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ABSTRACT

Never in the history of the South African nation has the entrepreneurial spirit
been more alive. Since the opening of international doors, after the 1994
elections, South Africa has experienced the explosive growth of
transnational entrepreneurship. An enduring aspect of the explosion of such
economic activity is the need for “good governance” and the need for
governance education in South Africa and the rest of the continent has never

been greater.

The size of the family business component of the South African economy
suggests that it is the predominant way of doing business in South Africa. Of
importance to this study is the estimate that approximately 95 % of all Greek
businesses in South Africa can be classified as family businesses. The
sustainability of Greek family businesses requires that théy maintain good
governance practices that are economically and environmentally acceptable
to all stakeholders. It also requires that the next generation of Greek

entrepreneurs balance good governance for the businesses as well as for the
family.

The primary objective of this study was to identify and explore the internal
factors that influence and determine good governance to ensure the survival,
growth and sustainability of Greek family businesses in South Africa. The
secondary research objectives pertained to the underlying dimensions of
good governance and required an exploration of the different governance

concerns in relation to specific South African Greek behaviour and



characteristics. A theoretical model of good governance factors was

proposed and tested using Structural Equation Modeling.

The study found that perceived good governance in a South African Greek
family business context needs to be measured in terms of three factors,
namely risk control, the internal regulatory environment and the protection
of the stakeholders’ interest. The study dealt further with the secondary
sources effecting governance for South African businesses and was based on
the latest report by the King Commission. An important finding is that the
cross cultural aspect of family business governance must now be considered
when conducting such research as more and more emphasis is placed on the

good governance of all businesses.



TABLE OF CONTENTS

CHAPTER 1: INTRODUCTION, PROBLEM STATEMENT

1.1
12
13
14
141
142
143
144
145
1.5
1.6
17
17.1
17.2
17.3
18

AND DEMARCATION OF THE STUDY

INTRODUCTION

STATEMENT OF THE RESEARCH PROBLEM
HYPOTHESES

RESEARCH DESIGN AND METHODOLOGY
Secondary Sources

Primary Sources

Sample

Measuring Instrument

Statistical Procedures

CONTRIBUTION OF THE STUDY

SCOPE OF THE STUDY

DEFINITIONS OF CONCEPTS

Family business

Greek family business

Governance

STRUCTURE OF THE THESIS

CHAPTER 2: THE FAMILY AND THE BUSINESS

2.1

INTRODUCTION

iii

Page

12
12
13
13
14
14
14
15
15
16
16
16
17

20



2.2 DEFINING THE FAMILY BUSINESS
23 DIFFERENCES BETWEEN FAMILY AND NON -
FAMILY BUSINESSES

2.3.1 National Differences in Family Businesses

24 UNIQUE CHARACTERISTICS OF FAMILY
BUSINESSES

2.5 STRUCTURES OF FAMILY BUSINESS
RELATIONSHIPS

2.6 IMPORTANCE OF FAMILY BUSINESSES

2.7 'PROBLEMS FACING THE FAMILY BUSINESS

2.8 THE DEVELOPMENTAL NATURE OF FAMILY
BUSINESSES

29 CONCEPTUAL MODELS AND APPROACHES TO

| THE STUDY OF FAMILY BUSINESSES

2.10 THE INTEGRATION OF FAMILY FUNCTIONABILITY

BUSINESS SUCCESS

2.10.1 Paradigms of Family Functionality

2.10.2 Family ecology theory

2.10.3 Family development theory

2.104 General systems theory and family systems theory
2.10.5 Family resource management theory

2.10.6 Paradigms of Business

2.10.7 The businesses in the economy

2.10.8 The economically mobile entrepreneur

2.10.9 The Family FIRO Model

2.10.10  The Sustainable Family Business Research Model
2.11 SUMMARY

v

22

29
32

33

37
40
45

48

56

59
61
61
62
63
64
65
66
67
69
73
79



CHAPTER 3: MIGRATION, ETHNIC AND TRANSNATIONAL
ENTREPRENEURS

31 INTRODUCTION | 80

3.2 THE RELATIONSHIP BETWEEN ETHNICITY AND

ENTREPRENEURSHIP 82
33 DIFFERENCES BETWEEN ENTREPENEURS AND

ETHNIC ENTREPENEURS 83
34 CHARACTERISTICS OF ETHNIC

ENTREPENEURSHIP 88
35 CHARACTERISTICS OF THE ETHNIC BUSINESS 91
3.6 TRANSNATIONAL ENTREPENEURS 93
3.6.1 Economic Transnationalism 96
3.7 ETHNIC ENTREPENEURSHIP AND MIGRATION 99
3.7.1 Ethnic‘MigIation: Conceptual Issues ' 101
3.7.2 Reasons to Engage in Entrepreneurial Activities:

Structural vs.Cultural Approach 102

373 Ethnic Entrepreneurs in Developing Countries 109
3.74 Factors that determine Entrepreneurial Migration 111
3.8 AN ANALYSIS OF MIGRATION AND

ASSIMILATION 117
3.9 MOTIVATION FOR GREEK MIGRATION TO

SOUTH AFRICA 125
391 Economic Reasons 125
392 Population pressures 125
393 Communication 127

394 Political Reasons . 128



3.95
3.10

3.10.1
3.10.2
3.10.3
3.10.4
3.10.5
3.11

3.12

CHAPTER 4: CULTURAL INFLUENCES AND THE SOUTH

4.1

4.2

4.3

4.4

4.5

4.6

4.7

Religious factors

THE QUANTITATIVE ASPECTS OF GREEK
EMIGRATION AND IMMIGRATION

Places of origin of Greeks immigrants

Problems of definition

The flow of immigration

The gender composition of Greek immigrants
Emigration from South Africa to Greece

THE GEOGRAPHICAL DISTRIBUTION OF GREEKS
IN SOUTH AFRICA

SUMMARY

AFRICAN GREEK FAMILY

INTRODUCTION

CULTURE-RELATED RESEARCH
DEFINING CULTURE

CULTURAL AND STRUCTURAL THEORIES OF ETHNIC

GROUPS

THE LINK BETWEEN NATIONAL CULTURE AND
ENTREPENEURSHIP

THE CONCEPT “ENTREPRENEURIAL
ORIENTATION”

DIFFERENCES BETWEEN WESTERN AND NON-
WESTERN CULTURES_

vi

129

130
130
131
131
133
134

135
138

141

143

144

148

151

153

154



4.8

4.9

4.10
4.11
4.12

4.13
4.14

4.14.1
4.14.2
4.14.3
4.14.3.1
4.14.3.2
4.14.3.3
4.14.3.4
4.15
4.15.1
4.15.2
4.15.3
4.15.4
4.15.5

4.16
4.16.1

CULTURAL DIVERSITY AND MANAGEMENT
CHALLENGES IN SOUTH AFRICAN BUSINESSES
CULTURAL ADJUSTMENTS

CULTURAL SYNDROMES AND COMMUNICATION
PROBLEM SOLVING AND CULTURE

THE NATURE OF SOUTH AFRICAN GREEK
CULTURE

CHARACTERISTICS OF GREEK CULTURE

THE EMERGING SOUTH AFRICAN GREEK
CULTURE

Linguistic adjustments

Anglicisation of names

Dual consequences of South African Greek culture
“Buffer effect”

Conflict

Conflict of generations (lack of social integration)
Contlict within the individual

THE SOUTH AFRICAN GREEK FAMILY

The patriarchal form of the family

The Greekid.anguage

South African Greeks and religion

South African Greek communities and community life
Spiritual kinship: blood brotherhood, spiritual brotherhood,
godparent hood

TYPES OF SOUTH AFRICAN GREEK FAMILIES
The first generation South African Greek Family (the
“QGreekish™)

157
162
165
168

173
175

177
177
178
179
179
180
181
183
186
186
189
191
193

197
199

199



4.16.2

4.16.3

4.17
4.18

4.19

The second generation South African Greek family (the
“Greeks”)

The third/fourth generations of South African Greek families
(the “Notiafriki™)

GREEK FAMILIES AND SOCIAL RULES

THE INFLUENCE OF GREEK CULTURE ON GREEK
BUSINESSES

SUMMARY

CHAPTER 5: CORPORATE GOVERNANCE IN FAMILY-OWNED

BUSINESSES

5:1 INTRODUCTION

52 THE NATURE OF CORPORATE GOVERNANCE
52.1 The factors driving the need for improved corporate governance
522 Approaches to corporate governance

523 Models of corporate governance

523.1  Communitarian Model

5.2.3.2  Multifiduciary Model

5233  The Property Model

5234  Political Action Model

5.2.3.5  The Relational Governance Model

5.23.6  Natural Entity Model

523.7  Contractarian Model

5.3 CORPORATE GOVERNANCE DEVELOPMENTS IN

THE UNITED KINGDOM AND SOUTH AFRICA

viii

200

201
202

205
208

210
213
217
218
220
221
222
223
223
224
225
226

227



54 CORPORATE GOVERNANCE IN FAMILY-

CONTROLLED BUSINESSES 228
5‘.5 MANAGEMENT RESPONSIBILITY FOR

CORPORATE GOVERNANCE 231
5.6 PLANNING FOR CORPORATE GOVERNANCE 235
5.7 THE FAMILY INVOLVEMENT IN CORPORATE

GOVERNANCE 238
5.8 THE IMPORTANCE OF FAMILY COMMUNICATION IN

CORPORATE GOVERNANCE 241
5.9 FAMILY CONFLICT MANAGEMENT AND

CORPORATE GOVERNANCE 244

5.10 THE INVOLVEMENT OF THE BOARD OF
DIRECTORS AND CORPORATE GOVERNANCE

IN THE FAMILY BUSINESS 245

5.10.1 Reasons for creating a Board of Directors : 249

-5.10.2 The Complex Role of the Board 251

5.10.3 Director Selection in the Family Business 257

- 5.104 Evaluating the performance of individual Board members 261
5.11 THE IMPORTANCE OF SUCCESSION IN FAMILY

BUSINESSES 264

5.11.1 The structural form of succession 266

5.11.2 Succession Planning in family businesses 267

5113 Conceptual Framework: Effects of Culture on Succession 268

5.12 VISION: A KEY GOVERNANCE MEASURE 271

5.13 THE IMPORTANT ROLE OF TRUST IN |
CORPORATE GOVERNANCE 274

5.14 THE IMPORTANCE OF CONTROL IN CORPORATE

ix



GOVERNANCE 278

5.14.1 Openness Index 280
5.14.2 Extension Index. 281
5.15 ETHICS IN CORPORATE GOVERNANCE 286
5.16 SUSTAINABILE DEVELOPMENT AND

CORPORATE GOVERNANCE 287
5.16.1 The Sustainability Advantages 289
5.17 CREATING A GOVERNANCE STRUCTURE FOR A

FAMILY BUSINESS 290
5.17.1 Stage One: Determining the Overall Governance Structure 293
5.17.2 Stage two: Fleshing out the Blueprint 297
5.18 SUMMARY 300

CHAPTER 6: A THEORETICAL MODEL OF GOOD
GOVERNANCE FOR SOUTH AFRICAN GREEK FAMILY BUSINESSES

6.1 INTRODUCTION 302
6.2, THE MODEL 302
6.3 INFLUENCE OF BOARD OF DIRECTORS ON
GOVERNANCE 307
6.3.1 Strategic Planning 308
6.3.2 Governance Structures 312
6.3.3 Management Succession Planning 314
6.3.4 Outside Advice and Governance Structures 317
6.4 INFLUENCE OF THE FOUNDER/CURRENT OWNER(S)
ON GOVERNANCE OF THE BUSINESS 320

6.4.1 Vision 320



6.4.2
6.4.3
6.5

6.5.1
6.5.2
6.5.3
6.5.4
6.5.5
6.6

Ethnic Entreprencurial Growth

Needs and Cultural Values Alignment

THE INFLUENCE OF FAMILY ON GOVERNANCE
Family Communication

Profitability

Family Harmony

Trust

Commitment

SUMMARY

CHAPTER 7: RESEARCH METHODOLOGY

7.1

7.2
7.2.1
722
7221
7222
7223
7.3

7.4

7.5
7.6
7.7

INTRODUCTION

QUANTITATIVE TESTING AND ANALYSIS
Population Studied

The Questionnaire

Operationalisation of Variables

Administration of Questionnaires

Demographic Information

RELIABILITY OF THE RESEARCH INSTRUMENT
DISCRIMINANT VALIDITY OF THE RESEARCH
INSTRUMENT

METHOD OF DATA ANALYSIS

STRUCTURAL EQUATION MODELLING

THE ROLE OF THEORY IN STRUCTURAL EQUATION

MODELLING

x1

323
327
330
333
335
336
338
341
342

343
344
344
344
346
360
362
365

366

367

368

369



R W N ST

L

L T T

7.8

7.9

STAGES IN THE STRUCTURAL EQUATION
MODELLING
SUMMARY

CHAPTER 8: EMPIRICAL RESULTS AND INTERPRETATIONS

8.1
8.2.

8.3
8.4

84.1

84.1.1

8.4.1.2
8:4.13
8.4.1.4

8415

8.4.2
8421

8422

8423

8424
84.2.5

INTRODUCTION
DISCRIMINANT VALIDITY OF THE MEASURING
INSTRUMENT
RELIABILITY OF THE MEASURING INSTRUMENT
FACTORS INFLUENCING GOOD GOVERNANCE AS
IDENTIFIED BY MEANS OF FACTOR ANALYSIS
Antecedent Variables
Antecendent factor 1: Needs Alignment
Antecendent factor 2: Cultural Values Alignment
Antecendent factor 3: Trust
Antecendent factor 4: Family Harmony
Antecendent factor 5: Outside Advice
INTERVENING VARIABLES
Intervening factor 1: Governance Structures and
Planning
Intervening Factor 2: Management Succession
Planning
Intervening Factor 3: Vision
Intervening Factor 4: Profitability
Intervening Factor 5: Family Commitment and

Communication

Xii

371
379

380

380
384

386
386
386
387
388
389
390
391

391

393

394

395

396



M L

8.4.2.6
8.4.3

8.4.3.1

8.43.2

8.4.3.3
8.5

8.6

- 8.7

8.8

8.9
8.10

- 8.10.1

8.10.1.1
8.10.1.2
8.10.1.3
8.10.1.4
8.10.1.5
8.10.1.6
8.10.1.7
8.10.1.8
8.10.1.9

Intervening Factor 6: Ethnic Entrepreneurial Growth
EXOGENOUS FACTOR : PERCEIVED GOOD
GOVERNANCE

Exogenous factor 1: Stakeholders’ Interest
Exogenous factor 2: Internal Regulatory Environment
Exogenous Factor 3: Risk Control

LATENT VARIABLES REMOVED FROM THE
PROPOSED THEORETICAL MODEL
REFORMULATION OF THE HYPOTHESIS
EMPIRICAL RESULTS AND INTERPRETATIONS OF
THE STRUCTURAL EQUATION MODELLING
ANALYSIS

CONSTRUCTING THE PATH DIAGRAM OF CASUAL
RELATIONSHIPS

THE STRUCTURAL MODEL

INPUT MATRIX AND MODEL ESTIMATION
Estimation of the Structural Model

Governance Structures and Planning

Outside Advice

Management Succession Planning

Needs Alignment

Vision

Cultural Values Alignment

Ethnic Entrepreneurial Growth

Profitability

Family Harmony

8.10.1.10 Family Commitment and Communication

397

397
398
398
399

400
401

403

404
409
415
416
419
419
420
421
422
424
425
426
426
427



Bl ot iy e

R i) i

4t LSS A

P DR IR e 2 i ey el T Rl

8.10.1.11 Trust

8.11

8.12

8.13
8.14

8.15
8.16

91

9.2
93

931
932
933
93.4
935
93.6
9.3.7
938
939

ASSESSING THE IDENTIFICATION OF THE
STRUCTURAL MODEL

EVALUATING THE GOODNESS-OF-FIT OF THE
STRUCTURAL MODEL

MODEL RE-SPECIFICATION

ESTIMATION OF THE MODIFIED MODEL
(SECTION B)

TESTING OF HYPOTHESES

SUMMARY

CHAPTER 9: CONCLUSION, IMPLICATIONS, AND
"MANAGERIAL RECOMMENDATIONS

INTRODUCTION
SYPNOPSIS OF THE RESEARCH

INTERPRETATIONS OF THE EMPIRICAL RESULTS AND

RECOMMENDATIONS
Governance Structures and Planning
Outside Advice

Management Succession Planning
Needs Alignment

Vision

Cultural Values Alignment

Ethnic Entreprencurial Growth
Profitability

Famly Harmony

xiv

429

430

432
439

442
444
447

449
449

453
453
455
457
459
461
463
464
466
468



VRS SR gy

v, DTy e

93.10
9.3.11
9.4

9.5

9.6
9.7

Family Commitment and Communication

Trust |
THE MANAGEMENT OF PERCEIVED GOOD

GOVERNANCE FOR SOUTH AFRICAN GREEK FAMILY
BUSINESSES

THE CONTRIBUTIONS OF THIS STUDY AND
RECOMMENDATIONS FOR FUTURE RESEARCH
LIMITATIONS OF THIS STUDY

EPILOGUE

Xv

469
471

472

475
477
479



R g e g = ey -

LT pe— _
e s 0 S0 PSS i oo Se—

| SRR

LEeE

L

482

LIST OF REFERNCES
APPENDICES
Appendix A: KING 11 (2002) SUMMARIZED 626
Appendix B: STATUS OF CORPORATE GOVERNANCE
OBLIGATION IN SOUTH AFRICA 640
Appendix C: LEGAL DUTIES OF DIRECTORS 643
Appendix D: STATUTORY REGISTERS AND OTHER
RECORDS IN SOUTH AFRICA 657
Appendix E: QUESTIONNAIRE 662
Appendix F STATISTICS: STRUCTURAL
687

EQUATION MODELING



2.1
2.2
24
25
4.1
7.1

8.1
8.2
8.3
8.4
8.5
8.6
8.7
8.8

LIST OF TABLES

Structures of the Family Business Relationships

Evolutionary stages of a Family Business

Ownership issues in the evolving Family Business

Management issues in the evolving Family Business

A selected list of words of the South African Greek Dialect
Demographic composition of the sample

Researches own construction

Rotated Factor Loadings: Antecedent variables

Rotated Factor Loadings: Intervening variables

Rotated Factor Loadings: Dependent variables

The Structural Model: Predictor variables

The Structural Model: Manifest variables

Goodness of Fit indices for the Structural Model (Sub — Model A)
Goodness of Fit indices for the Structural Model (Sub — Model B)
Goodness of Fit indices for the Structural Model (Sub — Model C)

8.10 Goodness of Fit indices for the Structural Model (Sub — Model B)

xvil

37
51
53

54

178

363
382
383
384
410
412
435
437
438
444



i P O TR TN At T T .

11

1.2
2.1

22
23
24
3.1
32
5.1
52
53
5.5
5.6
57
6.1

7.1
7.2
8.1

82

8.3

LIST OF FIGURES

Theoretical Rationale
Theoretical model of Good Governance
From start — up to Family Business to Succession
(Researchers own construction)
The Dimensional Model
Family FIRO conceptual Model of Family Business
Sustainable Family Business Model
Types of Activities in Immigrant Communities
Factors that determine Entrepreneurial Migration
Steps in the peer evaluation process
Conceptual framework: Effects of culture on succession
Strategic planning as a means of realising a vision
Control Systems Spoke
Stages of building the governance structure
The basic Modus Operandi
Theoretical model of Good Governance for South African Greek
Family Businesses
Path Diagram Example
Structural Equation Example
Path Diagram of Casual Relationships:
Revised Theoretical Model
Path Diagram of Casual Relationships:
Revised Theoretical Model (Sub — model A)
Path Diagram of Casual Relationships:

xviii

39
56
73
74
98
112
263
270
273
285
292
294

304
374
374

405

408



8.4

85

8.6
8.7

8.8

8.9
8.10

L 9]

Revised Theoretical Model (Sub — model B)

Path Diagram of Casual Relationships: -

Revised Theoretical Model (Sub — model C)

Structural Model : Sub — Model A

Structural Model : Sub — Model B

Structural Model : Sub — Model C

Structural Model Estimation

Modified Path Diagram

Modified Model Estimation (Sub Model B)

Factors that influence Good Governance for South African

Greek Family Businesses

Xix

40

40
41
412
4]:
418
44
44;

45’



