
Intro

family businesses need to be

competitive

build on their strenghts

best managed as best of theit

competitors

3 aspects

The Distinctiveness of Family

Firms

Strengths build for future generations

Risks family members

Consequences of Growth more complex to manage

Organisational Imperatives

Recruitment and Promotion family and non family

Fairness

Organisational Structure formalise structure

Corporate Governance

Structures

The Advantages

establish clear lines of

authorities

continuity of policies and

values

distinguish day to day

management and strategic

issues

Outside Directors

new ideas

solve internal issues

family and non family

treatment

strategic reflections

Intro

crucial to the economy

75%-95% of registered

companies

more complex to manage

family and business

relationships

definition: companies owned,

managed or significantly

influenced by families

Strengths

family commitment for a

profitable entreprise: Main

strength

own and manage: straight

forward. No conflict of

interest between managers

and owners

minimum overheads

authority of founder accepted

long term perspective

reputation, community,

employees interests,

customers

human scale

Corporate Governance

Structures

video
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Central Topic

The Distinctiveness of
Family Firms

Clear identity in a faceless

world

human scale

work with people they know

family loyalties with

employees

Risks

blurring work and family

commitment: no separation

family and business

business or personal

frustrations always there

personal relationships very

important

growth over time

founders manage well business and family hierarchy

issue with 2nd generation already extended family

need to maintain relationships

within extended family

sharing power

if grows, need outside

managers

manage relationships between

family and non family

members the hardest issue

Consequences of Growth

can decide not to grow
use same pattern

may disappear on long term

if grow

retain family

commitment

promote success

then formalise structures

owner/manager evolution

test of time to family

relationships (workers and non

workers in family business)

ownership spread in family

more % of non family managers

no close identity between

family and business

growth leads to tension

diverge between active and

passive members

active: helping the family

(salaries and dividends))

passive: are getting less than

due (dividends)

most difficult transition

separate Mgt and ownership

no say in day to day Mgt
now done by directors

difficult to accept

family relationships become

business relationships

3 types

family owners

owners/managers

non family managers

Organisational
Imperatives

Structures
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Central Topic

Intro

The Distinctiveness of
Family Firms

Organisational
Imperatives

Corporate Governance
Structures

Family Councils

family members to meet

regularly; family and business

issues
who are members?

who will speak for them?

Communication between firm

and family

Executives explain plans,

policies and progress etc

family not in the business can

understand and give support

become the accepted link

family/firm

have a place to express issues

etc

guardians of family values

firm character reflect the

beliefs of founder

family members help to keep

these values

especially those outside the

business with more detached

view

decision making power

wider family provide sound

counsel but cannot decide in

the business

executives

keep family informed and

listen to them

family
advisory role'conseillers'

Value of a board

other

progress from family to

business relationships

may be informal at beginning

when beyond founders
clarify responsibilities

decision making process

clear lines of authority and

responsibility

board decide decisions

reserved to them

powers it is delegating to

executives

need to be accepted by

anyone elseconfusion, waste time etc

stability and continuity

risk unexpected losses and

rows

bring members of next

generation and guiding them

other important issues

retirement of senior executing

family

non family members of board

going on stock exchange etc

strategy

focus on long term only not

day to day management

clear line between strategy

and management

no confusion where power of

decision lie

chairman's role

set agenda

conduct board meeting

directors have all info before

meeting

ensure directors express their

views

assess effectiveness of board

members

chairmanship qualities of

seniority?

Outside directors

introduction
independent outside advice

non executive

contentious issuesobjective advice

appointment,

succession, retirement

balance interest family in

business and not in business

dividend

investment policy

salaries

equal treatment

for family and non family

directors

non family directors may not

want to intervene in issues

they thing are family ones like

dividends etc

strategic thinking

look outside for future

opportunities

qualities needed

independence of mind

judgement

experience

commitment

advisory boards

they advise not direct and

control

video

&{MAP_NAME} - 17/03/2014 -



Intro

3 important requirements

Recruitment and Promotion

if no family links, no problem.

Get the best.

else family interest in Mgt and

balance between family

branches

critical issue: get non family

good managers

2 points/issues

family favour hands on expt

because well trained in

practical sense

less value on education and

training

recruitment: non family

ongoing and family on

generations

may become director at a

young age if family

family: 25 yrs gap; non family

cycle 3-5 yrs

Family Appointments

Future of company: Right

members of family and good

opportunities to non family

managers

business and family hierarchy

Assessment of family entrants

older judging younger

judged on

parentage

tension younger/older

modern methods

new ventures

qualifications/Expt

promotion juniors over

seniors...

Issue: optimising the 2

generations

2 distinct policies

selectivelikely to reach senior positions

open door

those prepared to work hard

but no guarantee of promotion

open door

better from business and

family view

less likely to turn down good

entrants. difficult to judge

someone 25 yrs old.

less family strain

some family not in senior

position (better than

unemployed)

counters myth name is a

passport regardless of

competence

Bringing in outsiders

Need non family managers

for commercial success

essential step for development

ensure equal opportunity for

all

but maintain family

connection

great motivation for family

members and deterrent for

Corporate Governance
Structures

video
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Central Topic

The Distinctiveness of
Family Firms

Organisational
Imperatives

Barriars to entry

members and deterrent for

outsiders

non family issues

nb of top jobs for family

can become shareholder?

power always less than family

members (or feeling so)family power can be abused

more difficult for family firms

to get competent outsiders

than normal competitors

equal opportunity

promotion of family and non

family managers

family members need to prove

themselves more

easier for non family to get

another job

equal weight to both

self discipline: not using family

networks...

family influence for entreprise

benefit and not against non

family members

assurance of continuity of

purpose

implies LT goals and stability

also stable framework for non

family members

outsiders look for

innovation records

encouragement

no office politics

these are success factors for

family companies

Fairness

financial rewards

family/firm income at startpayment in cash and kind

once all family not working

there
ownership reward

managment reward

else perception

family taking or working too

muchissue spouses

fairness questioned when

family gets bigger

other rewards

when family/firm is onebenefits not an issue

can be matter of contentionsuspicion undue benefits

separate family and business

judgementswill need independent counsel

Organisational Structure

adapt structure to growth

need structure else

confusion

overlap

cracks in family

defining roles

more important for non familyclear jobs and responsibilities

objective basis for rewards

also responsibilities from

business point of view

need board to think on

strategy
detached view from outside

if efficient

follow fundamental issues on

long term development

else problem in the family

effective board

policy not management

Logical management structure

then get family loyalty
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