both secondary and primary data is used for the analysis. Case studies based on interviews are used as the research tools for the collection of primary data. Case studies facilitate in depth  study of the topic of interest  and the understanding of the complexities involved in a topic , which is not possible with many other research tools like experimental design(Zaidah, 2003). Moreover, case studies can be analyzed both qualitatively and quantitatively. The main limitation, with this method is that generalization problems can emerge when applied under alternative situations (Eisenhardt, 1989). Multiple case studies, can overcome this limitation to some extent.
The two types of data analysis methods are the quantitative and the qualitative methods. The quantitative methods are based on the testing of hypotheses in relation to the objectives and are objective (Hiat,1986). These methods are replicable and can be generalized under different situations (Bryan and Bell, 2011).Qualitative methods, on the other hand are based on the experiences and thought processes of the individuals and are objective ( Denzen and Lincoln, 2005). The results are not replicable and there is generalization problems associated with these methods (Lincoln and Guba, 1985). A combination of quantitative and qualitative methods is used for the data analysis in this study. This method called triangulation involves studying the same phenomenon from multiple perspectives (Denzin, 1978). This is to ensure greater accuracy in the results. For checking the internal validity of results, within method triangulation is used while for cross checking the external validity of the results, between triangulation method is used (Glaser and Strauss, 1965). 
3.3. Data Collection Methods
   Primary data is collected by semistructured  interviews with the managers of seven different Indian family businesses in the construction field. The questionnaire for the interview is given in appendix 1. Questions on various issues related to the transgenerational succession and the methods for overcoming these are asked in the interview.  Construction field is selected here since there is widespread family ownership in this sector and there are significant differences in productivity across firms in this sector (La Porta et al, 1999). The seven family businesses in the construction field in this regard are the following. Ansal Properties and Infrastructure Limited, Lancogroup, Murugappa group,   Jindal group, Hindustan Construction Company, Comfort Living Private India Limited and  the Wadia group. The list of managers to be interviewed is obtained from the company directories and the websites The interview responses are analyzed qualitatively. Secondary data is collected from the existing studies and reports on the transgenenerational issues in the Indian family businesses. The data sources for these are Google Scholar, JSTOR, Science Direct, Euro monitor International, REPEC, IDEA and NRB. The secondary data collected is analyzed using descriptive statistics and charts.
The next section discusses the sampling techniques used in the study.
3.4.Sampling Techniques
Two categories of sampling namely probability and non probability sampling are distinguished in the literature (Thompson, 2002). In the case of probability sampling, each unit in the population has  guaranteed  chance of being selected with a probability not equal to zero. In the case of non probability sampling, there is no guarantee that each unit of the population will be selected .This means the probability here for each unit of being selected is unknown (Thompson, 2002). There are different types of probability sampling techniques namely simple random sampling, stratified sampling, systematic sampling, cluster sampling and multistage sampling (Cochran, 2012). 

 There are equal chances for each unit in the population for being selected in simple random sampling. In the case of stratified sampling, population is divided into various stratums and simple random subsamples are selected from each stratum. Thus, it is simple random sampling from each stratum. The initial point is selected with random method in systematic sampling and then every nth number in the list is selected. There will be a random selection of clusters in cluster sampling. Different stages are involved in the multistage sampling and there is a combination of different sampling techniques in each stage. 

There are various    non-probability sampling namely purposive or judgement sampling, convenience sampling, quota sampling and snowball sampling (Deville, 1991). In the first case, n conveniently available units are sampled. The judgement of the researcher forms the basis for the sampling in purposive sampling. The selection of the sample unit is based on the purposes of the researcher though full representation is not there (Cochran, 2012). In the quota sampling, the representation of different population subgroups is done based on characteristics, which are pertinent. The initial selection of sample is based on probability methods in the snowball sampling, while in the later stages, the first respondent provides the information for the sample to be selected (Deville, 1991).

In this study, the family firms and the managers of each family firm to be interviewed are selected using the judgement sampling or purposive sampling technique. This is used because the  samples are selected based on the judgement of researcher and for the definite purpose based on the criteria that these  firms are well established family firms in the construction field in India.
3.5. Ethical Issues

There are ethical issues involved in the research since the primary data is collected from the interviews with the managers of the selected family firms. This is because the questions on the issues involved in the transgenerational succession can have potential ethical implications. This  is overcome by getting consent from the owners of the family firms in advance regarding the interview. An agreement is signed with the respondents that the data collected from the research will be used only for educational purposes and not for any other purposes. Moreover, the confidentiality of the information collected is guaranteed to the respondents. All these are helpful in overcoming the ethical issues involved in the research
3.6. Limitations of the Research

The limitation of the research is that the case study is restricted to a particular sector due to time constrains and there can be generalization problems with that when applied to other sector family firms. Moreover, the sample size is only 7 for the interviews, which can create bias in the results. However, this is overcome to a significant extent by including the secondary data based research in the study.
3.7. Conclusion
In this chapter, the research methodology for the study is discussed based on the review of alternative methodologies. The choice of methodology for the study is justified in this chapter. The data collection methods, sampling techniques , analysis methods, ethical issues and  the limitations of the study are all discussed here. Combination of positivism and interpretivism is the selected method here. The research tool is case study based on interviews with triangulation as the data analysis method. Purposive sampling is the sampling technique used in the study.
CHAPTER IV

ANALYSIS AND FINDINGS
4.1. Introduction
In this chapter, the findings of the main analysis are discussed and interpreted. There are four sections for this chapter. In the next section, the analysis of the data from existing studies is discussed. In the third section, the interview responses are discussed. The last section discusses the results and concludes the chapter.

4.2. Analysis of Transgenerational Succession Issues 
  According to various surveys of the family businesses in India, the family businesses show great confidence in achieving their predicted growth (PWC, 2012, 2013).The following chart shows the expected challenges by the family businesses until 2017 according to the responses from Indian family firms and global firms.
Figure 1: Expected Challenges for Indian and Global Family Firms Until 2017

[image: image2.emf]
Source: PWC (2013)
The above  chart shows that one main challenge, which the family firms in India and the global family firms expect until 2017 is the succession planning and the  conflict between family members. Based on various studies, the main issues associated with the transgenerational succession issues in the family firms in Indian culture are the following
(1)  High Respect towards elders and the deference to their wishes: The extreme reverence of the Indian families to elders and the deference to their wishes, which emerged out of the requirements made by the Indian culture (Rivers, 2010). The studies show the younger generation in the family businesses wanting to become independent and simultaneously wishing to maintain their bonds with the family due to their high reverence to the elders. Thus, in case of the younger members becoming the CEO, they find it very difficult to ask the elders to change their functioning styles due to this reveration towards elders. This makes it very difficult to rise as young leaders by this generation. Moreover, there are chances of ignoring the decisions made by younger CEOs in family firms by the elders, which will affect the growth performance of these family firms. This shows the heavy requirements out by the cultural contexts in India putt upon the younger generation CEOs, which, in turn could affect the business performance.
(2)Role of Women: Based on the Indian culture, the inheritance issues favour the elder sons in the family businesses even though there will be skilled and ambitious daughters in the family. The women are forced to take the supporting role for the brothers in many family firms, as shown by studies (Rivers, 2010).
(3)Retaining professionals outside the family: Sometimes some family firms have to rely on professionals outside the family members for the management activities of the company. I n these cases, retaining them is very difficult since after some extent, promotion opportunities are not open to them. This is because even if the family members are not competent, they will be pushed into higher posts by avoiding promotions to non-family members. This makes it difficult to maintain non-family members. Moreover, there are chances of interferences in the jobs of the non-family members by the family members, which will affect the performance of the business (Sapovadia, 2012). This gives the chance of leaving them left out and alienated in the family businesses.  However, studies show that not all business aspects can be managed by family members alone and hence taking non-family members and management of the non family members   is very essential for the growth of a business (Bhattacharya, 2002).
(4) Management of boundaries between the family and the business: Making objective decisions recognizing the family emotions is a very challenging task in the Indian context. Due to the chances of emotional outbursts in family businesses, it becomes essential to keep non-family members in businesses to avoid possible internal conflicts. Otherwise, the family emotions interfere with the work in many family businesses (Sapovadia, 2012). Moreover, some tasks will be assigned to the family members in spite of the awareness that they are incompetent for those jobs due to the family orientation in the Indian culture. This can affect the job performance 
(5)Lack of proper succession planning:  One main challenge faced by many family firms is the lack of a proper and clearly defined succession planning. One main example is the split of Reliance into two groups following the death of Dheerubhai Ambani due to the lack of proper succession planning. This example shows that even in such big family firms in India, proper succession planning is lacking(Bhattacharya, 2002).Studies showed about 52 percent of CEOs wanting to remain in power until death which is higher than even in USA with only 16 percent in this regard(Margaret,2014).
Given this issues in the transgenerational succession process in the Indian family firms, the next section discusses the responses of the interview done in the study.

4.3. Interview Response Analysis
Interview 1(Ansal Properties and Infrastructure Limited)
 This company was started in 1967 and had been in the construction field for over 47 years. It had been dominated by the family members with no very limited role for the external members. The respondent did not agree that external members are essential for the  efficiency enhancement, decision making process and in the avoidance of the internal conflicts in the family. Rather he felt the need for a clear succession plan and the  personal and administrative skills as essential for the successful succession and the growth of the family business. Moreover, there exists a clear need for the separation of family and business interests and a boundary needs to be between these. The company strongly agreed with going in public for the professionalization of the business and avoiding the personal conflicts. Though the responsibilities are handed over to the younger generation at present, the dominating role is still played by the founder .At the same time the successor also has influential role in the management activities of the company. The founder never overlooks the decisions of the younger CEO. All these had been helpful in making the business a successful one, according to the respondent.
   Interview 2(Lanco Group)

    Established in 1980, the group had been in the construction business for 34 years. This family business was dominated by family members with very little room for the external members in the top management. The respondent never felt the reliance on external members as essential for the efficiency enhancement, decision-making process and the avoidance of the internal conflict in the company. Though the responsibilities of the company is handed over to the younger generation, the founder has still a dominating role. However, the younger CEO has key role for the company activity management. The personal and administrative skills of the founder and the successor are essential for a successful succession, according to the respondent. The company strongly supported going in public for professionalization of business and avoiding internal  conflicts in the family. There was a clear strategic plan for succession in the company, which had a positive effect on succession. There were clear boundaries between family and business interests. The main challenges facing the company are the financial problems due to the economic recession and to overcome these, the company is diversifying its activities, according to the respondent.
Interview 3(Murugappa Group)

Murugappa group established in 1942 had been one of the most successful family firms in the construction field. Though the top management mainly consisted of family members, they depended on external members also in the top management. They felt it essential for taking external members to enhance the efficiency of the firm, decision-making process and conflict avoidance and have a positive effect on the succession process. However, the dominance of family members is essential to build continuity in the process, according to the respondent. The founder has still a dominating role in the business .The founder always made the next generation members prepared for taking the charge of the company .There exists a clear strategic plan for succession in the company. The respondent felt both the founder's and the successor's personal and administrative skills as essential for a successful succession. The younger generation CEO has a key role in the company management activity and there was clear separation between personal and family interests. The respondent strongly agreed with going in public for avoiding internal conflicts and  is decided by both the founder and the younger generation. The key challenges facing the company are  enhanced competition and more chances for the younger generation members to  exit the business in search of new opportunities. To overcome these, the respondent felt the methods as diversification of businesses and reliance on external members in the top management.
Interview 4(Jindal group)
Jindal group established in 1952    had been in the business for 62   years. The top management was dominated by the family members with no role for external members. The respondent strongly agreed that external members are needed for enhancing the efficiency of the firm, decision-making process and the success of the succession. There was no clear strategic plan for the succession in the group. The successors were never made ready for taking over the charge of the group, according to the respondent, which he felt as essential. The founder has still a dominating role in the group with the successor having no key role in the activities of the company. The respondent strongly felt the personal and the administrative skills of both the founder and the successor essential for the successful succession. The decision of going in public was mainly taken by the founder and the respondent strongly felt it essential for the avoidance of internal conflict and successful succession. There was no clear separation of the personal and business interests, which resulted in the downfall of the business in the recent years. The main challenges facing the company are the allegations of corruption against the authorities and financial problems due to high competition. The respondent suggested the need for corporate restructuring with more space for external members in the management based on merit.
Interview 5(Hindustan Construction Company)
The company started in 1926 with the separation of the famous Walchand Hirang group had been in business for 88 years. The top management is dominated by the family members with little room for external members. The respondent  felt the need for relying on external members in top management for avoiding internal conflict, efficiency enhancement and decision making process enhancement. The founder has  dominant role in the company now while the younger CEO has main role in the company management activities. The successors were made ready by the founder .Respondent felt the need for a strategic succession plan and the personal and administrative skills of both the founder and successor as essential for the success of the succession process. The decision for going public was not made by the founder. The respondent strongly felt the need for separation of personal and business interests for successful succession. The main challenges facing the company are enhanced competition and family disputes. The respondent felt the need for leaving the management to professionals for settling disputes and diversification of activities as the possible solutions.
Interview 6(Comfort Living Private Limited)

This company registered on October 2000 had been in the family business for 14 years now. The family members were in the main position for the company with only little space for the external members in the top management. The chances for the professionalization of the business were very less, based on the respondent due to the chances of the control factor over family not being diluted. There were many governance issues, self interest and non compatibility of the goals between the owners and the managers. Though the dominance of family members was considered needed for ensuring continuity in the business, the respondent felt it necessary that the presence of external members is essential  for the decision making process, efficiency enhancement and avoiding internal conflicts, according to the respondent. Though the member  of the family had no role in the  business, due to the younger generations high reverence for him, he had influence in the decision making process and was unquestionable. Though at present the duties are in the hands of the younger generation, the founder is still the dominating person. The respondent finds its essential for both the founder and successor to have enough personal and administrative skills for successful succession. The company was never for going in public for professionalizing the business. Due to the challenges like  bad governance, self interest , inconsistency of goals  between owners and managers, the company is now in a liquidating stage, according to the respondent. There is no clear strategic plan for the succession of the company. The main methods to overcome the succession issues as felt by the respondent are clear succession plan, professionalization of the business, clear separation of the family and personal interests and recruitment of the top management people based on merit.
Interview 7(Wadia Group)
Wadia group was established in 1736 and its construction company Bombay realty was started in 2011 and had been in the business for 3 years now. The  top management is dominated by the family members with very  little room for external members. The respondent  felt the need for relying on external members in top management for avoiding internal conflict, efficiency enhancement and decision making process enhancement. The founder has  dominant role in the company now while the younger CEO has  no main role in the company management activities. The successors are not  made ready by the founder .Respondent felt the need for a strategic succession plan and the personal and administrative skills of both the founder and successor as essential for the success of the succession process. The decision for going public is made by the founder. The respondent strongly felt the need for separation of personal and business interests for successful succession. The main challenges facing the company are enhanced competition and family disputes. The respondent felt the need for leaving the management to professionals for settling disputes and diversification of activities as the possible solutions.
The following table summarizes the results of the seven interviews.

Table 4.1: Main Points from the Interview
	
	1
	2
	3
	4
	5
	6
	7

	Top Management
	Domination of family members

Limited role for externals
	Domination of family members

Limited role for externals
	Domination of family members

Relied on   externals also
	Domination of family members

Limited role for externals
	Domination of family members

Limited role for externals
	Domination of family members

Limited role for externals
	Domination of family members

Limited role for externals

	Influence of founder
	Dominant role for founder
	Dominant role for founder
	Dominant role for founder
	Dominant role for founder
	Dominant role for founder
	Dominant role for founder
	Dominant role for founder

	Influence of Successor
	Key role for successor
	Key role for successor
	Key role for successor
	Nokey  role for successor
	Key role for successor
	No Key role for successor
	Key role for successor

	Going in Public
	Yes, Decision by founder
	Yes ,Decision by founder
	Yes, Decision by founder
	Yes,Decision by founder
	Yes, Decision not by founder
	No , Decision by founder
	Yes, Decision by founder

	Strategic plan
	Yes
	Yes
	Yes
	No strategic plan
	Yes
	No strategic plan
	No strategic plan

	Challenges 
	Competition
	Financial problems, enhanced competition
	High competition, younger generation exiting business 
	Allegations, competition
	Competition,family disputes
	Governance issues, self interests, succession issues financial problems
	Competition, family disputes

	Solutions
	Activity diversification
	Activity diversification
	Diversification, relying on externals
	restructuring
	Leaving to professonals,diversification
	Clear succession plan, going in public,separation of business and family interests 
	Diversification, leaving to professionals


4.4. Discussion and Conclusion
In this chapter, the various issues in the transgenerational succession in the Indian family firms are discussed based on interviews and the analysis of existing studies. The discussion shows that in most Indian family firms, there is clear domination of the family members with very little room for the external members and the dominat role played by the founder. The younger generation clearly follows the traditional management styles of the founder due to the dominant role by the founder and the high reverence of the younger generation to the elders. This is mainly based on the cultural context in India consistent with the Hall(1989) low and high context culture differentiation. The discussion shows the need for clear succession plan in the family firms for the successful succession process. The main factors preventing the successful succession in the Indian family firms can be explained based on the framework by Masis et al (2008) as follows. individual factors which include both incumbent and successor factors,  relational factors, financial factors, environmental  factors  and process factors. The individual factors are low competence of the successors, lack of motivation of the successors and the very high dominating role of the incumbent. The relational factors are the conflicts among the family members, very high reverence of younger CEOs towards the elders and lack of trust in the potential successors. The financial factors are lack of financial resources to find the heir exits and lack of adequate resources for cost absorption in hiring professionals from outside. The environmental factors include enhanced competition and the associated changes in the performance of the business. The process factors include lack of separation of family and business interests, lack of training and preparation for the successors, lack of a clear succession plan and no clearly defined role for the incumbents and the successors.
The next chapter concludes the study and provides recommendations.
CHAPTER V
CONCLUSION

5.1. Summary

In the context of the high failure rates of the transgenerational succession in family firms globally, it becomes very relevant to examine the reasons for this and the success factors needed in this regard. Since the transgenerational succession process varies across different national cultures, studies are needed separately in different cultural contexts in this regard. Given this, this study examines the transgenerational succession issues in the family run businesses in India and the required factors needed for the success of the transgenerational succession in the family run businesses in India. 
After the discussion on the significance of the study, the second chapter critically reviews the theoretical and empirical  studies related to the objectives. The review shows the importance of cultural variations playing a significant role in affecting the succession issues in family firms. The review shows the need for analyzing both incumbent and successor related factors that influence the success of transgenerationl succession in family firms. However, most of the existing studies are based on one or two case studies and are restricted to a particular cultural setting. The generalization of these findings can be problematic given the importance of cross-cultural variations in this regard. In the Indian context, the review shows that  though the social culture giving the family firms unique advantages to strengthen the business unlike the other countries, the transgenerational succession problems are very high here. There is a lack of detailed studies in this regard and this study tries to fill this gap with the conceptual framework of Barbot et al (2004).

In the methodology chapter, the discussion shows that combination of positivism and interpretivism is the selected method here. The research tool is case study based on interviews with triangulation as the data analysis method. Secondary data based on existing studies is also used for the analysis. Purposive sampling is the sampling technique used in the study.
The results of the analysis shows that both the incumbent and the successor  factors are influential in preventing the successful transgenerational succession process. The main factors preventing the transgenerational succession in the Indian cultural context can be classified based on the classification followed by Massis et al (2008) as individual factors, which include both incumbent and successor factors, relational factors, financial factors, environmental factors and process factors. The discussion shows that the cultural context within which the family firms are put in plays a very important role in affecting the success of transgenerational process in these firms.
The next section discusses the recommendations based on the findings in the study.

5.2. Recommendations
The successor needs to be trained and prepared well for increasing the motivation and willingness to enter the business. This also increases the confidence of the family members about the ability of the successor and they will be willing to trust his decisions. The relationship quality between the incumbent and the successor plays a main role in affecting the success of the succession process, which depends on the cultural context. Thus, the successor needs to be given significant autonomy in decision making by the incumbent for the successful succession. There needs to be clear boundaries between family and business interests. Though family members are needed to ensure continuity among the business, by putting the non family members in the top management can help in avoiding internal conflicts significantly. However, there should not be interference in the decision making process of these members from the side of family members . The competence of the successor  is an essential factor in determining the success of the succession process, which again can be improved by the appropriate training process. There needs to be clear succession planning and clearly defined roles for the incumbents and the successors to ensure the success of the succession process in the Indian family firms. 
The next section discusses the scope for future research in this regard.

4.3. Scope for Future Research
 The study can be extended based on time use survey with the managers of different family businesses and the other members involved in the businesses in the Indian context. This can be compared for the family businesses in different sectors in the Indian context. This can provide more valuable insights regarding the transgenerational succession process in the Indian family firms. Another fruitful area of research is the examination of the quality of relationships between the incumbent and the successor in different cultural contexts and how they affect the succession process in a detailed manner. The effects of  leaving the top management to the external professionals can also be examined in detail for understanding the effectiveness of family versus non family leadership in the family businesses in the Indian context. All these can provide valuable insights regarding the transgenerational succession process in the Indian family business firms and the success factors required in this regard.
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Appendix 1

Questionnaire

Name:

Designation:

Company:

Age of the family business: (1) less than 5 years (2)5 to 10 years (3)11 to 15 years (4) 16 to 20 years (5)above 20 years 

	Top Management 
	Strongly disagree
	Disagree
	Dont know
	Agree 
	Strongly Agree

	1.External members  are relied on for the company management
	
	
	
	
	

	2.The nonfamily members are essential for conflict avoidance, improved decision making process and  efficiency enhancement
	
	
	
	
	

	3.External presence  has positive effect on succession process
	
	
	
	
	

	4.Family members' dominance ensures continuity in the business
	
	
	
	
	

	Influence of founder
	
	
	
	
	

	5.Company activity management is mainly  dominated by the founder
	
	
	
	
	

	6. One of the family members are made ready by founder for becoming successor
	
	
	
	
	

	7.Positive role of founder on the succession plan
	
	
	
	
	

	8.Personal and administrative skills of founder are  essential for successful succession
	
	
	
	
	

	Influence of successor
	
	
	
	
	

	9.Key role for successor in the company activity management
	
	
	
	
	

	10.Separation between authorities of first generation exist  for ensuring succession process
	
	
	
	
	

	11.Separation of personal and company interest  by successor needed for ensuring successful succession
	
	
	
	
	

	12. Personal and administrative skills of successor are  essential for successful succession
	
	
	
	
	

	Going Public
	
	
	
	
	

	13.Going public is decided only by the founder
	
	
	
	
	

	14.Family conflicts are avoided by going public and successful succession is ensured by going public
	
	
	
	
	

	15.Clear strategic plan for the company
	
	
	
	
	


16.What do you think are the challenges facing the business now and any possible solutions  for that?
