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Abstract

The composition of the Board of Directors is commonly presented as an un-
derstandable variable for its effectiveness. However, the work that examined the
relationship between the composition and effectiveness of the Board is not
characterized, as they require about whether or not certain categories of di-
rectors (internal, external, independent) are relevant and the related empirical
results are mixed. This work examines the relationship between the characteristics
of the board of directors and its effectiveness in a type of business that is very
common in the world, respecting the family business. Thus, the problem that
this study tries to solve is to identify the characteristics of the board of directors
that can contribute to its effectiveness in Cameroonian family businesses. We
found that the size of the Board, the presence of external directors, and the
cumulative management and control functions appear to have an impact on
the effectiveness of the Board.
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1. Introduction

It is not easy to define a family enterprise, especially from African realities. Yet it

is the first form of hierarchical organization of the production of goods and ser-

vices, not of private property (Boungou Bazika, 2004). In Cameroon, the family

business occupies a prominent place in the economic fabric (Tchankam, 2000).

As such, Barnes and Hershon (1976) consider a business to be family if control

of the property has remained in the hands of an individual or in the hands of a
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single family. According to the same author, it would be the one in which mem-
bers of the same family control the activity or work and participate actively in
the leadership. A study of 100 enterprises in Cameroon by Feudjo (2006) shows
that 72% of them are either owned or owned by a family member; this confirms
the large number of family businesses in Cameroon. This plethora of family
businesses could thus reflect a certain efficiency in their operation. It goes with-
out saying that family businesses are very important and have important assets
to promote. However, they also have very particular problems. These problems
are usually due to conflicts between family and business. The emotional aspect
very often dominates the different stages of development of companies such as
the succession of the company, and/or its professionalism linked to its growth.
Good governance is therefore necessary in family businesses in order to ensure
the credibility of the information produced, and to enable users (including fam-
ily members) to trust the reported accounting data. In addition for the family
company, the value of corporate governance is twofold: in addition to the bene-
fits of establishing a governance system recognized for any business, there is also
the concern for organization and the harmony of the entrepreneurial family as
an issue (Chrisman et al., 2003).

Family businesses differ from other types of organizations in that the presence
of family members within them impacts their management and strategic process
(Chrisman et al., 2003), their time design, culture and structure (Davis & Har-
verston, 1998), and governance (Mustakallio et al., 2002). However, the devel-
opment of corporate governance research has focused almost exclusively until
the late 1990s on large listed companies, to the detriment of other forms of or-
ganizations (Daily et al., 2003). The majority of studies on the governance of this
type of organization focus on large (listed) family firms, while most of these
firms are small (Johannisson & Huse, 2000). Similarly, an analysis of the literature
on board research in family firms shows that many studies have focused on ana-
lyzing the relationship between board effectiveness and corporate performance.
These studies indicate that the performance of the Board of Directors in its over-
sight role varies with the evolution of the family business system (Bammens et
al., 2007). The purpose of this research is to analyze the effect of the structural
characteristics of the Board of Directors on its effectiveness in Cameroonian
family businesses. The hegemonic character of agency theory (Dalton et al.,
2007) and the legal and financial vision of corporate governance (Charreaux &
Wirtz, 2006) still seems to be linked to this heavy trend in academic work. De-
spite this considerable effort, the results obtained by this research, particularly
with regard to the CA and its structural characteristics (size, composition and
separation of the functions of President and CEQ), are insufficient (Dalton et al.,
2007), contradictory (Charreaux, 2000), inconclusive (Huse, 2007) or even vexing
(Daily et al., 2003).

As a follow-up to this work, we propose to analyze the influence of three cha-
racteristics of the Board of Directors (the size of the Board, the duality or the

cumulation of management and control functions and external directors) on its
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effectiveness in Cameroonian family businesses. The objective of this research is
to study the relationship between the determinants of the Board of Directors and
the effectiveness of its functions within the specific framework of Cameroon. In
this study, the data collected using a questionnaire from a sample of 40 family
businesses selected by prior judgment were treated using a hypothetical-deductive
approach. This article is structured as follows. First, we present the theoretical
framework on the concepts of family businesses, governance and board of di-
rectors. Then the quantitative methodological approach considering the nature
of our data will be exposed. Finally, the results of this study are analyzed and

commented on as well as their theoretical and managerial implications.

2. Theoretical Framework and Research Hypotheses

This section focuses on defining the concepts of family business, governance and

board of directors underlying the formulation of the assumptions.

2.1. The Family Business

The definitions of family business presented in the management literature are
both numerous and varied. In this study we use the definition of Tchankam
(2000), which defines a family business as one in which members of the same
family control the activity or work and participate actively in the management,
maintaining a lasting link between family and business.

Family businesses in Cameroon are characterized by the personality of the
leader who often has a strong attachment to culture. This exempts it from cer-
tain commercial activities. The lifting of protectionism by the State through the
reduction of customs duties has led to a deterioration in the performance of
these companies in the face of increasingly intense competition due to the fact
that some regions of Cameroon are bordered on several countries. The characte-
ristics of family businesses in Cameroon are: limited financial resources,
low-skilled labor, low and unprofitable market power, lack of research and de-
velopment, and zero capacity for innovation (Tchankam, 1998).

Generally speaking, a family business is an entity whose capital is held mainly
by members of the same family and whose two or more directors are of the same
family. It is usually composed of the father, the wife and, more often than not,
the children, from the perspective of succession. The family business is characte-
rized by a distinctive government that influences its entrepreneurial attitude.
This peculiarity influences the company’s strategy in a global way.

A major feature of decision-making in the family business, is that it is gener-
ally subject to intense emotional and cognitive struggles and conflicts, which
leads us to analyze the actors that influence the decision-making process and the
nature of the decision that may be made. Family businesses must be able to ef-
fectively generate relationships between family members and professional lead-
ers. Influential players in the strategic process of these companies may be either

internal or external (Basly, 2005).
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- Internal influential players are not just family-member leaders. It also in-
cludes family members who are owners but not active. These actors exert a
multilateral influence on the strategy. The intensity of this influence depends
on the stage of the decision-making process. It differs depending on whether
the process is initiated, information is sought and alternatives are evaluated
or the final decision is made. Influence also depends on the stage in the life
cycle of ownership (Basly, 2005).

- External influence is due to the incorporation of professional managers and
managers, external partners or board members. In this spirit, Mustakallio
and Autio (2001) observe that the quality of decision-making within family
businesses is influenced by formal and informal governance mechanisms.
The existence of outside directors on boards of directors can be a factor in
strengthening the direction of change and the implementation of strategies
(Ward & Handy, 1988).

In addition, the establishment of non-formal governance bodies is another re-
levant alternative for the exercise of influence. Thus, it is possible that the estab-
lishment of non-formal structures such as an advisory council or a family coun-
cil may reflect a desire for learning on the part of the family. Melin and Norsqv-
ist (2000) noted that members of such an informal board would have more in-
fluence than external members of an ordinary board. The decision in the family
business, however, oscillates between democracy and autocracy. Family busi-
nesses are characterized by centralized decision-making, even if this is especially in-
herent in the first generation. The leader, usually the founder, usually centralizes the
decision-making process, which has two contradictory effects. On the one hand,
the centralized organizational structure allows for flexibility and faster deci-
sion-making. On the other hand, the manager manages the company in an au-
tocratic manner without delegating authority. The decision is personal and
based on his intimate conviction and intuition. The decision-making process,
which is likely to be democratic in the early stages of the process, becomes more
personal (Dyer, 1988). The analysis of the characteristics of family businesses
presented above has shown the existence of a peculiarity of this type of organiza-
tion. Indeed, the family business would behave differently, since the family
component undoubtedly dominates and influences the company’s functioning,

and in particular the governance system.

2.2. Governance of the Family Business

It was the development of big business in the United States, more than a century
ago, characterized by dispersed ownership that gave rise to the first reflections
on corporate governance. The field of governance, although only recently gain-
ing in importance, was born out of the analysis of Berle and Means (1932) in the
thirties. From that time onwards, the latter had indicated that one of the central
features of the “modern” firm was the pronounced separation between the own-

ers and the employed managers of the company. The former provide the re-
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sources while the latter are in charge of the actual conduct of business and deci-
sions. Several avenues are thus explored to suggest that this separation may lead
to a conflict of objectives between the two sets of partners. While it is conceiva-
ble that the objective of shareholders is the maximization of profit, that of man-
agers can be quite different. Since they do not benefit from the increased value of
the business, they may be tempted to make decisions that benefit them perso-
nally. Given the existence of such a risk, it was therefore necessary to consider
how to protect investors from the opportunistic behavior of managers. Corpo-
rate governance is defined as the set of organizational mechanisms that delineate
the powers and influence the decisions of executives, in other words, that govern
their conduct and define their discretionary space (Charreaux, 1997).

The author adds that the field of corporate governance goes beyond the rela-
tionship between shareholders and managers and must be defined in a broader
perspective. Family businesses are complex entities in which the respective roles
of family, management and ownership are often confused (Lievens, 2006). They
represent specific organizations requiring specific governance (Nordqvist & Me-
lin, 2002). Hirigoyen (2002) recognizes “the family as a governance structure”.
This family governance encompasses that of the pre-existing relationship between
family members, and could then be interpreted as a set of explanations and de-
scriptions of its structures, evolution and functioning.

It can therefore be concluded that the family thus constitutes a governance
mechanism at the level of the family business. It implies strong and lasting rela-
tionships. The strength of relationships is amplified by family ties and the mul-
tiple roles of family members in the firm. These social relationships allow family
firms to effectively control the behavior of the family agent and resolve conflicts
(Fama & Jensen, 1983). Neubauer and Lank (1998) also define corporate governance
as a system of structures and processes to manage and control companies. They
apply this broad definition to the governance of the family business, taking into
account the distinctive nature of that organization. Thus, these authors point out
that governance at the level of this type of organization has two important as-
pects. On the one hand, governance at the level of these companies refers not
only to the control function, but also to the management function. The latter is

worth the involvement.

2.3. The Board of Directors

The board of directors is often seen as responsible for the effectiveness of gover-
nance mechanisms. A number of roles are recognized for the Board of Directors,
including its involvement in the decision-making process. This intervention
helps to align the interests of managers with those of shareholders. However, it is
assumed that the effectiveness of this disciplinary body of leaders largely de-
pends on its characteristics. The characteristics of the Board are the criteria for
understanding both the structure and composition of the Board and its func-

tioning. These include the size of the Board, the presence of external and inter-
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nal directors, the cumulation (or separation) of decision-making and control

functions, and the existence of specialized committees.

The size of the Board refers to the number of directors on the Board. Ac-
cording to the OHADA Uniform Act of 17 April 1997 on the law of com-
mercial companies and economic interest groups, a public limited company
may be administered by a board of directors composed of at least three
members and not more than twelve members. The exception is for public
savings corporations where the limit is set at fifteen directors. The number of
directors of the public limited company may be temporarily exceeded, in the
event of an amalgamation with one or more companies, up to the total num-
ber of directors in office for more than six months in the merged companies,
but may not exceed twenty-four. Jensen (1993) considers the optimal size of
the board to be 7 - 8 members. This is the way to avoid cognitive conflicts
between administrators. Furthermore, regardless of the number of directors,
the Board must be a knowledgeable mix of external (independent) and inter-
nal (employee) directors.

The nature of the members of the Board refers to their independence or not.
In this way, independent external members, non-independent external
members and internal members can be distinguished. According to the
second Vienot report (1999), “a director is independent when he has no rela-
tionship of any kind with the company or its group which could compromise
the exercise of his freedom of judgment”. Internal administrators are func-
tional or operational managers of the company. They are considered affi-
liated with the leaders. As employees, they are supposed to be most con-
cerned with improving performance, since the value of their human capital
depends on it. Furthermore, their presence in the Board is intended to en-
courage mutual surveillance. They limit the opportunistic behavior of man-
agers and inform external directors about the situation of the company.
Non-independent external directors are members affiliated with the compa-
ny. They are either in business relations with the company (bankers or sup-
pliers) or managers of “friendly” companies.

The question of the combination of the leadership and the chairmanship of
the Board is based, on the one hand, on the thesis of independence and, on
the other hand, on the thesis of the uniqueness of command (Van den Berghe
& Levrau, 2004). According to Huse (1998), the separation of the functions of
Chairman and Chief Executive Officer is a matter of corporate law.
Specialized committees of the Board of Directors: the Board establishes spe-
cialized committees to provide guidance on sensitive topics. The number and
structure of committees depend on each board, but these committees are not
detachable from the Board. Companies adopt essentially four types of com-
mittees: audit or account committees, appointment or revocation commit-
tees, committees of remuneration of the managers of the company, and in

particular of the executives, and on the policy of granting stock options (Go-
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dard & Schatt, 2005). In the case of this committee, it is also recommended that
it be composed mainly of independent directors. Finally, the mission of the

strategic committee is generally to define or validate the strategy of the group.

2.4. Theories Mobilized

In this section, we will present three complementary theories that can explain

the effectiveness of a company’s board of directors.

2.4.1. Agency Theory

Agency theory aims to build a system of incentives and supervision that can en-
courage the agent to behave in a way that maximizes the utility function of his
principal. Any relationship defined in this framework between a principal and
an agent is seen as “a contract by which one or more persons engages another
person to perform on his or her behalf, any task that involves the delegation of
some decision-making power of the agent” (Jensen & Meckling, 1976). For La-
belle and Martel (1997), the premise of this theory can be found as far back as in
the work of Berle and Means (1932), which Jensen and Meckling subsequently
took up. This work is based on “the classic idea of a publicly traded company
whose ownership of shares is separated from the control of assets by managers.”
This separation creates a relationship between those who own the assets (the
shareholders) and those who are responsible for their management (the manag-
ers). This relationship constitutes a special case of the agency relationship (Ben
Tahar, 2001). Since all the parties to this relationship wish to maximize their
own utility or wealth, and since the latter is conditioned by the performance of
the company, conflicts of interest can arise between principals and agents. They
are in a privileged position, giving them control over the company, and can
abuse it to maximize their wealth at the expense of others. “It is therefore ap-
propriate, according to agency theory, to organize relations between sharehold-
ers and managers so that the latter do not abuse their privileged position to limit
this divergence of interest, the shareholder must incur costs of mandate or con-
trol. Corporate governance mechanisms to ensure that shareholders’ interests
are respected are part of these mandate costs” (Labelle & Martel, 1997). It is
therefore necessary, according to this theory, to “design employment contracts
that indicate the specific actions that managers should take in all possible situa-
tions. This theory must therefore seek to limit divergences by putting in place an
appropriate incentive system and governance mechanisms to align the interests
of managers with those of shareholders” (Ben Tahar, 2001). It also appears that
executive compensation in the form of options helps to close the gap between

shareholders and managers.

2.4.2. Theories of Organizations
Some research that has focused on the issue of whether or not to separate the
CEO and Chairman functions, such as that of Daily and Dalton (1998), has used

organizational theories to show that the combination of the two statuses rein-
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forces leadership within the company. Because of the great diversity of schools of
thought that have taken an interest in organizations and the extreme hetero-
geneity of organizations, it is customary to speak of the theories of organizations
rather than of the theory of organization. Indeed, this term refers to a set of dis-
parate theories, often contradictory and difficult to reconcile. Rojot (1989) cate-
gorizes the theories of organizations into no less than six major classes: 1) tradi-
tional theories (taylorism, rational model of Weber, general industrial adminis-
tration of Fayol); 2) Theories of human relations (contributions by Mayo, Argy-
ris, Maslow, McGregor, Herzberg, etc.); 3) contingency theories; 4) systems
theory; 5) economic theories of the organization; and 6) and modern organiza-
tional theories (strategic analysis, resource dependence, population ecology).
This does not include attempts at synthesis like that of Mintzberg. It is also im-
portant to note that since 1989 many other currents have emerged or have de-
veloped considerably, such as structuralist theory, etc., which is likely to add
further confusion. Beyond their divergence, most of these theories emphasize the
importance of strong leadership within the organization. Thus, the authors who
advocate the cumulation of the company’s statutes of director and chairman of
the board, rely on the need to preserve the unity of direction and the strength of

leadership within the organization to enable it to play its full role.

2.4.3. Open Systems Theory

Many authors, such as Rojot (1989), consider this theory to be part of the theo-
ries of organizations. Developed by Von Bertalanfty (1937), this theory “studies
complex phenomena with interrelated components whose behaviors are appar-
ently oriented towards a goal.” (Rojot, 1989) states that “organization as a social
system has no physical existence. Each individual in the organization occupies a
position with associated sets of activities that include interactions with others.
Since the elements of the system are interdependent, the occupant of a given role
is interdependent with others in and outside the organization.” From the pers-
pective of its use in board research, open systems theory helps to understand the
relationship between the characteristics of the organizational environment, the
organization, the board of directors, the board processes (shared vision, conflict
with the leader, involvement in strategic planning, involvement in everyday life)
as well as its performance and that of the organization. It also serves as the basis
for many contingent models of corporate governance (Ouellette & Lapierre,
1995).

2.5. Research Assumptions

The implementation of good practices within the Board of Directors helps to
improve its effectiveness. Some authors acknowledge that that effectiveness de-
pends largely on its characteristics (Godard & Schatt 2000; Omri & Mehri, 2003).
The characteristics of the Board are the criteria for understanding both its

structure, its composition and its functioning. These are mainly the size of the
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Board, the presence of external and internal directors, the cumulation (or sepa-

ration) of decision-making and control functions.

2.5.1. The Size and Effectiveness of the Board of Directors

Regarding the link between the size of the Board and its effectiveness, empirical
results are shared. Some studies confirm positive association (Beasley, 1996)
while others validate negative relationship (Xie et al., 2003).

Research such as that of Beasley (1996) and Peasnell et al. (1998) shows that
small boards are more effective and also help to limit the manipulation of ac-
counting data. The presence of a large number of directors makes coordination
difficult and adds to the decision-making process. Leaders will thus have a mar-
gin of freedom to act opportunistically in decisions. In this context, the increase
in agency costs is expected, following the divergence of interests. Since there are
more active family members in the company, the likelihood of having opposing
views and objectives increases, so the need for external refereeing. In addition, as
families age and a new generation takes their place in key positions in the com-
pany’s management, the risk of intra-family conflicts increases (Schulze et al.,
2001).

In the same vein, Yermack (1996) recommends that boards should not be
made up of a large number of directors, so that the smaller the size of the board,
the more effective the board would be. The ineffectiveness of large boards stems
from the difficulties of communication and coordination between board mem-
bers, which makes the decision-making process more cumbersome and thus al-
lows directors to give the executive a margin of freedom to behave in an oppor-
tunistic manner. From this literature, it is noted that the size of the BOD affects
the effectiveness of the board of directors of family businesses by increasing its
control and supervisory capacity of the executive. This analysis leads us to for-
mulate the following hypothesis in the Cameroonian context:

H1: The size of the BOD of family businesses negatively influences its ef-
fectiveness.

2.5.2. The Presence of External Administrators and the Effectiveness of
the Board

Previous studies (Fama & Jensen, 1983) suggest that the viability of the Board of
Directors is enhanced by the inclusion of external members of management. In-
deed, external directors can freely oppose decisions made by executives that
could threaten the interests of shareholders. In addition, these external members
have greater motivation to make decisions that maximize shareholder wealth as
they have a strong interest in their reputations affecting their ability to receive
other appointment opportunities on other boards (Fama & Jensen, 1983). Bhagat
and Black (2000) felt that a CA with a majority of internal members was not in a
position to foster critical management control.

For example, managerial succession, which is a challenge to family businesses,

is seen as a complex process (Mouline, 2000) and is likely to weaken family
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businesses, with the large proportion of family businesses dying (Lansberg,
1988). Depending on the family reasons that trigger this process (Steier, 2001),
the repercussions can be decisive. The state of stress and anxiety among family
members during this period makes family relationships very vulnerable (Dunn,
1999). As a result, the inclusion of external directors on the board can help guide
this process and prevent irreparable family breakdown and business stagnation.
External directors can serve as arbitrators on the board and provide a forum for
discussion and resolution of disputes (Whisler, 1988).

In addition, a link has been established with the need to adopt external direc-
tors on the board of directors in order to reduce agency costs. In addition,
Westhead et al. (2002) stated that the structural form of the family business
changed in the case of generational transmission. Complexity may increase or
decrease depending on the change in ownership. Empirically, they have shown
that a high proportion of multigenerational enterprises employ external admin-
istrators. Omri and Mehri (2003) point out that the role of the Board in deci-
sion-making initiative and control becomes very important when the Board is
dominated by external or independent directors, as the expertise that characte-
rizes them makes their decisions more objective and optimal.

Thus, a heterogeneous Board of Directors, meaning, composed of both exter-
nal and internal directors, is an asset to limit the opportunism of executives, by
promoting effective oversight of executives of family businesses. This leads to the
following hypothesis:

H2: The presence of external administrators in the family business board
has a positive impact on the effectiveness of the board.

2.5.3. The Relationship between the Combination of Management and
Control Functions and the Effectiveness of the Board

One aspect of corporate governance is the separation of management and con-
trol functions.

According to Corbetta and Salvato (2004), strong family power paralyzes the
hypothesis of the separation of ownership and control developed by agency
theory. So the absence of conflicts of interest and the risk of differentiation be-
tween managers and owners, radically reduces the need to ensure equality be-
tween managers and shareholders. Under conditions of family-raised capital
ownership, councils are likely to be characterized by high levels of dependency.
In other words, low family power resulting from the presence of owners and
non-family managers will increase conflicts of interest due to the separation of
ownership and control. So the need to reduce agency costs allows to predict
boards characterized by high percentages of external directors.

Moreover, proprietary managers are often resistant to recruiting external di-
rectors, despite the major potential contributions that external directors can
make to the success of the family business. In this context, Malenfant (1998)
states that the duality of functions is likely to diminish the disciplinary power of

the council and to affect its effectiveness. The managers of the owner family
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emphasize their independence (Johannisson & Huse, 2000), and do not want to
share their powers with the outsiders. Family members may also be reluctant to
involve outsiders in the operation of their businesses for reasons of confidential-
ity and privacy, and may be afraid of losing control and autonomy (Gersick et
al,, 1997).

In the same vein, Ward (2006) in his study of the governance of family busi-
nesses characterized by the accumulation of functions notes that control is in the
hands of one person or a few persons, which allows a freer movement of ideas
and a quicker decision-making. The disadvantage is that the role of the Board is
naturally diminished if the body that is supposed to control the ruler’s decisions
is itself chaired by the person over whom control should be exercised (Finet &
Mpasinas, 2006). Bellalah (1998) had already supported this thesis by saying
that, in the event of a combination of decision-making and control functions,
the effective exercise of control by the Board may be hindered in practice. From
the above, it is noted that the combination of decision-making and control func-
tions significantly affects the effectiveness of the board of directors of family
businesses. We are also moving in the same direction, because the separation of
functions leads to better control, even if it can cause certain group conflicts. The
separation of management and control functions is a means of limiting the like-
lihood of fraudulent financial statements being produced. This leads us to for-
mulate the following hypothesis in the local context:

H3: The combination of management and control functions has a negative
impact on the effectiveness of the CA of Cameroonian family businesses
(Figure 1).

3. Methodological Framework

This research is based on a hypothetical-deductive approach of testing an em-
pirical model using quantitative data. These include the data collection instru-
ment, the study sample, the sampling method and the statistical tools. We will
also describe the measurement of variables in our theoretical model.

3.1. Sampling and Data Collection

The target population of this survey is family businesses with Boards of Direc-

tors. The database used for analysis was constructed using the reasoned choice

H1- Size of board of directors
Board Of
Directors
H2+ External efficiency

administrators present

Cumulation of decision-

H3- making and control functions

Figure 1. Theoretical research model.
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sampling method. The database does not therefore require any special procedure
or sampling basis. The constitution of a reasoned choice sample method per-
formed according to theoretical criteria. In contrast to probabilistic methods,
which seek to eliminate the subjectivity of the researcher, reasoned choice me-
thods are fundamentally judgment-based. They allow for the accurate selection
of the sample elements to facilitate meeting the criteria set by the researcher. The
researcher must have a good knowledge of the population being studied, or of its
field of research. And then, the best sampling method is most of the time the one
that could best answer our research question while also allowing for others to
make use of our results or findings (that is to generalize the results). When it is
difficult to afford a random sampling method, you can choose the non-random
sampling methods.

The geographical area for this work is the companies located in the cities of
Douala, Yaounde and Bafoussam. These cities are the country’s main economic
hubs and are home to more than % of the companies. The enumerated statistical
population may be enumerated (list) as the sampling basis.

In Cameroon, there are several databases that can provide information on the
existence and location of companies. Those operating on the margins of the var-
ious files are generally considered illegal, since they do not comply with the for-
malities for setting up such structures. For this study, the sample was drawn
from the directories of the Chamber of Commerce and the regional tax center of
the cities of Douala, Yaounde and Bafoussam. It should be noted, however, that
these directories were only useful in extracting a number of the family business-
es.

As our sample will be tested against certain statistical tests, we investigated to
obtain a sample size of at least thirty (30) usable individuals. Also, knowing that
a large sample more accurately reproduces the characteristics of the population,
we questioned the maximum number of family businesses with the legal form
Public Limited Company. A total of 65 companies (from the cities of Douala,
Yaounde and Bafoussam) each received a questionnaire, 50 questionnaires were
collected, for a response rate of 77%. In the end, only 40 were exploitable after
skinning. Financial constraints, the time we were given to administer the ques-
tionnaire, and company policies were the main factors influencing the sample
size. Table 1 below shows the distribution of the sample according to geograph-
ical area.

The sample of this study is therefore made up of 40 family businesses from the
cities of Bafoussam, Douala and Yaounde. So we surveyed 40 board members of
these companies through a self-administered, face-to-face questionnaire.

Having adopted a hypothetical-deductive approach, we essentially need pri-
mary data in this study. With this direct collection, the question arises of the in-
struments with which the researcher will obtain the empirical data of his re-

search.
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Table 1. Distribution of sample by city.

Questionnaires Questionnaires Questionnaires Usable
administered retrieved not retrieved  Questionnaires
Douala 35 30 5 25
Yaoundé 25 17 8 12
Bafoussam 5 3 2 3
Total 65 50 15 40

Source: our investigations.

According to Thiétart et al. (2003), the most developed primary data collec-
tion mode in quantitative research is the questionnaire. Chauchat (1985), for his
part, believes that the questionnaire seems best suited to qualitative surveys.
Without wanting to fall into line behind any of the previous authors, the ques-
tionnaire is the most widely used data collection tool in management. It allows
large sample sizes to be processed and statistical relationships to be established,
and minimizes administration costs. To this end, it is important to know its de-
velopment, its content which will allow us to see how the variables of our hypo-
theses are understood, its pretest and its final administration.

Therefore, the research problem should be the basis of the questionnaire. To
make a problem operational, it needs to be translated into a need for informa-
tion. The questionnaire then appears as a privileged communication tool be-
tween the researcher and the persons responsible for answering the questions.
Despite its importance, there is no perfect model for writing a questionnaire, but
rather a set of rules to follow. Thus, a questionnaire usually begins with relatively
simple, closed questions. More involved, complex or open-ended questions are
preferably grouped at the end of the document. In this study of the influence of
Board of Directors characteristics on Board of Directors efficiency in Cameroo-
nian family businesses, we began with questions about Board of Directors cha-
racteristics and how it works, followed by questions about its efficiency, and fi-
nally questions about the identification of the business and respondents.

However, for reasons of clarity and precision, the choice of question type
should allow the desired information to be obtained by minimizing errors. Every
question has three dimensions. It may be open or closed, direct or indirect, as-
sisted or unassisted.

For this study, we essentially used closed questions and some open-ended
questions that are still simple. For closed questions, the respondent has the
choice between one way of answering some questions and several for others. For
open-ended questions, the respondent has the flexibility to respond freely, as the
choice of answers is not predetermined. The open questions, although difficult
to manipulate, nevertheless provide the maximum information during investiga-
tions.

The two forms used are advantageous, because they allow us to measure our

variables; as well as, to easily carry out the statistical processing and to deepen
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the analysis of the results of the previous operation.

There are several methods of investigation: face-to-face, mail, telephone, In-
ternet (computer or Minitel). The choice of methodology depends on the time
frame of the survey, the financial and material resources available, the respon-
dent’s profile, the information needs and the sample size. As far as we are con-
cerned, there were several reasons for the face-to-face investigation:

- This mode of administration not only increases the theoretical response rate,
but also creates lasting links between the investigator and the respondent;

- The relative concentration of family businesses in the large industrial areas of
Douala, but also in the city of Yaoundé;

- The context of the study: In Cameroon, as in several other developing coun-
tries, access to information for businesses is an extremely difficult task (Tsa-
pi, 1997). In order to facilitate the responses to the questionnaire, precise ex-
planations and especially motivation are sometimes necessary;

- This procedure also makes it possible to distinguish our questionnaire from
the administrative and tax surveys that frighten respondents. The presenta-
tion of the research certificate reassured respondents of the academic nature
of the study. It also allows us to understand what the respondent said, to take
interesting notes to deepen our analysis if the respondent comments on his
answers. If the investigator misunderstands any of the questions, this method
provides an opportunity for the investigator to provide additional clarifica-
tion.

Knowing that a large sample more accurately reproduces the characteristics of
the population, we asked the maximum number of family businesses with the

legal form of Public limited company.

3.2. Operationalization of Variables

This work consists of two categories of variables: explanatory variable and the
explained variable.

The variable size of the Board (explanatory variable) is measured by the num-
ber of directors on the Board of Directors. This size of the Board must be be-
tween 3 and 12 directors according to OHADA standards or 15 directors at most
in the case of a merger of companies. It is classified into five main categories af-
ter the questionnaire has been counted according to the number of members of
the Board in order to facilitate certain analysis.

The variable presence of external directors on the Board of Directors (expla-
natory variable) was understood through a score on 5 items proposed by Piot
and Janin (2004) that we adapted to our study. These items include: “there needs
to be a strong independence of external administrators within the Board.”

The cumulation of decision and control functions (explanatory variable) is
measured by a 5-point Likert scale. He was apprehended through a score on four
items. An example is “the officer owns the shares of the company”.

The effectiveness of the Board of Directors is operationalized through the
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roles of the Board of Directors in a company. To measure its effectiveness in
performing these roles, we constructed a 5-point Likert scale ranging from “not
effective to very effective.” The effectiveness of these roles through an eight-item
main component analysis Chief of the Board. An example is “Audit of Financial

Documents”.

3.3. Method of Analysis

The nature of our data allowed us to use the scores method, the Chief of the
Board and the simple linear regression test to perform the analysis. The scores
method that categorizes the search variables by indicating the distribution of the
observations and the shape of the curve. Key Component Analysis (Chief of the
Board), which provides a more accessible representation of the data structure by
retaining only the bulk of the information. In the Chief of the Board, the factors
obtained are linear combinations of the observed variables and conversely the
variables can be linear combinations of the factors. Although factor analysis al-
lows us to highlight the different components of the concept, it is necessary to
assess the internal coherence of the items forming each facet through the calcu-
lation of the Cronbach Alpha coefficient. This coefficient varies between zero (0)
and one (1). Thus, the scale will have good internal consistency if it is high (close
to 1). The simple linear regression analysis aims to investigate the existence of a
linear relationship between two quantitative variables. The regression analysis
aims to construct a linear equation expressing one variable in relation to the
other and to predict the values of the dependent variable knowing that of the
independent variable. This analysis will assess the explanatory power of the in-
dependent variable (size of the BOD, presence of external administrators within
the BOD, cumulation of management and control functions) on the dependent
variable (organizational involvement).

The data collected in this study was processed using the Statistical Package for
Social Sciences (SPSS 20) software. The results of the various analysis will be

presented in the next section.

4. Results and Discussions

In this section, we will test the supposedly existing relationships between the
various variables involved in the hypotheses of this research.

4.1. Presentation of Results

In this section, we will examine the different results of the statistical tests carried
out in this study. This is the scores method, the main component analysis and

the simple linear regression performed on the study variables.

4.1.1. Methods of Scores on External Administrator Presence Items and
on Variables Relating to the Cumulation of Management and
Control Functions

The presence of an external administrator was measured by five items in this
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search. We first measured the reliability of these items. For this we have calcu-
lated the alpha of Cronbach of this series of indicators with a result of 0.847
(Table 2). This result is satisfactory, as it is above the minimum required thre-
shold of 0.6. The writings of Laurencelle (1998) and Laveault (2012) confirm our
approach. For them this value can be considered very good for a beginner in the
research that we are. For this, our scale of measurement has a good internal con-
sistency. So we can easily perform the scoring method. To do this, we calculated
the average scores on the external administrators’ presence measurement items.
It is in the order of 20.15 (Table 3). The latter has made it possible to classify
companies according to the presence or absence of external administrators. For
example, companies with a higher than average score are considered to have ex-
ternal directors in their Board of Directors, representing 57.5% of the sample.
The remaining companies (42.5%) are those with a below-average score, i.e.

those without external directors.

4.1.2. CPA on Variables Relating to the Effectiveness of the Board of
Directors

There are eight items on the Board of Directors effectiveness scale, all of which
describe the Board of Directors. These variables were introduced into the factor
analysis for a reduction and were obtained by a single factor grouping them into
6 items reflecting the unidimensionality of the concept. The internal consistency
of this scale of measurement has been checked and gives a Cronbach’s alpha
value of 0.816 higher than the standard value 0.6. In addition, the KMO index is
0.816 with the significant Bartlett Sphericity test at 0.000. The factorization
summary Table 4 gives the following results:

According to Kaiser’s rule that factors with values greater than 1 should be

retained, a factor consisting of 6 items was selected with an internal consistency

Table 2. Cronbach’s alpha.

Cronbach’s alpha Number of elements
1.847 5
1.763 4

Table 3. Scores.

N Minimum Maximum Mean Ecart-type Variance

External
. 40 5 25 20.5 3.807 14.490
administrators present

Valid N (listwise) 40
Cumulation of fonctions 40 4.00 20.00 15.1750 3.20166 10.251

Valid N (listwisesur1) 40

Source: Our analysis.
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Table 4. Factorial analysis of the notion of BD effectiveness.

Efficiency of the BD Communalities

Evaluation of the work of the director 0.763 0.583
Power to revoke from DG 0.808 0.654
Compensation power of DG 0.617 0.580
Evaluation of the work of the director 0.714 0.510

Development of corporate objectives

and/or strategic directions 0751 0564
Defending shareholders’ interests 0.706 0.599
Own values 3.190 -
% of the variance 53.161 -
% of the cumulative variance 53.161 -
Cronbach’s alpha 0.816 -

Source: Our analysis.

of 0.816. This factor has an information return percentage of 53.161%. The ex-
tracted component was referred to as “AC Effectiveness”.

After the main component analysis, we will now proceed to the statistical test
itself, in order to confirm or deny the hypotheses of this research.

After the main component analysis, we will now proceed to the statistical test

itself, in order to confirm or deny the hypotheses of this research.

4.1.3. Linear Regression Test on Study Variables

This paragraph will provide an empirical test of the validity of the assumptions
made in this study. For this purpose simple linear regression will be used for all
these hypotheses. The results of the simple linear regression performed on each
of the hypotheses of this research are shown in the following Table 5.

Reading the results of Table 4 shows that the R? of the linear regression model
gives a value of 0.516 which is above the 0.5 threshold, which means that the re-
gression model explains 51.6% of the variation in the efficiency of the Board of
Directors. The correlation coefficient is R = 0.727, indicating a strong relation-
ship between the size of the Board of Directors and its efficiency. The robustness
test of this regression model shows an F = 42.558 and is significant at the 0.000
threshold for 1 to 38 degrees of freedom. The coefficient of regression of the ex-
planatory variable (the size of the Board of Directors) has a value (t) of Student
greater than 2, i.e. 6.524. It is also noted that this coefficient of regression is sig-
nificantly different from zero as attests the test of the value of (t) with a meaning
of 0.000. From these results we can say that the size of the Board of Directors in-
fluences its effectiveness.

Reading the results of Table 5 shows that the quality of adjustment of this re-

gression model is good. Indeed, the R* value is 0.248, which is close to 0.5, which
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means that the regression model accounts for 24.8% of the variation in the
Board of Directors efficiency. The correlation coefficient is R = 0.498 indicating
an average relationship between the presence of external administrators and the
effectiveness of the Board of Directors. The robustness test of this regression
model reveals a significant Fisher F (F = 12.532) at the 0.001 threshold for 1 to
38 degrees of freedom. The coefficient of regression of the explanatory variable
(the presence of external administrators) has a value (t) of Student greater than
2, i.e. 3.540. It is also noted that this coefficient of regression is significantly dif-
ferent from zero as evidenced by the test of the value of (t) with a meaning of
0.001. From these results, we can argue that the presence of external administra-
tors positively influences the effectiveness of the Board.

Reading the results of Table 6 shows that the R? of the linear regression model
gives a value of 0.241 which is less than 0.5, which means that the regression
model explains 24.1% of the variation in Board of Directors efficiency. The cor-
relation coefficient is R = 0.491, which is close to the acceptable threshold of 0.5;
this indicates an average correlation between the combination of management
and control functions and the effectiveness of the Board of Directors. The ro-

bustness test of this regression model shows a Fisher F of (F = 12.041) significant

Table 5. Summary of the results of the simple regression between the size of the BD and
its efficiency.

Non-standardized  Standardized

coefficients Coefficients
Model T Sig
Standard R
Béta
error
(Constant) -2.859 0.452 -6.327 0.000
Number of administrators
0.752 0.115 0.727 6.524 0.000

within the BD

R =0.727; R* = 0.528; R? ajusted = 0.516; ddl = 1 4 38; F = 42.558 P=0.000

Source: Our analysis.

Table 6. Result of simple regression between the presence of external administrators and
the effectiveness of the board.

Non-standardized  Standardized

coefficients Coefficients
Model T Sig
Standard R
Béta
error
(Constant) —-1.567 0.484 —-3.378 0.002
Number of administrators
0.995 0.281 0.498 3.540 0.001

within the BD

R = 0.498; R% = 0.248; R? ajusted = 0.228; ddl = 1 4 38; F = 12.532 P= 0.000
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at the 0.001 threshold for 1 to 38 degrees of freedom. The coefficient of regres-
sion of the explanatory variable has a value (t) of Student greater than 2, or
3,470, read in absolute value. It is also noted that this coefficient of regression is
significantly different from zero as evidenced by the test of the value of (t) with a
meaning of 0.002. From these results, we can argue that the cumulation of man-
agement and control functions negatively influences the effectiveness of the
Board of Directors (Table 7).

4.2. Discussion of Results

The analysis of the statistics in Tables 4-6 shows that the structural characteris-
tics of the Board of Directors influence its effectiveness in family businesses in
Cameroon. This means that the differences in the efficiency of the board of di-
rectors of family businesses in Cameroon can be explained by its composition
and structure. From the correlation between the efficiency of the Board of Di-
rectors and the size of the Board of Directors, a significant relationship emerges.
Thus, we declare the hypothesis H1 that the size of the Board of Directors of
family businesses negatively influences the effectiveness of the Board of Direc-
tors is validated. So the bigger the size, the less effective the board is. These re-
sults, similar to Yermack’s (1996) studies, recommend that boards should not be
staffed by large numbers of directors, the smaller the board, the more effective
the board would be. The ineffectiveness of large boards stems from the difficul-
ties of communication and coordination among board members, which makes
the decision-making process more cumbersome. These findings support the
Agency’s theory that the large size of the Board of Directors favors its domin-
ance by the executive and may create conflicts of interest between directors and
managers, resulting in a fragmented, inefficient Board with difficulties in reach-
ing consensus on important decisions (Jensen, 1993).

From the correlation between the effectiveness of the Board of Directors and
the presence of external directors, a significant relationship emerges. On the ba-

sis of these results, we declare the hypothesis H2 that the presence of an external

Table 7. Result of the simple regression between the combination of management and
control functions and the effectiveness of the board.

Non standardized  Standardized

Coefficients Coefficients
Model T Sig
Standard .
Béta
error
(Constant) -1.509 0.457 -3.304 0.002
Cumulative management
0.974 0.281 0.491 3.470 0.001

fonction and control

R =0.491; R? = 0.241; R? ajusted = 0.221; ddl = 1 4 38; F = 12.041 P= 0.001

Source: Our analysis.
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director on the board of directors positively influences its effectiveness in family
businesses is validated.

This finding can be linked to the conclusions of Omri and Mehri (2003) that
the inclusion of external directors on the board of directors can help guide this
process and prevent irreparable family breakdown and business stagnation. Ac-
cording to Bouton (2002), independence from management promotes their
freedom of judgment. In the same vein, Hermalin and Weisbach (1998) shows
that the dominance of independent external members on the board favors the
control of the governing body, unlike boards dominated by internal members. In
this study, the inclusion of external members follows the OHADA standards.
The percentage of external directors shall not exceed one third of the members
of the board of each of the companies surveyed. According to this study, there is
no optimal proportion of external directors, but their presence on the council
strengthens its power of control and sanction. The correlation between effec-
tiveness and the combination of director and chief of the Board is a significant
relationship. On the basis of these results, we state that the H3 hypothesis that
the combination of management and control functions has a negative impact on
the effectiveness of the Board of Directors of family businesses. These results are
similar to the Godard and Schatt studies (2000), which show that the combina-
tion of management and control functions is one of the main causes of the
Board’s ineffectiveness. Malenfant (1998), for his part, pointed out that the dual
nature of the duties was such as to diminish the disciplinary power of the council
and to affect its effectiveness. On the other hand, Feudjo and Mfouapon (2015)
show that the combination of management and control functions does not have

any significant relationship to the effectiveness of the Board of Directors.

5. Conclusion

The objective of this research was to analyze the effect of the structural characte-
ristics of the board of directors on its effectiveness in Cameroonian family busi-
nesses. A hypothetical-deductive approach was used to demonstrate the rela-
tionship between the structural characteristics of the Board of Directors and its
effectiveness through an empirical study of 40 family businesses. We designed a
questionnaire that we administered in family businesses in the cities of Bafous-
sam, Douala and Yaoundé.

To process the data collected via the SPSS software (version 20), we used the
Flat Sorting, Score Method, Main Component Analysis and Simple Linear Re-
gression Test. The statistical analysis shows that the presence of an external di-
rector on the board of directors improves its effectiveness, as long as the size of
the board and the cumulation of the management and control functions nega-
tively influence the effectiveness of the board of directors. Through this study,
this work makes a contribution both theoretically and practically. Theoretically,
it has helped to understand the relationship between certain characteristics of

the board of directors, such as its size, the presence of external directors, the
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combination of management and control functions, and the effectiveness of the
board of directors. This study contributes to the enrichment of knowledge in the
field of governance in particular the board of directors.

In practical terms, the results of this study will lead business owners to choose
the governance mechanisms to implement to improve the performance of their
companies. For example, family business managers should view the presence of
external directors as a valuable creative resource. For this purpose, it would be
interesting for them to request this presence on the board of directors. Managers
of Cameroonian SMEs are mostly owner-managers, and owners can be advised
to use the right level of education to separate the management function from the
control function, which seems more efficient than the cumulation of functions.

However, despite the theoretical and practical contributions, this research has
some limitations that lead us to relativize certain results. The main limitation of
this research is that it focuses on only three characteristics of the board. Taking
into account the other characteristics of the Board of Directors would bring
more relevance and robustness to the conclusions of this study.

As a follow-up to this study, this work opens up interesting perspectives in the
field of research. Thus, research tracks can be oriented in the same direction, but
with characteristics of the Board of Directors that have not been related to its ef-
fectiveness. However, one could go outside the scope of this corporate governance
mechanism and look at others (such as the stock market) and see how they in-
fluence the effectiveness of the Board or the actions of Cameroonian business
leaders. Research on the effectiveness of external administrators and the impact
of the dominance of internal administrators could also be useful avenues for fu-
ture investigations. Research on the comparison between the governance me-
chanisms of family Public Limited Company and Limited Liability Company can
also be conducted.
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