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INTRODUCTION

The Future of Africa’s Economy Depends

on Family Businesses

Family businesses are at the heart of Africa’s economic
engine. Micro, small, and medium enterprises, most of which
are family-owned, make up more than 90% of all enterprises
and provide more than half of all employment across the
continent (African Development Bank, 2022). Recent findings
show that family businesses in East Africa remain resilient,
with 64% reporting business growth in East Africa despite
economic shocks and global uncertainty (PwC East Africa
Family Business Survey, 2023).

Yet, despite their importance, family businesses across Africa
experience fragile continuity. Global evidence shows that very
few survive beyond the second or third generation, and in East
Africa the challenge is especially acute. For example, Uganda
has a 4:1 ratio of first-generation to multigenerational family
businesses (PwC East Africa Family Business Survey, 2023).

This crisis of continuity has profound consequences. Yet,

this is not the only challenge facing family businesses. Many
family businesses face growth constraints that make it harder
to support an increasing number of family members. Some
are tethered to the founder’s tradition and legacy even while
business conditions have significantly changed compared to
the founding period.
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When family businesses close prematurely, jobs vanish,
families lose vital income, and entire communities are left more
economically vulnerable. In a region where small enterprises
are among the most important employers and where formal
jobs remain scarce, the stakes are high. Entrepreneurship

in East Africa is often driven by necessity, not opportunity.

But what if these necessity-driven businesses could become
resilient, generational enterprises?

The answer lies in understanding family businesses in the East
African context - not in applying Western models wholesale,
but by starting with the lived experiences, cultural dynamics,
and governance challenges that define business life in one of
the fastest growing regions of the world.

The Musizi Sustainable Business Institute’s East Africa Family
Business Landmark Study was designed to address these
challenges through locally grounded case studies on what
enables multigenerational survival and success in African
family enterprises. The study examines 40 family businesses
across Uganda, Kenya, Tanzania, and Rwanda and draws on a
network of eight researchers across five East African
universities and institutes.



What emerges is a nuanced picture of family entrepreneurship
that reveals both the structural barriers and the cultural assets
that shape East African business.

By analyzing these case studies, the study aims to:

e Illluminate the forces that cause family businesses to
falter or flourish

Differentiate East African dynamics from global
family business trends

Offer practical insights that can support policy and

education efforts in the region

Ultimately, this study is a call to reimagine what’s
possible when family businesses are not only recognized
but intentionally supported to become enduring engines
of prosperity, jobs, and innovation across generations.
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INSIGHT 1

A Generational Shift From Risk-Taking
Pioneers to Strategic Innovators

One of the most striking patterns across the 40 family
business case studies is the dramatic difference between
the first and second generations.

Each generation faces fundamentally different conditions,
roles, and challenges shaped by changing market
dynamics, access to education, capital, and evolving

social expectations.

Founders as Frontier Entrepreneurs

The first generation of East African family businesses often
arose out of necessity responding to critical service gaps in
their communities. Many of these founders established schools,
transport services, processing plants, or retail shops in regions
that were underserved by both government and multinational
actors. They often launched their ventures far from urban
centers, leveraging deep local knowledge, their personal
experiential knowledge, and community trust to deliver
essential services at lower cost and lower risk than larger
external firms could manage.
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Their success aligns with one of the key strategies outlined

by DeCiantis & Lansberg (2024): differentiation. These family
businesses thrived not by competing head-to-head with major
players, but by finding overlooked, underserved marketplaces,
places where competition was limited, and conditions favored
long-term survival.

This strategy proved critical in helping many of these
enterprises weather turbulent environments, including periods
of political instability, war, lawlessness, or market collapse.

The founding generation took extraordinary risks, often
investing savings earned through agricultural work or public
service and relying heavily on land - one of the most accessible
and significant family assets in Africa, as a source to generate
start-up capital.



The Second Generation Inherits a
New Terrain

By the time the second generation entered the scene, many
of the original market gaps had closed. Government
investments and policies centred on promoting
industrialization and the formation of new small and medium
enterprises created competitors that began to fill the space
once dominated by pioneers. In most cases, the family
business no longer had a monopoly on its provision of service,
and competition was rapidly increasing.

As a result, second-generation leaders faced a different
mandate: innovate or stagnate. They needed to find new
ways to differentiate, often through improving service
delivery, professionalizing operations, or investing in staff
capacity. Across multiple case studies, we found examples
of second-generation leaders who implemented training
programs, introduced new technologies, or developed new
service lines to respond to evolving client needs.

In addition, the second generation often entered the business
from a different starting point. They had typically been raised
in greater financial stability, and many had access to higher
education, both within and outside Africa. Some brought
back technical skills in business management, technology, or
finance, while others pursued unrelated fields and supported
the family business as board members, advisors, or silent
partners sometimes from abroad.

This created both a skills advantage and a commitment
challenge. While their education brought new capacities to
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the business, their wider exposure also presented alternative
career paths. Some chose to remain in diaspora employment
and support the business from a distance, reshaping the
meaning of family involvement in the process.

A Generational Crossroads

The contrast between generations is stark. The first generation
are resourceful builders and community-rooted risk-takers,
going to places where others did not go. The second
generation is better educated and more technically equipped,
but face saturated markets, rising operational complexity, and
the pull of global opportunity. Understanding this transition
and designing support systems to help each generation
succeed on its own terms is key to ensuring the continuity of
East African family enterprises.
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INSIGHT 2

The Pathway to Succession Is Not Clear and

That’s a Problem

Across the 40 family business case studies in Uganda,
Kenya, Tanzania, and Rwanda, one common challenge
emerged: the absence of clear, formal, and transparent
succession pathways. While succession is one of the most
researched topics in global family business literature,
there is scant research on the topic within the East
African context.

The study reveals that transitions in the region are shaped
by distinct dynamics such as informal business structures,

cultural values, religious beliefs, and larger family systems.

Ambiguity, Silence, and Informality

Very few businesses in the study had formal succession plans.

In most cases, succession decisions were made informally,
sometimes solely by the founder without broader family or
board engagement. Some founders wrote wills or laid out
informal guidelines for future generations, but there was little
evidence of structured processes, agreed-upon governance
rules, or clear mechanisms for implementation. Sometimes
families were not aware of the difference between a will and
a succession plan.

A will outlines the transfer of assets while a succession plan

outlines how a family member can become a successor.

Key guestions often went unanswered:

How does a next-generation family member rise through
the business?

Should they begin at entry level, or are other
gualifications expected?

How are they compensated?

What options exist for family members who do not wish
to be involved in the business?

Can family shareholders sell their shares? What happens to
shared family assets like land?

Will the founder continue to receive financial support after
stepping down?

How are family needs like school fees or housing addressed?

This lack of clarity creates confusion, erodes trust, and can
lead to conflict, especially during emotionally vulnerable times

such as a founder’s illness or death.
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Cultural and Religious Influences on
Succession

Cultural norms across East Africa shape how succession is
discussed or more accurately, avoided. In many communities:

¢ Death is a taboo topic, making it difficult to plan for
leadership transition.

* There is a deep respect for elders, which limits open
conversation and critigue from younger family members.

*« There is often limited transparency around family wealth
and business assets.

However, in some cases, clear frameworks were available
through religious traditions. In one example, a family followed
Islamic inheritance law, where sons inherit twice as much as
daughters. While this may appear surprising to outsiders,
because this was a shared and accepted part of the family’s

religious belief system, succession proceeded with less conflict.
This underscores the importance of shared understanding and

early communication, rather than any one best practice.

The Danger of Delayed Engagement

Across African family businesses, a key inflection point is the
founder’s ability to step away at the right time, allowing the
next generation to engage on their own terms and creating
pathways for both family and non-family leadership. In some
cases, where successful transitions to the second generation
were made, founders stepped away from ownership and
management years before their passing, enabling the next
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generation to develop their experience and confidence to
lead along with having the space to innovate.

Transitions tended to be smoother when families held early,
inclusive conversations. Where other family members were
left out of succession planning, conflict and confusion
increased—especially when transitions coincided with
mourning. Emotional strain compounded the stress of
decision-making, and in many cases, successors were thrust
into leadership without adequate preparation or support.



Case Study: Second-Generation
Talent Without a Pathway to Lead

A Kenyan family established a successful multi-campus
school network over three decades, growing from

a small, rented pre-school into one of Nairobi’s
top-performing private school systems. As the business
expanded, three of the founders’ five children joined
different campuses in administrative roles, while two
sons returned from studying abroad with no defined
place in the enterprise.

The challenge was not disinterest but unclear pathways
to leadership. When the eldest son returned from
Nairobi’s tech sector to try out the family business,

he found no job description, no structured onboarding,
and no mechanism for growth.

His eventual title Operations Manager was informally
assigned by his father without a clear mandate or
authority. Major decisions still rested with the founders,
leaving second-generation members with responsibility
but little power.

The younger sons, recently back from the UK, faced
even greater ambiguity. They were expected to

find their place but were given no roles, criteria, or
development plans. Without ownership stakes or
decision-making authority, they hesitated to commit,
unsure how they could lead a business still shaped
around the founders.

The result is a thriving enterprise with capable
next-generation members, but no structured
pathway for them to step into leadership or drive
strategic expansion.




INSIGHT 3

Limited Education and Adyvisory Support

for Family Businesses

One of the most striking gaps in the East African family
business ecosystem is the lack of education, training, and
advisory expertise tailored to the unique dynamics of
family enterprises.

Most families in the study were unaware that running

a family business requires different governance structures
and decision-making processes than running a non-family
enterprise. They did not have a framework for understanding
the various stakeholder roles in a family business such as
family members who are managers, family members who
are employees, family shareholders not involved in daily
operations, and non-family owners.

In many cases of challenges in succession, the real problem
was not the absence of legal documents or wills. It was the
weakness of the family system itself — poor communication,
lack of transparency, and no shared vision. Even where legal
structures existed, they often failed to address the emotional,

the business or the full scope of family assets, which makes
engagement difficult and disempowering.

Without this understanding, decision-making can easily
overlook the appropriate level of engagement for each group,
leading to misunderstandings and conflict. For example, a
strategic decision about reinvestment may inappropriately
include or exclude certain stakeholders, simply because there
is no agreed model of engagement.

Globally, the market for family business advisory services

is concentrated in North America and Europe, with fewer
specialized advisers in Sub-Saharan Africa. Educational
programs in this space are also rare. In contrast, the United
States has long invested in educating the rising generation
of family business leaders; Babson College, for example, was
founded specifically to prepare children of Boston’s family
businesses to take over enterprises at home.

relational, and operational dimensions of succession. This kind of embedded education not only develops leadership
skills, but also helps the next generation see family business
Furthermore, governance literacy is low. Many family members succession as an attractive, viable career path.
do not understand how management, the board, or ownership

structures work. They are unaware of the holding structure of The death of a founder while still leading the business is one of
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the most difficult moments a family enterprise can face.
Not only must the family navigate deep personal loss,
but they must also manage the uncertainty and urgency
of succession often without advisers equipped to handle
the unique dynamics of family businesses.

While many advisers have technical expertise in law,
finance, or operations, few are trained to support the
emotional, relational, and governance complexities that
succession demands.

In East Africa, the absence of competent advisory support
means rising generation leaders are often left without the

tools, mentorship, and networks they need to confidently

take on leadership.

In some cases, families took the initiative to join training
programs, whether local or international - this investment of
time and resources was critical in transforming their
business through rigorous self-diagnoses and actionable
transformation plans.

In one case, a family business in a crisis was able to
make a strategic pivot to a new high-standard,
competitive sector while engaging in partnerships

with other local firms, combining resources, sharing risks,
and pooling financial capacity to win contracts.
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INSIGHT 4

Mismatch Between Overseas Education
and Local Business Realities

For many East African families, the hard work of the founding build careers in the economies where they studied.
generation enables the rising generation to access high-cost

education abroad, often more than 50 times the cost of a local Even for the successors who return, winning the trust of
university degree. While this education can be world-class, it employees, partners, and community members, which the
is delivered in economic, technological, and cultural contexts founder often built over decades, can be daunting. Instead
that are vastly different from those in East Africa. of feeling empowered by their inheritance, they may feel

overwhelmed by the weight of responsibility.
Graduates may be trained in cutting-edge manufacturing
methods or industrial processes that require infrastructure and
capital investment far beyond what is available at home. They
may study business in highly regulated economies with stable
currencies, enforceable contracts, and deep financial markets
conditions that contrast sharply with East Africa’s realities of
currency volatility, political instability, limited capital access,
weak contract enforcement, and consumer markets with
lower spending power.

This creates two challenges:
¢ Returning heirs may experience frustration, disillusionment,
and reverse culture shock as they attempt to apply skills in

a context with fewer resources and higher volatility.

* Some heirs choose not to return at all, finding it easier to

East Africa Family Business Landmark Study
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Case Study: When Second-
Generation Success Reduces
Interest in a Family Legacy

A Rwandan entrepreneur who began as a child street
vendor in exile built a diversified business group over
five decades, starting with a carpentry workshop
and eventually expanding into healthcare, education,
property, and events. His enterprises now employ
more than 70 people and are run almost entirely by
him, the first-generation founder.

Yet his greatest challenge is not market competition
but succession. All his children studied and settled
abroad, building careers in higher-paying,
structured environments.

When he raised the question of continuity, their
responses revealed a widening generational and
geographic gap. One child dismissed the portfolio as
a passion project rather than a real company, citing
its turnover as insufficient to justify returning home.
Another offered limited help with rental oversight
but expressed no interest in managing service-based
businesses such as schools or training centers.

To the founder, their disinterest is both painful and
perplexing. What he views as a legacy built through
sacrifice, they perceive as unappealing, low-margin,
and misaligned with their professional aspirations.
Unable to rely on family succession, he has begun
working with a lawyer to develop a will that protects
the businesses from being sold or dismantled. In his
words, “My children’s success abroad has made my
businesses victims of that very success.”
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Case Study: How a Founder
Prepared the Next Generation to
Lead Through Crisis

A Ugandan agro-veterinary enterprise founded in the
late 1960s demonstrates how intentional preparation
of the next generation can sustain a legacy even when
a business faces existential threats. The founder, an
accomplished scientist and industry pioneer, quietly
groomed his daughter from childhood through
exposure to his work ethic and values.

She accompanied him on field visits, worked in the
company during school holidays, and later took
part-time roles while at university, gaining an instinctive
understanding of the business and his practical,
problem-solving approach. Her reliability became her
hallmark, and the founder repeatedly affirmed his trust
in her saying, “She will know what to do.”

Years later, recognizing both her capability and the
company’s emerging vulnerabilities, he intervened
directly to bring her back from abroad so she could
help rebuild the enterprise. Upon her return, she
confronted a cash-flow crisis - she restructured
operations, diversified products, and restored market
confidence - actions that convinced the board to
appoint her Managing Director during the founder’s
lifetime and to give her 15 years of experience leading
the company before the founder passed.

Because she had been equipped with values,
experience, and governance discipline, she was able
to protect the company’s legacy through a prolonged
legal challenge and later reimagine it into a new
venture centered on farmer training and service. The
founder’s early preparation made continuity and
reinvention possible.



INSIGHT 5

Inheritance as Both a Gift and a Burden

In East African family businesses, the transfer of leadership
often comes with the transfer of assets, especially land, the
most significant form of family wealth in the region. While
inheritance is often viewed as a gift, it can also be a heavy
burden. This echoes James E. Hughes’s (2025) analogy that
a wealth transfer is like receiving a comet - it is like receiving
a precious asset in an explosive and painful manner.

Successors may inherit not just assets but also liabilities:
property taxes, maintenance costs, security requirements,
legal disputes, and the constant need to guard against

land encroachment. These obligations can be particularly
challenging in large or polygamous families, where the
successor must also manage the distribution of wealth among
multiple family members, each with their own expectations.

Too often, families fail to account for the ongoing costs

and risks tied to these assets, leaving successors with the
unpleasant surprise of realizing that what they have received
requires more resources, time, and emotional energy than they
can give. In extreme cases, refusing the inheritance may be the
more rational choice, but one that is rarely discussed openly.

The presumption that inheritance is always a blessing masks
the fact that succession can be as much about managing
burdens as about enjoying benefits.

Families that fail to prepare the next generation for these
realities risk creating deep resentment and conflict,
undermining both the business and family unity.

Additionally, succession in family enterprises is often mistaken
for a transfer of wealth and ownership. Yet, as Hughes’s
framework of the five forms of capital reminds us, continuity
for multigenerational businesses draws on five forms of capital:

The Five Capitals: Wealth as
Well-Being (Hughes, 2025)

Spiritual capital — the shared vision and values of
the family

Human capital — the health, skills, and purpose of
each family member

Intellectual capital — the accumulated knowledge
and experience of the family

Social capital — the relationships that connect the
family to each other and their communities

Financial capital — the monetary wealth and assets
of the family
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Across several case studies, non-financial capital proved to
be the decisive factor in resilience. In East Africa, where
formal contracts and legal protections are often unreliable or
inaccessible, social capital - networks of trust, reciprocity, and
mutual accountability are an indispensable business asset.

Kampala’s largest market runs on a long-functioning system
known as kuyiliba: a trader without stock would attract buyers,
then race to source goods from a wholesaler, making a small
margin. The system worked only because traders trusted one
another to deliver instantly and settle debts later.

This mutual trust kept costs low, sped up transactions,
and allowed commerce to thrive even without formal
infrastructure. In this context, succession is not just about
passing down a business — it is about passing down the
invisible infrastructure of trust, relationships, and shared
purpose that makes business possible in the first place.
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Case Study: Trust as an
Operating System in Uganda’s
Informal Economy

One East African trader’s journey illustrates how
trust functions as a full operating system in the
region’s informal economy. Beginning as a
small-scale farmer, he later entered Kampala’s
competitive trading centers with almost no capital
relying instead on reputation, discipline, and
community relationships. His early business used
kuyiliba, a practice where traders display goods they
do not yet own, then source items from wholesalers
the moment a buyer appears.

The model works only when suppliers trust traders
to settle debts later. Through consistent honesty and
daily discipline, he built a reputation strong enough
that shop owners safeguarded his earnings without
written agreements, and peers entrusted him with
keys, inventory, and joint operations. This trust
extended beyond commmerce: when he faced
imprisonment and lost everything, a former mentee,
whom we had once supported on nothing but a
verbal promise, financed his return to business.

As trust in Kampala’s markets eroded over time, he
helped form a traders’ association to negotiate with
regulators and stabilize an unpredictable business
environment. His case reflects that informal trust
networks can be powerful engines of resilience,
mobility, and continuity, yet they remain vulnerable
without collective voice and institutional support.
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INSIGHT 6

Resilient Family Businesses Keep Learning,

Diaghosing, and Innovating

The most enduring family enterprises in East Africa
demonstrate a consistent willingness to adapt and evolve.
They do not treat their founding product, service, or market
as the only path forward.

Instead, they continually seek opportunities to learn,
diagnose their own performance, and innovate. These families
challenged themselves to professionalize and work with
government regulators as partners rather than adversaries.

Businesses that formalized governance structures such as
having a functioning board, documented decision-making
processes, and clear job descriptions showed higher resilience
during shocks such as COVID-19.

Many businesses rely heavily on verbal agreements,
unrecorded financial flows, and the authority of a single
founder in its formative stage. This informality often works
in the early years but becomes a liability when businesses
expand or transition to the next generation.

Formality is sometimes perceived as over-complication or

mistrust within the family, especially in tight-knit or rural-origin
enterprises. Successful families reframed governance as a
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trust-building rather than trust-replacing mechanism.

In East Africa, formalizing a business is not always seen

as a path to growth; often, it is viewed as inviting scrutiny.

An aggressive and sometimes inconsistent tax system has
created tensions between the government and entrepreneurs.
Founders fear that increased visibility may lead to penalties
rather than support. Consequently, many prefer to stay in the
shadows, growing cautiously and privately.

However, if East Africa is to build 100-year enterprises that
are resilient, intergenerational companies capable of
transforming communities, then formalization is essential.

In several cases, founders overcame their hesitation to
formalize their businesses. Their cases demonstrate that
compliance, although costly and complex, unlocks access to
networks, standards, and the potential for scalability.

High-performing family businesses balanced the preservation
of their founding identity, products, values, and community
ties with an openness to innovation, technology adoption, and
market diversification. In one case, the original family business
shut down its operations due to a high-profile legal case that
later turned out to be based on false premises.



At the same time, the business had been going through
operational challenges with the original business model not
being as effective in an increasingly saturated market. The
second generation leader made this difficult decision to shut
down the original business but then was able to restart a new
business with a fresh operating model that now serves as a
revival of the original business and founder’s legacy.

While the individual challenges differ, a common theme
emerged: businesses that survived and thrived treated
continuity as a conscious, multigenerational project.
The shift from we will survive because we are family to
we will survive because we plan, adapt, and invest was
the clearest dividing line between enduring success and
premature collapse.
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Case Study: Adapting Through
Generational Strengths

In the mid-2000s, a family in Rwanda’s Eastern
Province launched a small hardware shop offering
construction and home improvement supplies.
Start-up capital was scarce, so the founders
supplemented income by selling produce from their
family land. From the outset, the store operated as
a family enterprise, with the parents managing daily
operations and their children helping during school
holidays. While the older siblings pursued careers
elsewhere, the eldest son consistently showed interest
in the business.

A major turning point occurred when the national tax
authority introduced a mandatory electronic invoicing
system. For many small businesses, including this one,
the shift to digital compliance created significant
strain. The founder, unfamiliar with technology, faced
the risk of penalties and potential business disruption
if he failed to adapt.

Recognizing that the new system required different
skills, the founder made a pivotal decision: he
transferred management responsibilities to his son,
who had recently completed business studies and was
more technologically confident. This shift ensured the
store met compliance requirements while improving
ordering, record-keeping, and customer service.

Under second-generation leadership, the business
expanded from a single rented shop into a more
structured operation with storage space, delivery
capacity, and a growing customer base. The founders
remain active mentors, anchoring the family values
that continue to guide the enterprise’s evolution.
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Recommendations for Future Research LSS (- SRS G | Tl BRI
Education and Advisory Interventions

Evaluating training programs, governance workshops,
multi-country qualitative examinations of family businesses or advisory engagements would help build best

While this landmark study provides one of the first

in East Africa, further research is needed to deepen practices tailored to African contexts.
understanding and inform policy, advisory, and

The Role of Diaspora in Family

Enterprise Continuity

Understanding how diaspora family members
contribute or detach could shape strategies for

remote governance, investment, and shared ownership.

educational solutions.

We recommend:
1. Quantitative Mapping of the East African
Family Business Ecosystem

A large-scale regional survey could measure

prevalence, sector distribution, generational stages, _ _ ] _
and governance structures creating an evidence study and help build a robust East African family business

base comparable to global family business datasets. knowledge ecosystem.

Such research would broaden the foundation laid by this

Longitudinal Studies Tracking Transitions

Over Time

Multi-year tracking of selected family enterprises
would clarify how succession decisions unfold,
what interventions are effective, and which

variables predict continuity.

Rising Generation Perspectives and Aspirations

Little is known about the motivations, fears, and
expectations of successors. Dedicated research
into Gen Z and millennial attitudes could illuminate
why some engage while others disengage.

Comparative Research on African Cultural and
Religious Succession Frameworks

A deeper examination of how cultural norms,

clan systems, inheritance customs, and religious
laws shape transition could inform more culturally
aligned advisory models.
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About Musizi Sustainable Business Institute

The Musizi Sustainable Business Institute is a research and academic institute advancing sustainable business
development in East Africa. Guided by its principles in Intentional Success and Enduring Legacies, Musizi equips
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The Education Collaborative spearheads a collective engagement model designed to transform higher education
outcomes in sub-Saharan Africa. Through a network-based approach, the Collaborative builds trust and stimulates
shared commitments among higher education leaders and stakeholders, resulting in lasting, system-wide improvements.

Central to this pioneering movement is a membership model that promotes open engagement, the exchange of best
practices, and strong community accountability among institutions. Guided by exemplary public and private
institutions organized into regional hubs, the Collaborative’s dynamic programs tailor innovations to diverse cultural
and regulatory contexts. Its initiatives address urgent needs and emerging trends in African higher education while
aligning closely with members’ strategic goals. By joining the network, institutions strengthen their capacity to improve
graduate outcomes, elevate sector-wide standards, and advance the Collaborative’s bold vision of equipping more than
1.1 million students by 2030 with the skills and character to lead in industry, the economy, and business.

Learn more: educationcollab.ashesi.edu.gh
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